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DEPARTMENTS  OF  LABOR,  HEALTH  AND 
HUMAN  SERVICES,  AND  EDUCATION,  AND  RE- 
LATED AGENCIES  APPROPRIATIONS  FOR  1983 


Friday,  March  5,  1982. 
HEALTH  CARE  FINANCING  ADMINISTRATION 
WITNESSES 
CAROLYNE  K.  DAVIS,  Ph.  D.,  ADMINISTRATOR 

PATRICE  H.  FEINSTEIN,  ASSOCIATE  ADMINISTRATOR  FOR  POLICY 
MARTIN  KAPPERT,  DEPUTY  ASSOCIATE  ADMINISTRATOR  FOR  OPER- 
ATIONS 

KEVIN  J.  SEXTON,  DIRECTOR,  OFFICE  OF  MANAGEMENT  AND  BUDGET 
ANTHONY  ITTEILAG,  DEPUTY  ASSISTANT  SECRETARY,  BUDGET 

Mr.  Natcher.  We  take  up  now  the  fiscal  year  1983  budget  for 
the  Health  Care  Financing  Administration. 

We  have  before  the  committee  Dr.  Carolyne  K.  Davis,  the  Ad- 
ministrator. We  have  the  same  group  of  witnesses  we  had  on  the 
supplemental. 

Doctor,  I  see  you  have  a  statement.  We  will  place  your  entire 
statement  in  the  record  at  this  point  and  go  right  to  the  questions 
if  that  is  all  right  with  you. 

[Statement  of  Ms.  Davis  follows:] 

(l) 
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Statement  of 
Carolyne  K.  Davis,  Ph.  D. 
Administrator  -  Health  Care  Financing  Administration 
On  the  FY  1983  Budget  Request 

House  Subcommittee  on  Labor,  Health  and  Human  Services, 
Education  and  Related  Agencies 


Mr.  Chairman  and  Members  of  the  Subcommittee 

I  am  pleased  to  appear  before  you  today  to  present  the  FY  1983 
budget  request  for  the  Health  Care  Financing  Administration. 

One  year  ago,  the  reality  of  inflation  and  the  harm  it  was  inflicting 
prompted  the  American  people  to  demand  that  the  Federal 
government  adopt  spending  reforms.  It  is  even  more  imperative 
today  that  we  utilize  discipline  in  Federal  spending  to  further  the 
goals  of  the  President's  economic  recovery  program. 

The  success  of  President  Reagan's  economic  recovery  program  is 
crucial  in  our  fight  against  escalating  health  care  costs.  For 
example,  our  actuaries  tell  me  that  each  percentage  point  decrease 
in  the  rate  of  general  inflation  lowers  the  cost  of  the  Medicare 
program  by  a  half  billion  dollars. 

Last  year,  with  the  enactment  of  the  Omnibus  Reconciliation  Act  of 
1981,  we  began  together  to  control  the  inflationary  costs  of  the 
Federally  financed  portion  of  our  health  care  system.  Medicaid 
outlays  were  reduced  by  $342  million  in  FY  1982  and  by  $728  million 
in  FY  1983.  Medicare  outlays  were  reduced  by  $1  billion  and  $817 
million  in  FY  1982  and  FY  1983  respectively. 

In  spite  of  these  gains,  we  must  take  further  steps  to  control  the 
growth  of  both  the  Medicare  and  Medicaid  programs.  Even  with  the 
many  reforms  we  propose  for  the  Medicare  program,  total  FY  1983 
expenditures  will  still  increase  by  almost  $6  billion.  As  the  third 
largest  item  in  the  Federal  budget  after  defense  and  Social  Security, 
it  is  clear  to  me  that  the  Medicare  and  Medicaid  programs,  with  the 
support  of  the  health  care  industry,  should  have  a  lead  role  in  the 
fight  against  inflation.  In  addition  to  the  proposals  in  our  FY  1983 
budget,  the  Administration  will  also  submit  later  this  year  to  the 
Congress  legislative  proposals  which  will  be  aimed  at  encouraging 
greater  competition  in  the  health  care  sector  through  the  promotion 
of  consumer  choice. 


As  you  know,  the  Administration  is  currently  conducting  full 
discussions  with  the  Congress  and  the  Governors  on  the  details  of 
the  President's  "New  Federalism".  The  President  has  stated  his 
willingness  to  be  flexible  on  its  specific  elements.  There  is  no 
doubt,  however,  that  he  is  strongly  committed  to  the  the  basic 
concept  embodied  in  this  proposal;  that  is,  to  return  appropriate 
programs  to  the  level  of  government  closest  to  the  people,  so  that 
the  dollars  spent  can  be  spent  more  effectively.  The  Administration 
is  not  planning  for  implementation  of  the  "New  Federalism"  until  FY 
1984.  In  the  meantime,  we  are  facing  a  very  difficult  budget 
situation  which  requires  immediate  attention.  As  a  result,  we  have 
proposed  other  significant  program  changes  to  slow  the  continued 
cost  growth  of  Medicaid  and  Medicare. 
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To  control  Medicare  costs,  we  obviously  must  deal  with  the  rapid 
increase  in  costs  for  hospitals  and  physicians  which  now  account  for 
over  90  percent  of  all  Medicare  reimbursement.  Our  FY  1983 
budget  contains  a  series  of  proposals  which  reform  Medicare 
reimbursement  to  hospitals  and  physicians.  We  also  propose  to 
streamline  program  administration  by  eliminating  the  unnecessary 
regulatory  burden  caused  by  utilization  review  and  PSRO  review. 
Our  Medicaid  proposals  include  administrative  and  program  reforms 
designed  to  improve  efficiency  and  economy  in  the  program,  while 
ensuring  that  the  truly  needy  are  protected. 


I  would  like  now  to  discuss  with  you  specifics  of  our  appropriations 
request.  The  total  budget  for  the  Health  Care  Financing 
Administration  in  FY  1983  will  be  $72.4  billion  in  outlays:  an 
increase  of  $5  billion  over  FY  1982,  or  7.4%.  When  we  took  office 
one  year  ago  the  rate  of  increase  was  almost  twice  as  fast.  I  am 
extremely  proud  of  this  significant  progress  in  slowing  the  growth  of 
HCFA's  budget. 

Our  Appropriation  request  of  $32.7  billion,  with  $856  million  to  be 
transferred  from  the  Medicare  Trust  Funds,  will  finance  the 
following  activity  levels  in  FY  1983: 


o  $17.0  billion 
o  $15.6  billion 


$25  million 
$30  million 
$704  million 
$51  million 
$5  million 


o  $182  million 


for  Grants  to  States  for  Medicaid 
Payments  to  the  Health  Care  Trust 
Fund 

for  the  PSRO  Program 

for  Research  and  Demonstrations 

for  Medicare  Contractors 

for  State  Certification 

for     End     Stage     Renal  Disease 

Networks 

for  Administrative  Costs 


Grants  to  States  for  Medicaid 

The  request  for  Medicaid  is  $17.0  billion.  This  sum  is  a  decrease  of 
$78  million  below  the  FY  1982  levels  when  both  years  are  placed  on 
a  comparable  basis.  Both  the  FY  1982  and  1983  budget  requests 
assume  the  passage  of  the  Administration's  legislative  proposals. 


Major  legislation  proposed  to  more  effectively  control  Medicaid 
include: 

—  Transfer  of  funds  for  Medicaid  Administrative  costs  to  a 
Consolidated  Welfare  Administrative  Fund  (Savings  of  $1 
billion). 

Reduce  the  match  rate  3  percentage  points  for  all 
optional  services  and  for  all  services  to  the  medically 
needy  (Savings  of  $600  million) 

—  Require  copayments  for  certain  Medicaid  services 
(Savings  of  $329  million) 

—  Eliminate  Federal  matching  for  Medicare  buy-in  (Savings 
of  $203  million). 


Payments  to  Health  Care  Trust  Funds 

Our  FY  1983  request  for  this  category  is  $15.6  billion,  an  increase 
of  $1.2  billion  over  the  level  authorized  under  the  FY  1982 
continuing  resolution.  The  level  requested  is  broken-down  as 
follows: 

—  Federal  payment  for  Supplementary  Medical  Insurance  - 
$14.5  billion. 

—  Hospital  Insurance  for  the  Uninsured  -  $889  million, 

—  Military  Service  Credit  -  $207  million. 


Program  Management 

The  request  for  program  management  is  $945  million  —  $89  million 
in  budget  authority  and  $856  million  to  be  transferred  from  the  trust 
funds  for  the  following  activities: 


Professional  Standards  Review  Organizations 

The  request  for  PSRO's  reflects  our  continued  commitment  to  phase 
out  the  program.  We  believe  that  the  PSRO's  are  a  costly, 
burdensome  and  ineffective  means  to  reduce  unnecessary 
utilization.  In  lieu  of  PSRO's,  we  intend  to  give  Medicare 
contractors  greater  responsibility  for  the  identification  and 
reduction  of  waste  in  the  provision  and  use  of  health  care  services. 
The  strategy  to  accomplish  this  is  currently  being  developed  and  will 
be  designed  to  parallel  and  supplement  a  similar  effort  in  the 
private  sector. 
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Our  proposed  funding  level,  under  current  law,  for  the  PSRO 
program  is  $25  million,  including  $20  million  for  hospital  reviews, 
and  $5  million  for  PSRO  operating  costs.  The  total  is  a  reduction  of 
$47.3  million,  or  65%,  below  FY  1982  funding:  $27.9  million  of  the 
total  decrease  relates  to  hospital  review  activity,  while  $19.4  is  the 
decrease  in  operating  costs.  These  decreases  reflect  reductions  in 
the  number  of  operating  PSROs  as  well  as  in  the  degree  of  Federal 
support.  In  FY  1983,  we  propose  to  fund  only  half  of  the  130  PSRO's 
mandated  for  funding  in  FY  1982  by  the  1981  Omnibus  Budget 
Reconciliation  Act.  We  also  propose  to  reduce  the  degree  of 
Federal  support  based  on  the  expectation  that  those  PSRO's  with 
demonstrated  effectiveness  will  be  able  to  continue  operations  by 
marketing  their  services  in  both  the  public  and  private  sectors.  We 
are  proposing  legislation  that  will  eliminate  the  program  effective 
July  1,  1982. 

Research 

We  are  requesting  $30  million  for  research  in  FY  1983,  substantially 
the  same  as  FY  1982.  Resources  have  been  reallocated  in  order  to 
meet  Congressional  mandates  and  to  continue  only  those  projects 
that  promote  cost  savings  or  management  improvement.  Lower 
priority  projects  will  operate  with  reduced  funding  or  be  terminated. 
We  will  devote  $5  million  of  the  total  research  budget  to  studies 
which  will  focus  on  increasing  competition  in  the  health  care 
delivery  system. 

Medicare  Contractors 

The  request  for  Medicare  Contractors  is  $704  million,  the  same 
level  provided  under  the  FY  1982  Continuing  Resolution.  We  are 
committed  to  reforming  and  streamlining  contractor  operations  in 
order  to  achieve  both  short  and  long  term  efficiencies.  These 
efficiencies  will  be  necessary  to  allow  us  to  operate  with  no  budget 
increase  from  the  FY  1982  level,  while  developing  a  plan  to  have 
contractors  increase  their  utilization  review  activities. 


State  Certification 

We  are  requesting  $51  million  for  FY  1983  in  State  Certification, 
$19  milllion  for  Medicare  and  $32  million  for  Medicaid:  a  net 
program  decrease  of  $2  million,  or  4%,  below  FY  1982. 

The  total  includes  an  increase  of  $2.9  million  for  initial  surveys  of 
1200  new  Medicare  facilities  and  $4  million  for  State  cost-of-living 
increases,  which  are  offset  by  a  reduction  of  $8.8  million  resulting 
from  less  frequent  surveys  of  good  performers  and  continuing 
management  improvements.  (P.L.  97-35  gave  us  the  authority  to 
survey  skilled  nursing  facilities  on  less  than  an  annual  basis.)  This 
is  fully  consistent  with  our  goal  to  reduce  unnecessary 
administrative  burden  on  satisfactory  providers  while  focusing 
survey  efforts  on  facilities  with  unacceptable  or  chronic 
deficiencies. 


ESRD  Networks 
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We  are  proposing  to  eliminate  the  End-Stage  Renal  Disease 
Networks  effective  July  of  this  year.  Pending  elimination  of  this 
activity,  funding  of  $5  million  is  requested  through  the  program 
management  account.  This  activity  was  funded  directly  in  FY  1982 
through  the  trust  funds. 


Administrative  Costs 

Our  administrative  costs  request  of  $182  million,  is  nearly  one 
million  dollars,  or  1  percent,  below  the  revised  estimate  for  FY 
1982,  and  assumes  a  reduction  of  730  authorized  permanent 
positions. 

I  want  to  make  it  clear  that  this  request  was  developed  before  the 
President's  decision  to  propose  federalizing  Medicaid.  We  are 
currently  examining  how  enactment  of  such  a  policy  change  would 
affect  staffing  needs,  and  will  return  to  this  Committee  if  our 
request  requires  revisions. 

The  FY  1982  RIF  of  260  employees  and  the  additional  plan  to  not 
replace  approximately  180  employees  lost  through  attrition  are 
necessitated  by  the  funding  level  provided  under  the  FY  1982 
Continuing  Resolution.  The  FY  1983  budget  request  assumes  the 
reduction  of  approximately  500  additional  employees  and  $15  million 
in  personnel-related  cost  savings  associated  with  both  RIFs. 

That  completes  my  prepared  remarks,  Mr.  Chairman.  I'd  be  happy 
to  answer  any  questions  the  Committee  might  have. 
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HIGHLIGHTS  OF  PREPARED  STATEMENT 

Mr.  Natcher.  All  right.  Dr.  Davis,  would  you  like  to  highlight 
this  statement  some?  Would  you  like  to  talk  to  us  a  little  bit  about 
it?  If  not,  we  will  go  right  to  the  questions.  We  will  leave  it  up  to 
you. 

Dr.  Davis.  Let  me  highlight  two  or  three  things. 
Mr.  Natcher.  You  go  right  ahead. 

Dr.  Davis.  The  total  budget  for  fiscal  1983  is  going  to  be  $72.4 
billion  in  outlays,  that  represents  an  increase  of  about  7.4  percent 
or  $5  billion  over  1982. 

The  appropriations  request  is  for  $32.7  billion  with  about  $856 
million  to  be  transferred  from  the  Medicare  Trust  Funds  and  our 
request  for  Medicaid  is  $17  billion. 

Under  the  program  management  account,  the  request  is  for  $945 
million,  of  which  $89  million  is  in  budget  authority  and  $856  mil- 
lion to  be  transferred  from  the  Trust  Funds  for  the  following  activi- 
ties: $25  million  for  PSRO's,  $704  million  for  the  Medicare  contrac- 
tors. I  would  point  out  that  the  request  for  the  Medicare  contrac- 
tors is  a  fairly  flat  sum  which  is  predicated  on  achieving  the  sig- 
nificant streamlining  and  reforming  of  the  contractor  operation. 

The  request  for  administrative  costs  is  for  $182  million.  That  is 
nearly  $1  million,  or  about  one  percent  below  the  revised  estimate 
for  fiscal  year  1982.  It  assumes  a  reduction  of  730  authorized  per- 
manent positions.  The  request,  I  would  like  to  point  out,  was  devel- 
oped before  the  President's  decision  to  propose  federalizing  Medic- 
aid. 

We  are  currently  examining  how  that  policy  change,  as  we  an- 
ticipate it,  will  impact  on  our  staffing  requirements.  We  would 
return  to  the  committee  if  our  request  would  need  a  revision. 

Mr.  Chairman,  that  highlights  my  statement. 

Mr.  Natcher.  Thank  you,  Dr.  Davis. 

Mr.  Conte,  I  yield  to  you. 

IMPACT  OF  RECONCILIATION  ON  MEDICAID 

Mr.  Conte.  In  last  year's  Reconciliation  Act  Congress  passed  leg- 
islation making  significant  modification  in  the  Medicaid  programs. 
Have  any  of  those  been  implemented,  any  of  those  changes? 

Dr.  Davis.  Yes,  a  number  of  those  changes  have  been  implement- 
ed, Mr.  Conte.  There  were  a  number  of  flexibility  options  that  were 
passed,  and  we  worked  very  hard  and  were  able  to  get  all  of  the 
regulations  out  that  provided  for  the  waivers  as  well  as  those  relat- 
ed to  reimbursement  issues. 

They  were  all  done  in  a  period  of  six  weeks,  so  by  the  1st  of  Octo- 
ber, the  beginning  of  the  new  fiscal  year,  the  states  could  take  ad- 
vantage of  the  flexibility  provided  by  the  1981  Reconciation  Act. 
They  have  taken  some  significant  steps  to  avail  themselves  of  this 
opportunity. 

Ten  states  have  submitted  material  relative  to  the  Home  and 
Community  Services  provision.  We  have  approved  three  already. 

There  are  a  number  of  states  that  have  also  used  their  authority 
for  greater  flexibility  in  terms  of  medicaid  hospital  reimbursement. 
So  it  is  fair  to  say  that  the  states  are  now  beginning  to  make  use  of 
the  new  options. 
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RECONCILIATION  AND  LONG-TERM  CARE  ALTENATIVES 

Mr.  Conte.  Going  back  to  the  reconciliation  for  a  minute,  if  I 
recall  correctly  it  allowed  a  state  to  pay  for  any  service,  medical  or 
nonmedical,  except  room  and  board,  which  is  needed  to  keep  some- 
one from  entering  a  nursing  home. 

What  I  am  interseted  in,  how  many  states  are  paying  for  such 
service?  Do  you  believe  they  will  have  a  long-term  impact  on  reduc- 
ing nursing  home  admissions  and  costs? 

Dr.  Davis.  Three  requests  have  been  approved  under  that  au- 
thority, Mr.  Conte.  Thirteen  states  have  filed  their  requests  for 
waivers.  Yes,  I  do  believe  that  this  provision  will  have  a  significant 
impact  on  long-term  care  costs. 

Mr.  Conte.  Could  you  put  something  in  the  record  on  this  be- 
cause I  am  vitally  interested  in  some  examples  of  what  they  are 
doing,  what  the  states  are  doing? 

Dr.  Davis.  I  would  be  happy  to. 

[The  information  follows:] 
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EXAMPLES  OF  SECTION  2176  WAIVER  REQUESTS  FOR 
HOME  AND  COMMUNITY-BASED  SERVICES 


STATE 


Description  of  Home  and  Community-Based 
Services  (All  Services  Will  Be  Provided  As  An 
Alternative  to  Institutional  Care). 


PENDING 


California  To  provide  homemaker,  home  health  aide, 

personal  care,  adult  day  health,  habilitative,  and 
(Two  Requests)       respite  care  services  to  the  mentally  retarded. 


Florida  To  provide  case  management,  adult  day  health 

and  respite  care  services  to  the  mentally 

(Two  Requests)  retarded,  aged  and  disabled  beneficiaries.  Also, 
to  provide  homemaker,  personal  care  services  to 
the  mentally  retarded. 


Georgia 


To  provide  home  health  aide  and  personal  care, 
physical,  occupational  and  speech  therapy 
services  to  aged,  disabled,  and  mentally  retarded 
beneficiaries. 


Kansas  To  provide  case  management,  homemaker,  home 

health  aide,  personal  care,  adult  day  health, 

(Two  Requests)       habilitative,  respite  care  and  hospice,  physical, 
occupational  and  speech  therapy  services  to 
aged,  disabled,  and  mentally  retarded 
beneficiaries. 


Minnesota 


To  provide  case  management,  homemaker,  home 
health  aide,  personal  care,  adult  day  health,  and 
respite  care  services  to  aged  and  disabled 
beneficiaries. 


Tennessee 


To  provide  home  health  aide  services  to  aged  and 
disabled  beneficiaries.  Proposal  states  only  that 
home  health  services  are  requested  under  the 
waiver. 
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PROCESSED 

To  provide  the  following  services:  respite  care, 
family  education  and  training  to  train  family  to 
take  care  of  the  developmentally  disabled;  and 
habilitation  services  to  increase  mobility  status 
to  reduce  maladaptive  behavior. 


Waiver  approved  for  three  years  to  provide 
homemaker,  adult  day  health,  and  habilitative 
services  to  aged,  disabled  and  mentally  retarded 
beneficiaries. 


Waiver  approved  for  three  years  to  provide  case 
management,  homemaker,  adult  day  health, 
habilitative  respite  care,  nursing,  psychological, 
occupational,  speech,  and  physical  therapy 
services  to  mentally  retarded  beneficiaries. 

Waiver  approved  for  three  years  to  provide 
homemaker  services,  nonmedical  transportation, 
substitute  living  services,  residential  care 
facility  services  to  aged,  disabled,  and  mentally 
retarded  beneficiaries  and  case  management, 
habilitative,  and  respite  care  services  to  the 
mentally  retarded. 
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MEDICAID  ESTIMATES 

Mr.  Conte.  We  are  always  concerned  about  the  apparent  difficul- 
ty on  this  committee  of  estimating  Medicaid  costs.  Are  you  confi- 
dent that  the  amounts  you  are  requesting  for  Medicaid  are  reliable 
estimates  for  the  fiscal  year  1983  program. 

Dr.  Davis.  We  used  the  states'  estimates  as  the  basis  for  our  re- 
quest. These  estimates  alway  do  get  more  refined  as  you  get  closer 
to  the  actual  expenditures  but,  yes,  we  are  comfortable  with  them. 

Mr.  Itteilag.  I  think  there  is  another  point  to  be  made  on  that. 
Our  appropriations  estimate  assumes  that  we  would  save  about 
$1.9  billion  through  legislative  proposals.  Now,  if  the  Congress 
were  to  delay  those,  pass  them  in  a  somewhat  different  form  or  not 
pass  some  of  them  at  all,  then  obviously  this  estimate  would  be  di- 
rectly affected. 

Mr.  Conte.  It  would  be  off  $1.9  billion  if  they  do  not  pass  any- 
thing? 

Mr.  Itteilag.  If  they  were  to  pass  nothing,  yes.  But  it  could  be 
anything  between  zero  and  that  amount  as  well. 
Mr.  Conte.  I  understand.  But  it  could  be  $1.9  billion? 
Mr.  Itteilag.  Yes,  sir. 

MEDICAID  ERROR  RATES 

Mr.  Conte.  Can  you  tell  us  where  we  stand  with  regard  to  the 
error  rates  in  the  Medicaid  program?  I  know  Massachusetts  for  one 
has  had  a  higher  error  rate.  Why  is  that?  What  are  we  doing 
wrong?  What  are  we  doing  about  it? 

Dr.  Davis.  We  do  have  corrective  action  plans  that  we  require 
the  states  to  file  when  they  do  have  a  significant  error  rate.  We  do 
have  some  23  states  that  have  managed  to  keep  their  error  rate 
under  four  percent.  I  would  like  to  have  Mr.  Kappert  talk  a  little 
bit  about  what  we  do  in  terms  of  corrective  action  plans  and  how 
we  work  with  the  states. 

Mr.  Kappert.  In  general,  the  error  rates  have  hovered  for  the 
last  three  periods  around  the  5  percent  level.  As  Dr.  Davis  sug- 
gests, 23  states  have  been  able  to  do  significantly  better  than  that. 

You  mentioned  Massachusetts.  They  are  again,  as  you  probably 
know,  in  the  list  of  the  15  states  who  are  still  penalty-liable  under 
the  MQC  system.  In  Massachusetts  in  particular,  you  probably  also 
know,  that  we  are  involved  in  a  very  significant  procurement  of  a 
new  MMIS  system  with  the  hope  that  this  will  bring  Massachusetts 
in  line  with  other  states  in  terms  of  error  rate  reduction.  MMIS 
has  been  one  of  the  major  opportunities  we  have  had  to  reduce 
error  rates  nationally,  the  MMIS  system  has  been  very  effective. 

We  also  work  with  the  states;  the  system  is  sophisticated  enough 
it  identifies  for  each  state  where  its  biggest  causes  of  error  are.  We 
find  one  of  the  biggest  areas  nationally  is  right  at  the  intake 
where,  in  fact  resources  and  so  forth  are  not  identified,  either  be- 
cause of  the  client  withholding  information  or  the  caseworker  not 
getting  sufficient  information,  and  several  states  have  taken  steps 
to  correct  that.  But  whatever  the  specific  problem  identified  by  the 
system,  we  do,  where  possible,  provide  federal  technical  assistance 
to  help  the  state  correct  that  error  situation. 


IS 


Mr.  Conte.  Could  you  provide  for  the  record,  state-by-state,  lists 
of  error  rates  and  how  much  each  costs  the  taxpayer? 
Dr.  Davis.  Certainly. 
[The  information  follows:] 

•         State  Error  Rates 

The  following  chart  shows  the  payment  error  rates  by  State  for  the  April-Septem- 
ber 1980  period.  Nationally,  for  these  6  months,  these  errors  cost  the  taxpayers 
$504.2  million  for  eligibility,  $56.9  million  for  claims  processing,  and  $39.7  million 
for  third  party  liability,  totalling  $600.8  million  of  misspent  dollars. 


Eligibity 1 


Claims  Third-party 
processing  liability 


National  Average   0.5 


Connecticut   5.8 

Maine   10.9 

Massachusetts   13.2 

New  Hampshire   1.3 

Rhode  Island   5.5 

Vermont   11.7 


New  Jersey   4.3 

New  York   4.6 

Puerto  Rico   5 

Virgin  Islands   5 

Region  III: 

Delaware   8.3 

D.C   4.7 

Maryland   2.4 

Pennsylvania   8.1 

Virginia   2.4 

West  Virginia   3.7 

Region  IV: 

Alabama   8.8 

Florida   8 

Georgia   12.7 

Kentucky   2 

Mississippi  ,   1.1 

North  Carolina   5.9 

South  Carolina   6.2 

Tennesssee   3.7 
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Illinois   2.8 

Indiana   1.5 

Michigan   4.3 

Minnesota   .5 

Ohio   3.8 

Wisconsin   6.2 

Region  VI: 

Arkansas   6.5 

Louisiana   3.4 

New  Mexico   5.9 

Oklahoma   2.4 

Texas   5.2 

Region  VII: 

Iowa   6.8 

Kansas   3.2 

Missouri   2.3 

Nebraska   1 

Region  VIII: 

Colorada   9.7 
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Eligibity 1 


Claims  Third-party 
processing  liability 


Montana   16.6  .2  .4 

North  Dakota   1.4  1.1  .1 

South  Dakota                                                                 *    1.5  .8  .1 

Utah   3.4  2.1  1.5 

Wyoming   6.2  .4  20 

Region  IX: 

Guam   5  

California   7  .6  .1 

Hawaii   1.5  3.7  .2 

Nevada   1.2  1.3  .1 

X: 

Alaska   5.1  4.5  .1 

Idaho   4.4  20  .4 

Oregon   2  .7  .3 

Washington   2  .4  20 


1  Excluding  cases  for  which  eligibility  is  determined  by  SSI. 

2  Rate  is  greater  than  zero  but  less  than  0.05  percent. 


Mr.  Conte.  Do  you  have  any  cost  figures  with  you  now,  as  to  how 
much  errors  do  cost  us  in  total? 

Dr.  Davis.  Approximately  $1  billion  on  an  annualized  basis;  $600 
million  federal  and  about  $400  million  state.  But  that  assumes  that 
every  error  is  correctable  or  in  other  words  that  we  could  achieve  a 
zero  error  rate,  which  would  be  a  significant  accomplishment. 

Mr.  Conte.  That  is  a  lot  of  money.  Is  the  Medicaid  quality  con- 
trol program  effective  in  determining  errors,  potential  sources  of 
error? 

Dr.  Davis.  Certainly.  But,  keep  in  mind  that  Medicaid  is  really  a 
state-operated  program.  Depending  on  how  well  states  operate  it, 
how  seriously  management  takes  the  data  and  how  thoroughly 
they  follow  it  through  to  the  source  of  error,  it  can  be  a  very  effec- 
tive program. 

Mr.  Conte.  How  would  that  differ  under  the  so-called  federalism 
program?  You  still  would  have  that  problem,  wouldn't  you? 

Mr.  Kappert.  Yes,  we  would.  The  question  is  should  the  Federal 
Government  then  take  over  the  entire  operation  of  some  sort  of  a 
MQC  system  or  a  substitute  for  it.  We  have  not  yet  addressed  those 
kinds  of  questions  in  terms  of  making  any  decisions. 

Dr.  Davis.  I  think,  too,  because  of  the  great  variation  among  the 
states  in  terms  of  reimbursement  and  eligibility  policy,  one  of  the 
issues  that  we  face  in  the  new  federalism  is  making  some  assess- 
ments about  what  is  the  appropriate  policy  for  the  Federal  Govern- 
ment in  regard  to  the  eligibility  and  the  reimbursement  compo- 
nent. 

STATE  CERTIFICATION 

Mr.  Conte.  Could  you  give  us  an  idea  of  the  number  of  long-term 
care  facilities  subject  to  your  state  survey  and  certification  activi- 
ties? And  how  much  will  you  spend  on  these  activities  in  fiscal 
year  1983? 

Mr.  Kappert.  We  are  asking  for  approximately  $51  million  in 
1983  for  this  particular  area. 

I  assume  that  your  question  has  to  do  with  the  extent  to  which 
we  are  proposing  to  look  at  all  facilities  annually  or  periodically? 
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We  are  proposing  to  no  longer  look  at  every  facility,  every  year. 
We  have  very  good  data  now  about  which  facilities,  over  a  five-year 
period,  have  had  no  deficiencies.  We  feel  that  we  are  better  advised 
to  target  the  dollars  to  annual  surveys  of  those  facilities  who  have 
in  that  same  period  identified  deficiencies.  We  will  look  at  the 
facilities  who  have  good  records  on  perhaps  a  two  year  cycle.  But 
we  feel  that  this  will  work  quite  effectively  to  continue  to  maintain 
the  quality  standards. 

Mr.  Conte.  Thank  you,  Mr.  Chairman. 

IMPACT  OF  MEDICAID  BENEFIT  CUTS 

Mr.  Natcher.  All  right.  Now,  Dr.  Davis,  I  want  to  take  up  with 
you  at  this  time  the  impact  of  fiscal  1982  cutbacks.  According  to 
the  figures  included  in  the  budget  justifications,  1,130,000  individ- 
uals lost  their  Medicaid  eligibility  as  a  result  of  the  Omnibus  Rec- 
onciliation Act.  According  to  the  budget  appendix,  most  of  these  in- 
dividuals are  children. 

Tell  us,  if  you  will,  if  these  figures  are  accurate? 

Mr.  Sexton.  Those  are  SSI  and  AFDC  program  estimates,  Mr. 
Natcher,  but  our  assumption  is  that  those  numbers  are  reasonably 
accurate. 

Mr.  Natcher.  Do  they  apply  mainly  to  children? 

Dr.  Davis.  The  reason  why  this  occurs  is  that  when  you  take  a 
AFDC  family  off  the  rolls,  you  generally  take  a  single  parent  plus 
several  children.  The  figures  then  of  those  affected  thus  includes 
more  children.  But  many  of  those  families  might  still  be  eligible  for 
the  Medicaid  program  under  the  medically  needy  option,  if  their 
state  has  a  medically  needy  program. 

Mr.  Natcher.  Dr.  Davis,  what  impact  do  you  expect  the  loss  of 
Medicaid  coverage  will  have  on  the  health  status  of  the  children 
involved?  What  would  you  say  about  it? 

Dr.  Davis.  Of  the  families  that  would  be  dropped  from  the  AFDC 
rolls,  we  believe  many  would  still  qualify  for  medicaid  if  they  are 
in  a  state  that  has  a  medically  needy  program 

PROPOSED  ZERO  ERROR  TOLERANCE 

Mr.  Natcher.  Now,  under  quality  control,  state  administrative 
costs,  your  budget  includes  a  controversial  proposal  to  reduce  the 
error  rate  tolerance  under  the  Medicaid  program  from  four  percent 
to  zero.  The  budget  materials  are  virtually  silent  on  this  subject, 
Dr.  Davis.  If  you  will  now,  tell  us  why  this  change  is  being  pro- 
posed. 

Dr.  Davis.  Mr.  Chairman,  we  believe  that  to  phase  down  the 
error  rate  over  a  period  of  several  years  is  only  prudent  manage- 
ment. The  alternative  is  to  continue  to  pay  for  services  to  individ- 
uals who  are  not  eligible  for  them.  We  think  that  when  you  are 
making  some  prudent  choices  relative  to  a  budget,  it  is  desirable  to 
give  states  the  incentive  to  work  with  us  to  improve  their  error 
rates  so  that  we  are  not  paying  for  services  for  those  who  should 
otherwise  pay  for  them  themselves. 

This  represents,  as  we  indicated  earlier,  close  to  a  billion  dollars, 
which  is  a  significant  amount  of  money  that  could  be  transferred 
into  services  to  people  who  really  do  need  them. 
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Mr.  Natcher.  In  the  past  a  number  of  departmental  witnesses 
have  testified  before  our  subcommittee  in  regard  to  the  reduction 
of  the  error  rate  below  four  percent.  These  people  have  testified 
that  we  would  reach  a  point  of  diminishing  returns  if  we  tried  to 
reduce  the  error  rate  below  four  percent. 

Would  you  agree  with  this  statement? 

Dr.  Davis.  No,  I  do  not,  because  we  already  have  23  states  who 
have  achieved  an  error  rate  below  four  percent;  in  fact,  several  of 
them  are  at  the  two  percent  or  even  close  to  zero  percent  error 
rate. 

I  think  the  fact  that  almost  half  of  the  states  have  been  able  to 
do  this  is  testimony  that  the  others  can  work  on  the  kinds  of  activi- 
ties, such  as  refinements  in  their  system  through  automated  Medic- 
aid Manangement  Information  Systems  (MMIS)  to  actually  be  able 
to  achieve  a  much  lower  rate  of  error. 

I  might  point  out  that  your  home  state,  Mr.  Chairman,  of  Ken- 
tucky has  a  two  percent  error  rate.  So  it  is  certainly  possible  for 
the  states  to  make  further  progress. 

CONSOLIDATED  WELFARE  ADMINISTRATION  GRANT 

Mr.  Natcher.  All  right.  Dr.  Davis,  the  1983  budget  also  proposes 
to  consolidate  administrative  costs  for  Medicaid  into  a  single  appro- 
priation for  the  Welfare  Administration  to  eliminate  the  state 
matching  requirements  for  administrative  costs  and  to  reduce  the 
federal  support  for  administration  by  $459  million.  Do  you  believe 
these  changes  will  help  or  hinder  the  states  in  their  efforts  to 
lower  error  rates,  Dr.  Davis? 

Dr.  Davis.  We  believe  that  efficiencies  can  be  gained  by  consoli- 
dating administration  between  the  AFDC  and  the  Medicaid  pro- 
grams. We  would  anticipate  those  savings  mainly  coming  from  the 
areas  where  there  has  been  duplication,  such  as,  assessments  for 
eligibility  in  payment  areas. 

Mr.  Natcher.  What  effect  do  you  expect  the  reduction  in  the 
level  of  federal  support  for  administration  will  have  on  the  ability 
of  the  states  to  implement  management  reforms  which  require 
heavy  front-end  financial  support  such  as  the  installation  of  auto- 
mated claims  processing  systems,  and  other  matters?  How  do  you 
feel  about  it,  Dr.  Davis? 

Mr.  Kappert.  I  think  our  expectation,  Mr.  Chairman,  is  that  the 
states  will  have  the  incentives  to  look  even  harder  and  to  make 
these  kind  of  investments  in  order  to  stay  within  the  limit  of  the 
administrative  cost  grant.  We  are  finding  in  our  contract  areas  and 
in  other  areas  where  these  kind  of  incentives  are  created,  that 
people  do  in  fact  reach  out  and  attempt  to  make  the  investments 
that  are  necessary  for  the  long  run. 

1982  MEDICARE  CONTRACTOR  BUDGET 

Mr.  Natcher.  Dr.  Davis,  I  am  sure  you  are  aware  that  both  this 
committee  and  the  Senate  Appropriations  Committee  have  been 
somewhat  concerned  about  the  issue  of  providing  adequate  funding 
for  the  Medicare  claims  processing  contracts.  As  you  will  remem- 
ber, both  Houses  agreed  on  $725  million  in  the  continuing  resolu- 
tion. That  is  the  one  that  was  vetoed. 
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We  then  agreed  to  $711  million  in  the  bill  that  the  President 
signed.  Now  your  budget  has  a  diversion  of  $7  million  of  these 
funds.  We  understand  this  may  be  an  error,  is  that  correct? 

Dr.  Davis.  Mr.  Chairman,  I  would  like  to  ask  Mr.  Itteilag  if  he 
will  comment  on  that. 

Mr.  Natcher.  All  right. 

Dr.  Davis.  My  presumption  has  been  that  we  did  understand 
that  it  was  the  711  figure,  but  that  is  a  discussion  we  are  having 
with  OMB  right  now. 

Mr.  Natcher.  Go  right  ahead. 

Mr.  Itteilag.  Mr.  Chairman,  I  would  not  characterize  it  as  an 
error;  rather,  this  is  a  matter  in  which  we  have  had  an  extended 
debate  with  the  officials  of  the  Office  of  Management  and  Budget 
concerning  what  ought  to  be  the  correct  amount.  We  agree  with 
you  that  the  Congress  was  absolutely  clear  in  what  it  set  forth  on 
this  matter.  And  we  are  at  present  pursuing  this  matter  with  the 
Office  of  Management  and  Budget. 

As  a  matter  of  fact,  within  the  last  couple  of  days  we  have  reiter- 
ated the  Department's  position  with  respect  to  Medicare  contrac- 
tors. And  I  fully  expect  that  we  will  reach  an  accommodation  with 
OMB  that  you  and  the  Senate  will  find  satisfactory.  So  we  are 
going  to  continue  our  effort  in  this  area. 

Mr.  Natcher.  Both  the  House  and  the  Senate  clearly  earmarked 
the  $711  million  for  these  contracts.  Do  you  agree  with  us  that  any 
proposal  to  divert  funds  to  another  use  would  require  the  approval 
of  the  committees? 

Mr.  Itteilag.  Yes. 

Mr.  Natcher.  You  would  agree  with  that? 

Mr.  Itteilag.  Yes.  The  committee  sets  forth  the  reprogramming 
rules  and  we  would  of  course  adhere  to  them. 

ADEQUACY  OF  1982  CONTRACTOR  BUDGET 

Mr.  Natcher.  How  much  money  did  your  agency  recommend  for 
Medicare  contractors  in  fiscal  year  1982  when  you  originally  sub- 
mitted your  budgets  to  OMB?  Can  you  give  us  a  figure? 

Dr.  Davis.  1982  or  1983? 

Mr.  Natcher.  1982. 

Dr.  Davis.  1982? 

Mr.  Natcher.  Yes. 

Dr.  Davis.  We  would  have  to  submit  that  for  the  record. 

Mr.  Natcher.  Let  me  ask  you  if  the  figure  of  $799  million,  does 
that  sound  familiar  to  you?  Is  that  too  high? 

Dr.  Davis.  $795  million  was  where  we  started  from. 

Mr.  Natcher.  About  where  you  were.  All  right. 

What  is  the  total  cost  in  1982  of  workload  and  other  cost  in- 
creases since  you  submitted  your  original  request? 

Mr.  Kappert.  I  do  not  understand  your  question,  Mr.  Chairman. 

Mr.  Natcher.  Since  you  submitted  your  budget,  you  have  had  in- 
creased costs.  Now  that  is  what  I  have  in  mind.  Go  ahead. 

Mr.  Kappert.  We  have  not  had  increased  costs.  What  we  have 
done  is  worked  very  diligently  with  the  contractor  community  to 
live  within  the  authorized  budget.  We  have  had  extended  dialogue 
with  them.  They  worked  with  us  on  task  forces.  We  have  rooted 
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out  every  area  where  there  is  any  savings  to  be  obtained  and  we 
are  at  this  stage  living  at  the  level  of  the  budget. 

Dr.  Davis.  I  think  it  is  safe  to  say,  Mr.  Chairman,  we  have  tried 
very  hard  to  make  effective  use  of  the  task  force  and  recognize  the 
fact  that  over  the  period  of  the  last  ten  years  while  the  workload 
has  increased  by  about  260  percent,  the  unit  cost  per  claim,  due  to 
a  variety  of  management  efficiencies,  has  declined  about  44  per- 
cent. 

We  think  that  the  workload  projections  for  1983  are  based  upon 
an  assumption  that  there  is  a  workload  increase  of  approximately 
11  percent. 

Mr.  Natcher.  When  you  get  the  transcript  back  give  us  an  ex- 
planation on  that.  Give  in  a  little  more  detail. 
[The  information  follows:] 
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MEDICARE  CONTRACTOR  BUDGET 


The  original  contractor  budget  request  to  OMB  in  September  of  1980 
was  for  $775  million  and  $20  million  contingency  fund  for  a  total  of 
$795  million.  The  current  Continuing  Resolution  level  provided  $691 
million  and  a  $20  million  Contingency  fund  for  a  total  of  $$711 
million.  Additional  cost  and  workload  items  for  FY  1982  include  the 
following: 


COST 

FACTOR  (MILLIONS) 

Omnibus  Budget  Reconciliation  Act  of  1981  $  2.60 

Postage  increase  effective  November  1,  1981  2.00 

Provider  transfer  audits  1.75 
Medicare  reimbursement  of  free  care  furnished 
by  Hill-Burton  Act  facilities  as  result  of 

court  ruling  .75 

Unanticipated  increase  in  claims  workload  4.30 

TOTAL  $11.40 


These  additional  cost  and  workload  factors  will  be  covered  by  use  of 
the  Contingency  fund. 
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Mr.  Natcher.  Mr.  Dwyer,  I  yield  to  you. 

COMPOSITE  REIMBURSEMENT  RATE  FOR  DIALYSIS 

Mr.  Dwyer.  Thank  you,  Mr.  Chairman. 

I  wonder  if  you  could  detail  the  composite  reimbursement  system 
for  end  stage  renal  dialysis,  noted  on  page  90  of  the  justifications, 
that  came  about  as  a  result  of  the  1981  Omnibus  Reconciliation 
Act? 

Dr.  Davis.  Yes.  The  composite  rate  is  determined  by  utilizing  the 
rate  which  encompasses  both  the  home  dialysis  and  the  in-facility 
dialysis.  Congress  directed  us  to  look  at  a  dual  composite  rate 
unless  we  could  find  another  rate  that  was  more  efficient  and  effec- 
tive. 

After  our  audit  assessments  were  concluded  and  we  studied  var- 
ious methodological  options,  we  arrived  at  the  determination  that 
the  composite  rate  was  the  most  efficient  and  effective  method.  The 
rate  we've  proposed  is  calculated  based  on  the  costs  of  both  the 
free-standing  and  the  hospital-based  facilities  with  an  additional 
margin  for  hospital-based  facilities  for  their  overhead  costs  which 
are  larger  than  those  experienced  by  free-standing  facilities. 

Supplies  and  labor  costs,  which  are  the  other  factors  that  ap- 
peared to  be  different  between  the  two,  seemed  to  have  no  relative 
merit.  Therefore  the  rate  was  constructed  recognizing  only  over- 
head as  a  legitimate  difference  between  the  free-standing  and  the 
hospital-based  facilities. 

Mr.  Dwyer.  Was  it  anticipated  it  would  save  $130  million? 

Dr.  Davis.  That  is  correct. 

Mr.  Dwyer.  Will  it  reach  that  figure  or  will  it  surpass  it? 

Dr.  Davis.  Our  assumption  is  that  it  would  reach  that  figure. 

Mr.  Dwyer.  But  you  have  taken  steps  to  make  certain  no  one  is 
doing  without  the  treatment? 

Dr.  Davis.  We  have  provisions  in  the  proposed  rate  for  excep- 
tions for  sole  providers  in  a  community,  Mr.  Dwyer. 

HOSPICE  CARE 

Mr.  Dwyer.  There  is  legislation  pending  to  provide  Medicare  cov- 
erage for  hospice  care.  Do  you  have  an  opinion  on  that? 

Dr.  Davis.  The  Department  has  a  number  of  initiatives  through 
our  research  budget  in  the  hospice  area  to  learn  just  what  the  an- 
ticipated savings,  if  there  are  savings,  would  be.  Until  we  get  our 
results  back,  we  do  not  have  an  opinion. 

I  am  waiting  very  anxiously  for  that  material  because  I  have  a 
deep  interest  myself  in  that  area. 

Mr.  Dwyer.  Do  you  think  it  has  promise? 

Dr.  Davis.  I  believe  it  has  promise,  but  I  must  wait  until  I  find 
the  financial  results  from  our  preliminary  work  before  we  set  forth 
an  official  opinion. 

Mr.  Dwyer.  Thank  you,  Doctor.  I  have  other  questions  for  the 
record. 

Mr.  Natcher.  Fine. 

Mr.  Conte? 
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ADVANCE  FUNDING  OF  MEDICAID 

Mr.  Conte.  Thank  you,  Mr.  Chairman. 

Your  budget  calls  for  advance  funding  for  the  first  quarter  of 
fiscal  year  1984  Medicaid  payments.  Can  you  tell  us  why  you  be- 
lieve the  advance  funding  is  necessary  and  how  does  that  improve 
the  system? 

Mr.  Sexton.  Mr.  Conte,  we  have  traditionally  had  the  capacity  to 
obligate  funds  in  anticipation  of  the  following  year's  appropriation. 
What  this  provision  would  do  would  be  to  allow  us  to  do  that 
within  the  limits  that  the  committee  set. 

There  would  be  a  fixed  amount  beyond  which  we  could  not  go.  So 
it  provides  a  little  bit  more  control  in  terms  of  the  appropriations. 

Mr.  Conte.  You  really  haven't  answered  my  question,  though. 

Why  do  you  have  to  have  advance  funding  in  this  particular 
area,  when  we  don't  do  it  for  anything  else  in  the  Federal  Govern- 
ment? 

Mr.  Sexton.  Two  things.  One,  we  have  had  in  the  past  

Mr.  Conte.  I  know  you  have  had,  but  I  am  asking  you  why. 
Mr.  Sexton.  Providing  the  logistics  to  insure  that  States  are  able 
to  continue  to  get  a  steady  inflow  of  Federal  dollars,  so  that  they 
are  able  to  pay  their  bills,  has  required  that  advance  grant  authori- 
ty be  available.  This  way  they  are  able  on  the  first  day  of  any 
given  quarter  or  the  first  day  of  any  fiscal  year  to  spend  Federal 
money. 

It  is  strictly  a  provision  that  allows  ease  of  State  Administration 
and  nothing  more. 
Mr.  Conte.  I  will  have  to  look  into  this  more.  I  don't  understand 

it. 

Mr.  Itteilag.  Mr.  Conte,  I  think  it  is  important  that  what  we 
have  here  is  an  entitlement  situation. 
Mr.  Conte.  Yes. 

Mr.  Itteilag.  The  States  are  authorized  by  law  to  begin  to  incur 
costs  on  the  first  day  of  the  fiscal  year.  From  an  administrative 
point  of  view,  there  is  absolutely  no  way  the  Department  could 
assure  the  States  that  we  would  have  money  on  the  first  day  of  the 
new  fiscal  year  from  that  fiscal  year's  money. 

Therefore,  we  have,  over  a  number  of  years,  based  on  the  author- 
izing legislation,  asked  the  appropriations  committees  for  a  number 
of  programs  including  Medicaid  for  authority  to  utilize  funds  in 
this  fiscal  year  from  the  next  fiscal  year's  program. 

What  we  are  doing  this  year  is  changing  the  mechanism  of  this 
provision  from  one  which  is  technically  called  advance  funding  to 
one  which  is  technically  called  an  advance  appropriation. 

Proceeding  in  this  manner  has  absolutely  no  effect  on  fiscal  year 
1983  outlays.  In  other  words,  in  the  President's  budget  the  outlays 
and  budget  authority  are  counted  in  the  subsequent  fiscal  year's 
budget. 

Mr.  Conte.  I  understand  that,  but  it  makes  the  budget  look  big, 
if  we  didn't  have  it  here?  I  am  not  talking  about  outlays;  budget 
authority. 

Mr.  Itteilag.  This  is  a  rather  arcane  technical  issue.  We  can 
expand  on  this  in  the  record. 
[The  information  follows:] 
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Advance  Appropriation  Authority 

Public  assistance  appropriations  accounts  historically  have  had  authority,  based 
on  their  substantive  legislation,  to  make  grant  awards  for  the  first  quarter  of  a 
fiscal  year  during  the  last  quarter  of  the  preceding  fiscal  year. 

This  has  been  accomplished  through  advance  funding  or  "borrowing"  authority, 
i.e.,  authority  to  obligate  and  disburse  funds  during  a  fiscal  year  from  a  succeeding 
year's  appropriations.  This  practice  requires  complicated  accounting  procedures,  and 
rarely  receives  congressional  review,  despite  the  large  sums  of  money  involved. 

The  President's  fiscal  year  1983  budget  offers  an  alternative  to  this  practice  that 
enables  Congress  to  exercise  full  control  over  the  program  levels  made  available  for 
these  accounts.  This  alternative,  called  advance  appropriations,  is  to  appropriate 
needed  funding  for  the  first  quarter  grants  a  full  year  in  advance  of  its  obligation. 
This  action  has  the  effect  of  providing  advance  assurance  of  funds  which  some 
States  require  before  they  can  make  payments  to  recipients  and  vendors  on  or  near 
the  beginning  of  the  quarter,  and  to  simplify  record-keeping  by  showing  appropri- 
ations, budget  authority,  and  obligations  consistently  within  the  same  fiscal  year. 

IMPACT  OF  THREE  PERCENT  MEDICAID  REDUCTION 

Mr.  Conte.  Is  anyone  concerned  here  about  this  year's  4  percent 
reduction  in  Medicaid  reimbursement  to  the  States?  And  how,  in 
your  opinion,  have  they  managed  last  year's  3  percent  reduction? 

Dr.  Davis.  16  States  have  already  sent  in  their  estimates  indicat- 
ing that  they  will  be  below  the  109  percent  of  their  1982  expendi- 
tures. 

I  think  this  is  rather  significant  in  and  of  itself  in  terms  of  their 
accomplishments.  We  are  already  seeing  a  great  deal  of  activities 
within  the  States  as  they  send  forth  State  plan  amendments  and 
waiver  requests.  They  are  beginning  to  make  significant  savings 
and  we  anticipate  that  this  will  continue. 

RELATION  OF  PROPOSED  LAW  TO  MEDICAID  REQUEST 

Mr.  Conte.  Your  budget  of  $17.6  billion  in  Medicaid  is  based  on  a 
series  of  legislative  changes  that  you  estimate  will  save  the  pro- 
gram nearly  $3  billion.  How  soon  do  these  changes  need  to  be  made 
in  order  for  you  to  implement  them  in  fiscal  year  1983? 

Now  we  touched  on  that,  Mr.  Itteilag,  briefly.  You  said  $1.9  bil- 
lion. I  got  the  $3  billion  out  of  your  justifications  on  page  10. 

Do  you  know  what  book  I  am  talking  about? 

Mr.  Itteilag.  Yes,  sir. 

Mr.  Conte.  The  justifications. 

Mr.  Itteilag.  The  difference,  Mr.  Conte,  is  the  fact  that  we  are 
proposing  in  this  fiscal  year  a  block  grant  for  the  administrative 
costs  for  AFDC  and  Medicaid  and  those  costs  are  displayed  in  the 
budget  of  the  Social  Security  Administration. 

If  that  change  were  included  in  the  amount  I  gave  you,  then  it 
would  be  equal  to  the  $3  billion  which  you  just  mentioned. 

Mr.  Conte.  Let  me  give  you  another  figure.  The  budget  figure 
shows  $1.4  billion  saving.  Where  do  we  get  that  figure? 

How  do  we  rationalize  that  one?  Page  869  of  the  budget,  the 
President's  budget. 

Mr.  Itteilag.  I  am  afraid  you  are  beyond  even  me  at  this  point.  I 
will  be  happy  to  explain  that  for  the  record. 

Mr.  Conte.  A  little  good  mental  exercise  for  a  Friday  morning. 

[The  information  follows:] 
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Explanation  of  Medicaid  Savings 

The  fiscal  year  1983  budget  for  Medicaid  contains  $2.9  billion  in  outlay  savings. 
This  includes  $1.9  billion  in  benefit  savings;  $.2  billion  in  savings  from  the  proposed 
block  grant  of  Medicaid,  AFDC,  and  Food  Stamp  administrative  costs;  and  a  trans- 
fer of  $.8  billion  to  SSA  for  the  Medicaid  portion  of  the  administrative  cost  block 
grant.  The  $1.4  billion  in  savings  in  the  President's  budget  reflects  fiscal  year  1983 
benefit  savings  expressed  in  terms  of  budget  authority.  Since  advance  funds  for  the 
first  quarter  of  fiscal  year  1983  are  considered  fiscal  year  1982  budget  authority, 
budget  authority  savings  in  1983  include  only  three  quarters  of  savings. 

PROGRAM  MANAGEMENT 

Mr.  Conte.  What  would  your  agency  do  if  it  received  more 
money  than  they  required  in  its  1983  budget  for  administrative 
costs? 

Dr.  Davis.  For  administrative  costs,  if  we  receive  more  money  in 
that  component  of  our  budget,  Mr.  Conte  

Mr.  Conte.  In  that  component,  administrative  costs. 

Dr.  Davis.  We  would  seek  to  soften  the  impact  of  the  reduction- 
in-force. 

Mr.  Conte.  Will  the  creation  of  the  welfare  service  block  grant 
have  any  impact  on  your  administrative  costs? 
Dr.  Davis.  Minimal,  Mr.  Conte. 

Mr.  Sexton.  The  block  grant,  itself,  just  transfers  the  remaining 
Medicaid  administrative  costs  into  the  block. 

Mr.  Conte.  What  would  your  agency  do  if  it  received  more 
money  than  it  requested  in  its  budget  for  Medicare  contractors? 

Dr.  Davis.  We  would  increase  reimbursement  safeguards;  such  as 
provider  audits,  medical  review  and  utilization  review  functions. 

Mr.  Kappert.  What  we  have  done  in  this  whole  process  of  exam- 
ining the  contractor  budget  and  cutting  out  unnecessary  things, 
has  about  reached  its  limits. 

If  we  were  to  have  more  money,  we  have  already  in  place,  to  live 
within  our  current  situation,  a  plan  to  look  very  thoroughly  at 
medical  review  and  at  audit.  It  is  targeted  significantly,  depending 
on  the  circumstances  in  any  given  area  such  that  we  would  be  in 
an  investment  position  to  dedicate  more  money  to  audit  or  medical 
review  and  so  forth  on  the  assumption  that  there  would  be  a 
return  on  the  program  side  anywhere  from  four-to-one  to  10-to-one. 

Dr.  Davis.  We  would  also  invest  in  productivity  enhancements  by 
using  some  additional  dollars  for  hardware  and  activities  in  the 
computerized  area,  because  we  are  anxious  to  move  as  quickly  as 
we  can  to  paperless  claims  processing. 

But  that  does  take  a  productivity  investment  and  we  haven't  had 
the  funds  to  do  that. 

Mr.  Conte.  All  this  RIFing,  I  hope  we  haven't  RIFed  any  inspec- 
tors? Is  that  what  you  call  then  in  your  Department? 

Dr.  Davis.  In  our  Department,  they  are  in  our  program  valida- 
tion area.  In  the  other  part  of  the  Department,  they  are  under  the 
Inspector  General.  We  have  two  groups. 

Mr.  Conte.  Auditors? 

Dr.  Davis.  Yes,  auditors  in  both. 

Mr.  Conte.  No  cuts  there? 

Dr.  Davis.  No  cuts  at  this  time. 

Mr.  Conte.  Thank  you,  Mr.  Chairman. 
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ADEQUACY  OF  1983  CONTRACTOR  REQUEST 

Mr.  Natcher.  Yes.  Now,  Dr.  Davis,  tell  us  how  much  money  is  in 
your  1983  budget  for  contractors  and  why  you  consider  this  amount 
to  be  adequate? 

How  much  do  you  have  in  your  budget? 

Dr.  Davis.  $704  million;  it  is  based  on  assumption  of  significant 
savings  from  working  with  the  contractors  in  terms  of  moving  to 
increase  operating  efficiency,  such  as  by  utilizing  more  computer- 
ized services. 

We  also  have  a  task  force,  that  perhaps  Mr.  Kappert  would  like 
to  speak  about,  that  has  been  looking  to  see  how  to  significantly 
redesign  the  entire  claims  process.  We  believe  that  we  can  manage 
to  hold  the  budget,  through  these  efforts  and  by  prudently  selecting 
the  activities  that  the  claims  processers  will  be  doing,  even  though 
they  do  have  an  increase  in  their  claims  workload. 

Mr.  Natcher.  You  feel  the  $704  million  is  adequate? 

Dr.  Davis.  It  is  adequate  if  we  can  continue  to  work  with  the 
contractors  and  redesign  the  system. 

Mr.  Natcher.  All  right. 

Now,  in  the  interest  of  saving  a  little  time,  Dr.  Davis,  let  me 
review  with  you  a  few  facts  now  that  you  have  in  your  1983  Medi- 
care contractor  budget. 

First,  the  number  of  claims  processed  in  1983  is  expected  to  be  11 
percent  higher  than  1982,  that's  correct,  isn't  it? 

Dr.  Davis.  That's  correct. 

Mr.  Natcher.  The  contractor  wages  are  expected  to  increase  by 
approximately  9  percent. 
Dr.  Davis.  I  believe  that  it  is  7.5  percent. 

Mr.  Natcher.  You  expect  contractors  to  increase  expenditures 
-  for  audits  from  52-  to  about  $55  million?  - 
Dr.  Davis.  That's  correct. 

Mr.  Natcher.  You  expect  the  contractors  to  take  over  the  utiliza- 
tion review  activities  formerly  done  by  the  PSROs  and  the  addi- 
tional claims  form  previously  processed  directly  by  the  Office  of 
Direct  Reimbursement? 

Dr.  Davis.  Yes. 

Mr.  Natcher.  Over  the  last  10  years,  the  cost  per  claim  proc- 
essed has  dropped  by  more  than  40  percent  after  adjusting  for  in- 
flation. 

During  the  same  time,  the  cost  of  processing  claims  has  dropped 
from  3.3  percent  of  expenditures  to  1.2  percent,  is  that  correct? 
Dr.  Davis.  Yes,  Mr.  Chairman. 
Mr.  Natcher.  All  right. 

Now,  assuming  these  statements  are  correct,  how  do  you  expect 
the  contractors  to  do  this  work  in  1983,  for  $7  million  less,  now,  Dr. 
Davis,  than  we  have  had  in  1982? 

You  know,  we  get  letters,  they  write  to  us.  Mr.  Stevens  puts 
them  in  a  book,  sometimes  the  books  get  right  full.  How  are  we 
going  to  do  it,  Dr.  Davis? 

Dr.  Davis.  That  is  a  great  challenge  to  the  management  efficien- 
cies of  the  contractors  and  to  us,  but  we  are  trying  to  work  with 
them  in  terms  of  redesigning  the  way  that  the  claims  processing  is 
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handled.  Also,  there  will  be  some  things  that  we  simply  won't  do 
that  we  are  now  doing  in  order  to  stay  within  that  budget. 

PROPOSED  CHANGES  IN  CONTRACTOR  OPERATION 

Mr.  Natcher.  Now  the  changes  that  you  propose  to  streamline 
the  contractor  workloads,  has  this  been  finalized  by  the  Adminis- 
tration and  communicated  to  the  contractors?  Have  you  discussed 
it  with  them? 

Go  right  ahead. 

Mr.  Kappert.  Starting  with  that  number  that  I  didn't  recall  that 
you  did,  795,  we  began  to  meet  very  frequently  with  the  contrac- 
tors. In  terms  of  looking  at  current  functions,  we  reduced  them 
some  $80  million,  which  got  us  in  the  neighborhood  of  where  we 
are  operating  now. 

Because  of  the  technical  issue  that  you  discussed  before  on  the  $7 
million,  we  currently  have  them  operating  within  that  $704 
margin. 

As  I  mentioned  earlier,  we  have  just  about  squeezed  as  far  as  we 
can  squeeze.  The  next  step  Dr.  Davis  is  suggesting  is  to  look  very 
definitively  at  major  changes. 

Those  have  not  been  totally  decided  on.  They  are  under  review 
between  ourselves  and  the  contractors.  Among  them  would  be  the 
elimination  of  the  paper. 

You  mentioned  the  number  of  claims,  the  way  workload  volume 
is  rising.  We  are  looking  at  the  possibility  in  the  near  future  of 
having  as  many  as  300  million  paper  transactions  per  year  in 
Medicare.  The  weight  of  that  might  break  down  the  whole  system. 

So  going  to  paperless  processing,  machine-to-machine  kind  of  fi- 
nancial transactions,  so  forth,  seems  to  hold  a  lot  of  promise  for  us. 

Beyond  that,  we  are  looking  at  simplifying  the  whole  administra- 
tive structure  of  perhaps  not  having  any  overlapping  contractor  ju- 
risdiction. But  those  are  the  kind  of  things  we  have  to  do  to  make 
things  work  in  1983. 

It  is  under  study,  but  there  are  no  final  decisions. 

IMPACT  OF  BUDGET  ON  CONTRACTORS 

Mr.  Natcher.  Now  we  receive  letters,  Dr.  Davis,  communications 
of  every  description,  indicating  in  some  instances  that  contractors 
will  have  to  get  out  of  the  Medicare  business  if  they  don't  get  some 
relief  on  their  budget. 

Is  this  a  serious  possibility?  If  so,  if  this  takes  place,  how  would 
you  handle  it,  Dr.  Davis? 

Dr.  Davis.  Both  Mr.  Kappert  and  I  have  met  with  a  number  of 
the  intermediaries  and  the  carriers,  and  a  number  of  the  insurance 
corporations  have  indicated  they  have  some  serious  concern  at  this 
time,  Mr.  Natcher. 

I  know  of  one  that  has  indicated  that  clearly  to  us.  I  understand 
several  others  are  also  at  the  point  of  discussing  with  their  own 
boards  of  trustees  whether  they  can  work  at  this  budget  level. 

As  to  what  we  would  do  if  one  does  make  the  decision  to  not  stay 
with  the  program,  we  would  have  to  go  out  and  ask  for  bids  for  an- 
other intermediary  or  carrier  to  pick  that  up. 

Mr.  Natcher.  Try  to  get  somebody  to  take  their  place? 
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Dr.  Davis.  That's  right. 

Mr.  Natcher.  If  the  committee  decided  to  add  $50  million  to 
your  contractor  budget,  could  you  use  these  funds,  Dr.  Davis? 

Dr.  Davis.  We  would  use  them  as  prudently  as  possible,  Mr. 
Chairman. 

Mr.  Natcher.  The  committee  has  been  told  that  many  contrac- 
tors have  been  forced  to  cut  back  their  audit  staff.  Tell  us  if  this  is 
correct,  and  if  so,  what  effect  you  expect  it  to  have  on  program  ex- 
penditures. 

Dr.  Davis.  It  is  true,  Mr.  Chairman,  that  some  of  the  contractors 
have  had  to  cut  back  in  that  area.  We  have,  however,  asked  them 
to  focus  on  the  auditing  of  the  larger  providers,  where  we  believe 
the  biggest  dollar  return  is. 

We  believe,  as  of  this  moment,  that  these  reductions  will  not 
have  a  significant  negative  impact  on  the  program. 

Mr.  Kappert.  We  had  to  cut  back  minimally  for  1981  and  try  to 
restore  it  in  1982.  We  hope  to  get  it  back  to  where  it  was  in  1983. 

But  as  Dr.  Davis  suggests,  we  have  also  worked  with  them  to  de- 
velop a  very  sophisticated  audit  plan  which  targets  those  things 
that  we  have  found  the  most  abuse  in  and  those  areas,  as  she  sug- 
gests, where  the  most  money  is. 

1983  PROFESSIONAL  STANDARDS  REVIEW  ORGANIZATIONS  REQUEST 

Mr.  Natcher.  Now,  Dr.  Davis,  professional  standards  review  or- 
ganization, PSRO's — I  believe  your  1983  fiscal  year  budget  again 
proposes  to  terminate  support  for  the  PSRO  program. 

What  do  you  have  in  this  budget?  $25  million? 

Dr.  Davis.  $25  million. 

Mr.  Natcher.  $25  million  to  phase  out.  Tell  us  why  you  are  pro- 
posing to  abolish  this  program? 

Dr.  Davis.  We  are  again  submitting  legislation  to  abolish  the 
PSRO  program  this  year  as  we  did  last  year,  because  we  believe 
that  it  is  an  inefficient  and  rather  ineffective  program.  We  frankly 
believe  that  the  kind  of  utilization  review  that  would  merit  the 
greatest  return  would  occur  by  asking  the  Medicare  intermediaries 
and  contractors  to  do  the  job. 

They  already  have  the  data  in  hand  because  they  perform  all  the 
claims  processing.  In  addition,  with  the  contractors  working  there, 
you  would  have  utilization  review  of  both  Part  A  and  Part  B. 

We  think  that  since  the  past  assessments  have  indicated  that 
there  is  minimal,  if  any,  return  over  and  above  the  expenditures 
for  the  PSRO  program,  that  it  is  not  prudent  for  us  to  continue  to 
support  this  kind  of  administrative  costs. 

I  might  indicate  to  you  that  the  reason  for  the  three-year  phase- 
out  was  that  it  would  provide  the  opportunity  for  those  PSROs  that 
have  been  effective  to  seek  outside  private  support. 

To  date,  thirty-four  PSROs  have  gotten  private  support. 

Also,  since  the  States  were  given  the  flexibility  this  last  year  to 
either  do  their  own  utilization  review  or  to  contract,  New  York  and 
New  Jersey  have  chosen  to  contract  with  the  PSRO's. 
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STATE  USE  OF  PSRO'S 

Mr.  Natcher.  Dr.  Davis,  as  you  know,  the  Reconciliation  Act 
made  PSRO  review  optional  for  State  Medicaid  programs.  What 
has  been  the  impact  of  this  change? 

Dr.  Davis.  Some  of  the  States  have  decided  to  do  their  own  utili- 
zation review  and  some  have  used  the  PSROs.  I  believe  Pennsylva- 
nia is  one  of  the  States  that  comes  to  mind  that  is  not  using  the 
PSROs  now. 

We  will  submit  the  entire  list  for  the  record,  Mr.  Chairman. 
Mr.  Natcher.  When  you  get  the  transcript  back,  put  a  little  ad- 
ditional information  in  there  for  us. 
[The  information  follows:] 

Status  of  State  Contracts  With  PSRO's 

Professional  Standards  Review  Organizations  (PSROs)  in  Iowa,  New  York,  New 
Jersey,  Vermont,  Washington,  Colorado,  Montana,  and  California  have  already 
worked  out  relatively  firm  agreements.  PSROs  in  Alabama,  Mississippi,  North  Caro- 
lina, Florida,  Illinois,  Ohio,  Indiana,  New  Mexico,  Oklahoma,  South  Dakota, 
Nevada,  and  Oregon  are  presently  actively  involved  in  negotiating  their  arrange- 
ments. Georgia,  Pennsylvania,  Michigan,  Utah,  and  North  Dakota  have  made  defi- 
nite decisions  not  to  contract  with  PSRO's. 

Mr.  Natcher.  As  I  understand,  if  phased  out,  then  the  medicare 
contractors  would  take  the  place  of  PSRO. 
Dr.  Davis.  That  is  correct. 
Mr.  Natcher.  Mr.  Conte,  I  yield  to  you. 

Mr.  Conte.  Following  up  on  the  chairman's  questions  on  the 
PSROs,  in  1982  we  provided  funding  for  130  PSROs;  for  fiscal  year 
1983,  you  are  seeking  funding  for  only  62. 

Dr.  Davis.  That  is  correct. 

Mr.  Conte.  The  question  is,  how  will  you  decide  which  ones  to 
fund?  Will  you  choose  the  62  most  effective,  or  62  newest,  or  62 
oldest? 

Dr.  Davis.  We  would  anticipate  going  out  this  fiscal  year  with 
another  review,  just  as  we  did  last  year,  and  simply  discontinue  the 
least  effective  PSRO's  according  to  out  evaluation  criteria. 

CONSULTANT  SERVICES 

Mr.  Conte.  Better  take  a  good,  hard  look  at  that  one  up  there  in 
western  Massachusetts. 

Now  consultant  services,  how  much  do  you  spend  and  on  what 
kinds  of  services?  I  ask  this  of  every  agency  that  comes  up. 

Dr.  Davis.  We  would  like  to  submit  that  for  the  record. 

Mr.  Conte.  Okay. 

[The  information  follows:] 
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Consultant  Services 

The  Health  Care  Financing  Administration  utilizes  consultant  services  in 
accordance  with  current  Departmental  policy  governing  the  acquisition, 
management,  and  control  of  these  types  of  services.  Specifically,  we 
procure  these  services  only  when  the  following  criteria  are  met: 

I.  The  work  to  be  accomplished  is  critical  to  the  planning, 
development,  operation,  or  evaluation  of  a  DHHS/HCFA 
program; 

II.  the  work  cannot  be  accomplished  by  HCFA,  DHHS,  or  other 
Agency  staff; 

III.  the  work  is  normally  and  economically  available  from  the  private 
sector; 

IV.  where  the  work  to  be  done  is  mandated  by  law  to  be  performed 
by  a  consultant  (i.e.,  expert  witnesses). 

The  majority  of  this  Agency's  consultant  contracts  meet  criteria  I  through 
III.  This  includes  all  of  the  Research  contracts  and  all  but  a  few  of  the 
Administrative  contracts.  For  example,  with  regard  to  the  IMS  American 
contract  shown  in  the  table  below,  the  work  to  be  performed  by  IMS  is 
critical  to  the  development  and  operation  of  the  agency's  Maximum 
Allowable  Cost  (MAC)  Program;  IMS  America  is  the  only  data  source  for 
generic  and  brand-name  pharmaceuticals.  It  is,  moreover,  more  economical 
to  deal  with  a  company  that  is  the  largest  professional  drug  market  auditing 
firm  in  the  country  with  substantial  in-house  expertise  and  economies  of 
scale  rather  than  attempt  to  develop  an  immediate  and  short-term  in-house 
capability  to  acquire  this  data.  In  some  instances,  however,  criterion  IV 
applies,  particularly  to  the  provision  of  expert  advice  and/or  testimony,  as 
related  to  Medical  Consultants,  Hearing  Officers,  Medicals  Director  and 
Research  and  Demonstration  expert  witnesses. 


FY  1982 

CONSULTANT  SERVICES 

Research 

1. 

Medigap  Certification  Program  (Congressionally 

Mandated) 

200 

,000 

2. 

Transitional  Allowances  for  Closure  and  Conversion 

(Congressionally  Mandated) 

500 

,000 

3. 

Swing  Bed  Reimbursement  (Congressionally  Mandated) 

100 

,000 

4. 

Medicare  Contractor  Evaluation 

500 

,000 

5. 

Evaluation  of  Medicaid  Program  Changes 

300 

,000 

Total  Research 


1,600,000 
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Administrative  Costs  \ 

Special  Programs  / 

1.  Study  Regional  Variations  in  Home  Dialysis  and 
Transportation  87 , 500 

2.  Annual  Child  Health  Action  Planning  Prototypes  99,700 

3.  Brochure  -  "Living  with  End  Stage  Renal  Disease"  92,900 

280,100 


Quality  Control 

1.  Medical  Consultants 

2.  Software  Development  -  Testing  Quality  Assurance 

3.  Statistical  Services 


Program  Operations 


1.  Arkansas  Locality  Study 

2.  Medicaid  Eligibility  and  Data  Exchange  Systems, 
Procedures,  and  Priorities 

3.  Design  and  Development  of  Updated  Management  and 
Administrative  Reporting  MMIS  Subsystem 

50,000 

nCA  AAA 

250,000 

100,000 
400,000 

Program  Policy 

1.      IMS  America  Contract/Maximum  Allowable  Cost 

637,000 

Support  Services 

1.  Medical  Consultants  and  Hearing  Officers 

2.  ODR  Medical  Director 

95,000 
20,000 
115,000 

ADP 

1.  ESRD  Users  Manual 

2.  HCFA  ADP  Security  and  Risk  Management  Analysis 

50,000 
70,000 
120,000 

Miscellaneous  Purchase  Orders 

/ 

55,900 

Total  Administrative 

1,673.0 

25,000 
30,000 
10,000 
65,000 
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Mr.  Conte.  Thank  you,  Mr.  Chairman. 

1983  RESEARCH  REQUEST 

Mr.  Natcher.  Yes. 

Now,  Dr.  Davis,  your  budget  proposes  to  spend  $30  million  on  re- 
search. How  much  of  this  will  be  used  to  support  new  projects? 

Ms.  Feinstein.  Mr.  Chairman,  23  percent  of  the  1983  research 
budget  will  be  used  to  fulfill  congressionally  mandated  studies.  I 
suppose  you  could  say  everything  after  that  is  somewhat  discretion- 
ary, although  I  would  point  out  that  two-thirds  of  the  budget  is 
made  up  of  continuations  of  earlier  projects.  So  really  a  very  small 
proportion  will  be  in  new  starts. 

Mr.  Natcher.  How  much  money  have  you  allocated  to  the  health 
policy  centers  in  fiscal  year  1982,  and  how  much  do  you  expect  to 
provide  in  1983  fiscal  year? 

Ms.  Feinstein.  Both  of  the  health  policy  centers  that  have  been 
funded  will  continue  to  be  funded  up  through  their  current  funding 
period  in  fiscal  year  1982.  After  that  we  will  again  look  at  both  of 
them  for  continuation  funding  in  1983. 

Mr.  Natcher.  Are  you  satisfied  with  the  quality  of  the  research 
coming  out  of  these  policy  centers? 

Ms.  Feinstein.  To  be  quite  frank  with  you,  it  has  been  uneven  in 
certain  instances.  By  and  large,  however,  the  quality  has  been 
very,  high. 

Mr.  Natcher.  At  what  point  would  you  expect  to  terminate  the 
core  grants  to  the  centers  and  let  them  compete  with  other  appli- 
cants for  available  funds?  When  would  you  expect  this  to  take 
place? 

Ms.  Feinstein.  The  maximum  period  for  funding  under  the  year- 
by-year  continuation  grants  is  five  years,  which  will  end  in  1983. 
After  that,  they  must  compete  for  funding. 

Mr.  Natcher.  The  justification  indicates  that  you  plan  to  initiate 
a  $5  million  research  effort  in  the  area  of  competition.  At  the  same 
time,  you  plan  to  submit  your  competition  legislative  package  later 
this  spring,  I  believe.  Won't  the  results  of  this  research  come  in  too 
late  to  be  of  use  in  the  policy  process? 

Ms.  Feinstein.  No,  we  do  not  really  believe  so.  The  competition 
demonstrations  support  our  legislative  proposals.  In  addition  they 
get  into  some  areas  that  our  legislative  proposal  do  not  directly 
deal  with,  such  as  prudent  buyer  for  laboratory  services,  home 
health,  and  the  like,  and  pending  the  results  of  those  findings  we  \ 
may  come  before  the  committee  with  expanded  demonstration  au- 
thority requests. 

Mr.  Natcher.  Won't  the  health  insurance  studies  funded  by  this  | 
committee  for  many  years  in  the  policy  research  account  give  your 
the  information  that  you  need — the  Rand  study?  You  would  not  be 
able  to  get  your  information  there? 

Ms.  Feinstein.  We  have  a  very,  very  comprehensive  idea  in 
terms  of  going  forward  in  the  competition  area,  both  to  build  orr 
the  Rand  studies,  quite  frankly,  and  on  some  of  our  demonstrations,: 
in  the  HMO  area  looking  at  factors  affecting  consumer  choice,  the 
ability  of  HMOs  to  provide  a  broader  range  of  services  current!} 
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available  under  medicare,  and  the  kind  of  administrative  savings 
that  would  result. 

Mr.  Natcher.  On  page  19  of  the  budget  you  state  that  your  fiscal 
year  1981  research  program  resulted  in  $400  million  of  program 
savings.  You  give  as  an  example  the  elimination  of  the  private- 
room  subsidy  under  medicare.  Tell  us  specifically,  now,  what  re- 
search was  funded  in  this  area  and  how  it  affected  policy. 

Ms.  Feinstein.  Our  1983  legislative  and  regulatory  proposals  con- 
tain a  number  of  proposals  that  grew  directly  out  of  research  activ- 
ities. The  one  you  indicate,  the  private  room  differential  came  from 
a  study  in  which  we  realized  that  we  were  in  fact  paying  twice  for 
a  private  room,  The  research  results  were  transmitted  to  our  Office 
of  Legislation  and  Policy,  and  are  before  you  today  in  the  form  of  a 
regulatory  proposal.  Likewise  with  the  identification  of  the  radiol- 
ogy and  pathology  billings  at  the  100-percent  mark,  the  opportuni- 
ty for  savings  there  grew  out  of  a  research  contract. 

END  STAGE  RENAL  DISEASE  NETWORKS 

Mr.  Natcher.  Why  have  you  proposed  to  break  out  the  end  stage 
renal  disease  network  as  a  separate  line  item  in  the  budget? 

Mr.  Sexton.  The  end-stage  renal  disease  network  coordinating 
councils  are  the  subject  of  a  legislative  proposal  for  elimination. 
They  are  highlighted  here  under  the  current  law  budget  and  iden- 
tified in  part  because  we  expect  to  eliminate  them  and  the  cost  as- 
sociated with  them  should  the  legislation  pass. 

Mr.  Natcher.  What  is  the  basic  function  of  these  networks? 

Dr.  Davis.  The  basic  function  of  the  networks,  Mr.  Chairman,  is 
to  be  to  insure  the  quality  of  care  in  dialysis  facilities  and  to  assist 
in  making  determination  about  the  numbers  of  facilities  and  where 
they  should  be  located.  We  think  that  the  results,  however,  of  their 
activities,  has  been  mixed  at  best. 

Since  the  networks  primarily  are  composed  of  individuals  who  al- 
ready own  or  work  within  a  facility,  having  that  particular  group 
study  whether  or  not  one  should  have  more  facilities  does  seem  to 
present  problems  since  there  might  be  less  than  total  ability  to  be 
candid  and  open  about  competition  in  an  area.  I  think  the  quality 
component  has  been  uneven  at  best.  They  spend  a  great  deal  of 
their  time  looking  at  such  factors  as  control  of  hepatitis,  things  of 
this  nature.  What  we  perceive  is  that  there  is  a  need  for  encourage- 
ment of  more  individuals  to  go  into  a  home  dialysis  program.  That 
rate  has  risen  ever  so  slightly,  but  we  think  it  has  been  more  a 
result  of  changes  in  technology,  that  is  with  the  introduction  of  the 
continuous  ambulatory  peritoneal  dialysis  treatments,  rather  than 
the  efforts  of  ESRD  networks  themselves. 

Mr.  Natcher.  Is  conflict  of  interest  a  significant  problem  in  net- 
work decisions  regarding  the  approval  of  new  or  expanded  dialysis 
units? 

Mr.  Kappert.  Yes.  I  think  that  is  what  Dr.  Davis  has  just  sug- 
gested that  when  people,  who  are  already  in  the  business,  are  re- 
sponsible for  attempting  to  include  or  exclude  other  potential  pro- 
viders, there  certainly  is  a  possible  conflict  of  interest. 

Ms.  Feinstein.  In  fact,  we  have  seen  States  that  do  their  own  in- 
dependent review  of  the  need  for  these  facilities,  that  come  up  with 
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recommendations  that  are  in  total  conflict  with  what  the  ESRD 
networks  proposed. 

Mr.  Natcher.  I  believe  the  total  expenditures  for  the  renal  dis- 
ease program  amounts  to  almost  $2  billion.  Have  you  considered  es- 
tablishing Federal  facilities  to  provide  dialysis  services  directly  to 
patients  as  a  way  of  reducing  costs? 

Dr.  Davis.  Mr.  Chairman,  that  is  not  an  area  that  we  have  had 
under  consideration.  It  represents  a  unique  thought  at  this 
moment  in  time.  We  have  spent  our  time  looking  at  several  other 
factors  in  order  to  contain  cost.  One,  to  try  to  increase  the  number 
of  individuals  who  have  kidney  transplants.  More  basically,  we 
need  to  institute  a  significant  prevention  program  to  obviate  the 
need  for  dialysis,  and  also  to  try  to  reduce  the  demand  for  dialysis 
by  offering  more  transplantation.  We  have  an  ongoing  interdepart- 
mental task  force  that  has  been  looking  at  a  number  of  these  op- 
tions. I  expect  to  send  some  recommendations  forward  to  the  Secre- 
tary very  shortly.  In  summary,  Mr.  Chairman  we  too  are  concerned 
about  effecting  some  reduction  in  the  rate  of  increase  in  the  ESRD 
program. 

TRAVEL  COSTS 

Mr.  Natcher.  Now,  Dr.  Davis,  let  us  take  up  administrative 
costs.  Last  year  the  committee  directed  that  your  agency  reduce  its 
expenditures  for  travel,  consultants,  overtime,  and  printing.  Ex- 
cluding contractor  costs,  tell  the  committee  how  much  you  spent  on 
each  of  these  areas  in  1981,  fiscal  year  1982,  and  how  much  you 
plan  to  spend  now  in  fiscal  year  1983;  What  about  travel,  can  you 
give  us  travel  first? 

Mr.  Sexton.  Mr.  Natcher,  we  can  submit  a  complete  list  of  those 
for  the  record.  But  I  would  point  out  that  in  making  reductions 
this  year  from  our  original  request  to  the  final  budget  amount  that 
we  are  operating  under,  we  took  a  substantial  reduction,  some  30- 
plus  percent,  in  the  discretionary  areas  of  nonsalaried  costs.  We 
will  provide  a  specific  listing  for  you  of  those. 

Mr.  Natcher.  You  do  that  in  the  transcript. 

[The  information  follows:] 

ADMINISTRATIVE  COSTS,  SELECTED  OBJECT  CLASSES 


[In  thousands  of  dollars] 


Object  class 

Fiscal  year — 

1981  actual 

1982  plan 

1983  estimate 

Overtime/awards  

  1,263 

848 

800 

Travel  

  5,066 

4,808 

5,087 
2,971 
4,700 

Printing  

  2,963 

2,425 

Consultant  contracts 

  806 

3,273 
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FISCAL  YEAR  PROGRAM  MANAGEMENT,  OTHER  OBJECT  CLASS  SAVINGS 


[In  thousands  of  dollars] 


Object  class 


Initial  plan 


Revised  plan 


Savings 


Overtime/awards  

Travel/transportation  

Interagency  agreements 

Other  contracts  

Working  capital  fund  

Other  

Training  


900 
6,342 
599 
3,754 
640 
200 
387 


848 
4,808 

399 
1,925 

445 
97 

100 


52 
1,534 
200 
1,829 
195 
103 
287 


Total 


12,822 


8,622 


4,200 


CONSULTANT  SERVICES  COST 


Mr.  Natcher.  What  about  consultants;  can  you  give  us  any  idea? 

Mr.  Sexton.  Again  I  do  not  have  the  exact  numbers  in  front  of 
me.  But  consultant  services  were  included  in  the  30  percent  reduc- 
tion in  our  non-salaried  costs. 

Mr.  Itteilag.  For  the  Health  Care  Financing  Administration,  the 
fiscal  year  1983  amount  is  $4.7  million.  That  compares  with  an 
original  request  amount  in  fiscal  1982  of  $7.1  million,  which  we 
have  subsequently  had  to  reduce  to  $3.3  million. 

Mr.  Natcher.  Now  under  the  justifications  we  have  before  us  on 
page  101,  as  far  as  consultants  you  have  $806,000  in  1981.  Is  that 
about  right? 

Mr.  Sexton.  That  is  correct. 

Mr.  Natcher.  Fiscal  year  1982,  $3,273,000. 

Mr.  Sexton.  Correct. 

Mr.  Natcher.  $4,700,000  in  1983. 

Dr.  Davis.  Yes. 

Mr.  Natcher.  Why  the  increase  from  1982  to  1983?  Why  is  this 
money  necessary,  this  additional  increase?  Why  more  for  consult- 
ants in  1983  than  in  1982? 

Mr.  Sexton.  A  substantial  amount  of  the  increase  is  required  for 
the  hiring  of  experts  to  perform  surveys  of  psychiatric  hospitals 
under  the  state  certification  program.  In  addition  there  is  a  com- 
prehensive analysis  under  the  A- 109  program  to  look  at  our  entire 
set  of  computer  needs.  As  you  know,  we  have  a  major  information- 
processing  capacity  in  the  Medicare  program.  We  are  looking  at 
the  relationship  of  the  Medicare  workload  to  the  other  data  proc- 
essing that  we  do  and  are  attempting  to  determine  the  relationship 
of  our  ADP  development  to  that  of  the  Social  Security  Administra- 
tion computer  system.  Before  we  move  forward  and  make  any 
major  hardware  or  software  expenditures  we  want  to  insure  that  it 
is  on  the  basis  of  a  thorough  and  comprehensive  review. 

Dr.  Davis.  The  House  Committees  on  Government  Operations 
did  request  that  we  do  that  kind  of  review. 

Mr.  Natcher.  Page  99  of  the  budget,  there  you  tell  us  that  you 
are  overstaffed  by  51  positions  in  your  research  program.  If  you  are 
now,  why  do  you  have  an  increase  there  in  consultants  spending  in 
the  research  area  from  $20,000  to  $1,160,000.  If  you  are  overstaffed, 
why  this  increase? 
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Dr.  Davis.  The  reason  we  indicated  that  we  are  overstaffed  by  51 
positions  is  that  our  research  budget  has  been  significantly  de- 
creased. We  initially  started  with  $50  million,  Mr.  Chairman,  and 
we  sustained  a  24-percent  reduction  this  last  year.  So  that  we  are 
now  at  about  $29  million,  $30  million  in  1983,  which  is  relatively  a 
flat  line;  in  actuality,  with  inflation,  that  represents  a  decrease  in 
our  real  budget. 

Mr.  Natcher.  Dr.  Davis,  as  I  understand  it  you  have  too  many 
positions — overstaffed  by  51;  but  you  go  on  the  outside  now  for 
consultants.  Is  this  a  saving?  What  is  the  reasoning  for  it? 

Mr.  Sexton.  I  think,  Mr.  Chairman,  that  the  position  reduction 
is  related  to  the  number  of  people  necessary  to  manage  the  projects 
that  HCFA  has.  That  number  of  projects  is  going  to  have  to  decline 
significantly  with  a  research  budget  that  has  declined  from  an  esti- 
mated $50  million,  down  to  $30  million.  So  with  fewer  projects,  we 
have  made  a  rough  first  estimate  of  the  number  of  people  neces- 
sary to  manage  those  projects. 

Mr.  Natcher.  All  right.  Now  if  you  will  submit  to  the  committee 
a  list  of  every  consultant  contract  awarded  or  expected  to  be 
awarded  in  1982,  with  an  explanation  of  why  the  work  could  not 
have  been  done  in-house,  in  the  record,  please. 

[The  information  follows:] 
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Consultant  Services 

The  Health  Care  Financing  Administration  utilizes  consultant  services  in 
accordance  with  current  Departmental  policy  governing  the  acquisition, 
management,  and  control  of  these  types  of  services.  Specifically,  we 
procure  these  services  only  when  the  following  criteria  are  met: 

I.  The  work  to  be  accomplished  is  critical  to  the  planning, 
development,  operation,  or  evaluation  of  a  DHHS/HCFA 
program; 

II.  the  work  cannot  be  accomplished  by  HCFA,  DHHS,  or  other 
Agency  staff; 

III.  the  work  is  normally  and  economically  available  from  the  private 
sector; 

IV.  where  the  work  to  be  done  is  mandated  by  law  to  be  performed 
by  a  consultant  (i.e.,  expert  witnesses). 

The  majority  of  this  Agency's  consultant  contracts  meet  criteria  I  through 
III.  This  includes  all  of  the  Research  contracts  and  all  but  a  few  of  the 
Administrative  contracts.  For  example,  with  regard  to  the  IMS  America 
contract  shown  in  the  table  below,  the  work  to  be  performed  by  IMS  is 
critical  to  the  development  and  operation  of  the  agency's  Maximum 
Allowable  Cost  (MAC)  Program;  IMS  America  is  the  only  data  source  for 
generic  and  brand-name  pharmaceuticals.  It  is,  moreover,  more  economical 
to  deal  with  a  company  that  is  the  largest  professional  drug  market  auditing 
firm  in  the  country  with  substantial  in-house  expertise  and  economies  of 
scale  rather  than  attempt  to  develop  an  immediate  and  short-term  in-house 
capability  to  acquire  this  data.  In  some  instances,  however,  criterion  IV 
applies,  particularly  to  the  provision  of  expert  advice  and/or  testimony,  as 
related  to  Medical  Consultants,  Hearing  Officers,  Medical  Director  and 
Research  and  Demonstration  expert  witnesses. 

FY  19S2 
CONSULTANT  SERVICES 


Research 


1. 

Medigap  Certification  Program  (Congressionally 

Mandated) 

200 

,000 

2. 

Transitional  Allowances  for  Closure  and  Conversion 

(Congressionally  Mandated) 

500 

,000 

3. 

Swing  Bed  Reimbursement  (Congressionally  Mandated) 

100 

,000 

<f. 

Medicare  Contractor  Evaluation 

500 

,000 

5. 

Evaluation  of  Medicaid  Program  Changes 

300 

,000 

Total  Research 


1,600,000 
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Administrative  Costs 

Special  Programs 

1.  Study  Regional  Variations  in  Home  Dialysis  and 
Transportation 

2.  Annual  Child  Health  Action  Planning  Prototypes 

3.  Brochure  -  "Living  with  End  Stage  Renal  Disease" 


Quality  Control 

1.  Medical  Consultants 

2.  Software  Development  -  Testing  Quality  Assurance 

3.  Statistical  Services 


Program  Operations 

1.  Arkansas  Locality  Study 

2.  Medicaid  Eligibility  and  Data  Exchange  Systems, 
Procedures,  and  Priorities 

3.  Design  and  Development  of  Updated  Management  and 
Administrative  Reporting  MMIS  Subsystem 


Program  Policy 

1.  IMS  America  Contract/Maximum  Allowable  Cost 
Support  Services 

1.  Medical  Consultants  and  Hearing  Off icers 

2.  ODR  Medical  Director 


ADP 

1.  ESRD  Users  Manual 

2.  HCFA  ADP  Security  and  Risk  Management  Analysis 


Miscellaneous  Purchase  Orders 


Total  Administrative 
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Mr.  Natcher.  How  do  you  justify  a  12-fold  increase  in  consultant 
services  in  the  area  of  administrative  costs? 

Dr.  Davis.  That,  Mr.  Chairman,  is  due  to  a  number  of  factors  in- 
cluding the  major  A- 109  computer  study  that  we  referred  to  earli- 
er, various  contracts  to  support  our  efforts  to  reduce  waste  and 
abuse  and  other  program  support  contracts. 

PROPOSED  1983  REDUCTION  IN  FORCE 

Mr.  Natcher.  The  committee  has  already  discussed  with  you 
your  plan  to  RIF  people  in  1982.  How  many  more  positions  do  you 
plan  to  eliminate  in  fiscal  year  1983? 

Dr.  Davis.  It  would  be  approximately  500  more  individuals  Mr. 
Chairman,  in  order  to  stay  within  both  the  budget  and  the  person- 
nel ceiling  that  was  given  to  us  by  OMB. 

Mr.  Natcher.  Now,  if  you  will,  provide  for  the  record  a  table 
showing  your  on-board  strength  over  the  last  3  years  and  projected 
for  fiscal  year  1983,  broken  down  by  basic  operating  bureaus. 

[The  information  follows:] 

STAFFING  FISCAL  YEAR  1980-83  SCHEDULE  OF  POSITIONS  BY  ASSOCIATE  ADMINISTRATOR 


Fiscal  year— 


1980 

1981 

1982 

1983  1 

Immediate  Office  of  the  Administrator  

11 

11 

11 

11 

Provider  reimbursement  review  board  

19 

21 

21 

21 

Office  of  attorney  advisor  

6 

10 

10 

10 

Office  of  executive  operations  

61 

61 

61 

61 

Associate  Administrator  for  Operations  

3,056 

3,030 

2,762 

2,463 

Associate  Administrator  for  Policy  

570 

570 

565 

479 

Associate  Administrator  for  Management  and  Support  Services  

1,246 

1,246 

1,239 

899 

Associate  Administrator  for  External  Affairs  

  50 

50 

50 

45 

Total  HCFA  

5,019 

4,999 

4,719 

3,989 

1  The  distribution  of  positions  between  the  offices  for  fiscal  year  1983  is  tentative 


Mr.  Natcher.  Also,  if  you  will,  give  us  a  detailed  breakdown  of 
the  staff  functions  in  the  Administrator's  office  over  the  same 
period. 

[The  information  follows:] 

Office  of  Administrator  Functions 

The  Immediate  Office  of  the  Administrator  directs  the  planning,  coordination  and 
implementation  of  the  programs  under  Titles  XI,  XVIII,  and  XIX  of  the  Social  Secu- 
rity Act  and  related  statutes,  as  amended,  and  directs  the  development  of  effective 
relationships  between  these  programs  and  private  and  Federally  supported  health- 
related  programs.  Within  broad  Department  of  Health  and  Human  Services  policy 
and  guidelines,  the  Administrator  oversees  the  establishment  of  program  goals  and 
objectives  and  the  development  of  policies,  standards  and  guidelines;  evaluates  prog- 
ress in  the  administration  of  HCFA  programs;  and  ensures  that  required  actions  are 
taken  to  direct  or  redirect  efforts  to  achieve  program  objectives.  The  Administrator 
works  with  the  States,  other  Federal  agencies  and  other  concerned  nongovernmen- 
tal organizations  in  administerindg  health  care  financing  programs.  The  Adminis- 
trator is  assisted  by  a  general  deputy,  who  functions  with  full  authority  during  the 
Administrator's  absence.  The  function  and  size  of  the  Immediate  Office  of  the  Ad- 
ministrator has  been  the  same  from  fiscal  year  1980-fiscal  year  1983. 
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MEDICARE  REIMBURSEMENT  OF  LABOR/MANAGEMENT  COST 

Mr.  Natcher.  Now  can  you  explain  to  the  committee  your  cur- 
rent policy  on  what  type  of  hospital  labor-management  costs  are 
and  are  not  reimbursable  under  medicare? 

Ms.  Feinstein.  I  think  we  would  like  to  submit  that  for  the 
record. 

Mr.  Natcher.  All  right. 

[The  information  follows:] 

Medicare  Reimbursement  of  Hospital  Labor  Management  Costs 

Medicare  reimbursement  of  hospitals  is  based  on  the  reasonable  allowable  costs  of 
services  furnished  to  Medicare  patients.  Allowable  costs  are  necessary  and  proper 
costs  of  developing  and  maintaining  the  operation  of  patient  care  activities.  In  view 
of  this,  the  Medicare  principles  of  reimbursement  for  determining  provider  costs 
recognize  as  allowable  those  necessary  and  proper,  direct  and  indirect  costs  incurred 
in  the  development  and  maintenance  of  patient  care  activities,  including  adminis- 
trative costs.  Therefore,  reasonable  costs  incurred  to  keep  employees  informed  of 
issues  and  to  keep  the  lines  of  communication  open  between  an  employee  and  em- 
ployer are  necessary  and  proper  as  they  are  part  of  normal  personnel  management 
and,  therefore,  are  allowable  costs.  Unless  the  provider's  activities  are  unauthorized 
or  prohibited  by  the  National  Labor  Relations  Act  (NLRA),  or  unless  the  costs  in- 
curred for  such  activities  are  unreasonable  in  amount  of  unnecessary,  they  will  be 
allowable.  Costs  considered  unallowable  for  program  purposes  are  those  costs  in- 
curred for  provider  management  activities  directly  related  to  attempts  to  coercce 
employees  or  otherwise  interfere  with  or  restrain  the  exercise  of  employee  rights  as 
provided  under  the  NLRA.  Furthermore,  union  related  costs  incurred  by  a  non- 
unionized  provider  which  is  not  the  object  of  union  organizing  activities  will  be  con- 
sidered unnecessary  and,  therefore,  not  an  allowable  cost. 

Mr.  Natcher.  I  believe  that  the  last  administration  tried  to 
change  the  definition  of  what  was  and  what  was  not  reimbursable 
in  this  area.  Can  you  give  us  a  little  history  of  this?  What  is  the 
history  of  the  Federal  policy  in  this  area? 

Dr.  Davis.  Mr.  Chairman,  may  we  submit  that  for  the  record, 
please? 

Mr.  Natcher.  All  right. 

[The  information  follows:] 

History  of  Medicare  Reimbursement  Policy  for  Management  Costs  Related  to 

Union  Activities 

Specific  instructions  regarding  union  activities  were  issued  in  June  1979,  section 
2180  of  the  Provider  Reimbursement  Manual  (PRM),  after  we  became  aware  that 
some  providers  were  claiming  costs  for  certain  activities  involving  persuasion  of  em- 
ployees that  were  clearly  not  related  to  patient  care.  Due  to  numerous  inquiries  and 
concerns  pertaining  to  this  policy  guideline,  we  published  a  Notice  in  the  Federal 
Register  on  October  21,  1980,  inviting  public  comment  to  determine  whether 
changes  or  further  development  of  existing  policy  were  appropriate.  After  analysis 
of  the  numerous  comments  received  from  major  and  interested  health  providers  and 
organizations,  it  was  decided  to  retain  the  policy  but  to  provide  further  clarification 
and  examples  in  the  PRM.  This  decision  was  published  in  the  Federal  Register  on 
January  16,  1981. 

Subsequently,  the  American  Hospital  Association  filed  suit  (AHA  V.  Richard  S. 
Schweiker,  Secretary,  Department  of  Health  and  Human  Services,  et.  al.)  alleging 
that  HCFA  policy  guidelines  on  reimbursement  for  union  activities  were  contrary  to 
Medicare  reimbursement  principles  and  that  HCFA  failed  to  provide  the  industry 
notice  and  any  opportunity  to  comment  on  the  guidelines  in  accordance  with  the 
rulemaking  requirement  of  the  Administrative  Procedures  Act.  A  Stipulation  of  Dis- 
missal was  filed  November  13,  1981,  whereby  the  AHA  action  was  dismissed  with 
prejudice.  Under  the  stipulation  the  Department  agreed  to  further  clarify  its  guide- 
lines with  respect  to  labor  related  costs  which  (1)  recognize  the  rights  and  responsi- 
bilities of  employers  and  employees  under  the  National  Labor  Relations  Act 
(NLRA);  (2)  reimburse  providers  for  costs  related  to  labor  management  activities 
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which  are  reasonable  and  necessary,  provided  the  provider  activities  for  which  those 
costs  are  incurred  are  legal  under  the  NLRA,  as  amended;  and  (3)  utilize  the  estab- 
lished criteria  for  identifying  improper  activities  provided  by  the  NLRA  and  the 
rules,  regulations  and  decisions  of  the  NLRA  Board. 

A  PRM  manual  revision,  section  2180,  was  issued  in  January  1982  which  clarified 
the  reimbursement  policy  regarding  union  activities. 

Mr.  Natcher.  Now,  would  expenditures  of  a  hospital  to  try  to 
persuade  its  employees  not  to  organize  or  not  to  join  a  particular 
union,  would  this  be  an  allowable  cost  under  the  medicare  pro- 
gram? 

Ms.  Feinstein.  I  think  we  will  have  to  paint  a  comprehensive 
picture  of  what  the  policy  was  and  where  it  is  now. 
Mr.  Natcher.  In  the  record? 
Ms.  Feinstein.  Yes. 
[The  information  follows:] 

Reimbursement  for  Management  Costs  Related  to  Union  Organizing  Activities 

Reimbursement  is  allowed  only  if  the  hospital's  actions  in  persuading  its  employ- 
ees are  legal  and  authorized  under  the  NLRA.  Costs  claimed  for  activities  which  are 
not  authorized,  or  which  are  prohibited  by  the  NLRA,  will  continue  to  be  disallowed 
as  unreasonable  and  related  to  the  efficient  delivery  of  needed  health  services.  Addi- 
tionally, costs  that  are  excessive  or  that  are  incurred  for  unnecessary  management 
activities  will  not  be  considered  reasonable  and  will  not  be  reimbursable  under  the 
Medicare  program.  For  example,  costs  for  activities  directly  related  to  attempts  to 
coerce  employees  are  not  reimbursable. 

Mr.  Natcher.  All  right. 

This  concludes  our  hearings  on  the  fiscal  year  for  1983  request. 
Dr.  Davis,  we  want  to  thank  you  and  your  associates  for  appearing 
before  our  committee  at  this  time  in  behalf  of  your  budget  request. 
It  has  been  a  good  hearing. 

Dr.  Davis,  on  the  record,  if  you  asked  me  to  name  the  two  most 
difficult  assignments  in  Health  and  Human  Services,  I  would  prob- 
ably say  Social  Security,  number  1,  yours  number  2.  I  say  that  to 
you  frankly.  And  I  think  you  are  doing  fine.  You  have  a  good  staff. 
You  and  your  associates  I  think  are  doing  all  right.  We  want  to 
thank  you  for  your  appearance. 

Dr.  Davis.  Thank  you.  We  appreciate  your  comments.  I  truly  be- 
lieve we  have  a  superb  and  well  qualified  staff.  They  work  very 
hard  and  do  not  hesitate  to  work  evenings  and  weekends  when 
called  upon.  I  recognize  the  significant  moral  problems  we  are 
facing  at  this  point  in  time  relative  to  the  reductions-in-force.  But 
we  are  at  a  point  in  time  when  the  budget,  as  we  see  it,  is  such 
that  we  can  find  no  other  solutions  to  the  problem. 

Mr.  Natcher.  Thank  you  very  much.  I  and  several  other  Mem- 
bers of  the  Subcommittee  have  a  number  of  additional  questions 
which  we  would  like  you  to  answer  for  the  record. 

The  committee  will  now  adjourn  until  2  o'clock  on  Monday. 

[The  questions  and  answers  follow:] 
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MEDICAID  BUDGET  STRUCTURE 


Mr.  Natcher.  Dr.  Davis,  your  budget  proposes  several  changes 
in  the  format  of  the  Grants  to  States  account  for  FY  1983.  Would 
you  explain  to  the  Committee  both  your  proposal  to  create  a 
contingency  reserve  and  your  proposal  to  advance  fund  a  portion  of 
FY  1984  costs? 


Dr.  Davis.  The  so-called  contingency  is  not  a  new  concept  for 
the  Medicaid  account.  The  ability  to  borrow  funds  from  the 
subsequent  year  to  complete  the  current  year  has  always  been 
provided  to  this  account.  The  change  is  to  put  an  absolute  dollar 
limit  to  this  authority  instead  of  allowing  it  to  remain  completely 
open-ended  as  it  has  been  in  the  past. 

The  advance  funding  authority  has  also  been  a  long  standing 
concept  in  the  Medicaid  account.  This  authority  allows  the  Medicaid 
funds  to  be  made  available  to  the  States  on  the  first  day  of  the  new 
fiscal  year  without  any  potential  interruptions  due  to  delays  in  the 
appropriation  process.  The  change  for  FY  1983  is  to  make  this 
authority  explicitly  identified  and  limited  under  Congressional 
authority  instead  of  the  current  open-ended  process  that  is  now  in 
place. 

Basically,  the  changes  to  these  two  funding  techniques  are  to 
make  the  amounts  available  to  Medicaid  explicit  and  of  a  limited 
magnitude;  so  that  more  precise  planning  can  be  undertaken  as  to  the 
financial  commitment  being  made  to  the  Medicaid  account. 


Mr.  Natcher.  The  supplemental  which  is  currently  before  the 
Committee  is  sufficient  evidence  of  the  need  for  some  type  of 
contingency  fund  but  why  do  you  need  $3  billion?  Wouldn't  $1  billion 
be  sufficient? 


Dr.  Davis.  The  recent  years  have  produced  large  changes  in  the 
Medicaid  funding  level.  In  FY  1980,  the  supplemental  request  was 
over  $2  billion.  With  the  continued  potential  of  variability  in  actual 
expenditures  from  the  estimated  expenditures,  a  $3  billion  limit 
compared  to  the  previously  unlimited  authority  is  a  prudent  level. 
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Mr.  Natcher.  As  a  technicai  matter  why  shouldn't  the  money  in 
this  contingency  reserve  be  provided  as  straight  FY  1983  budget 
authority  rather  than  being  chargeable  to  the  "subsequent"  year? 


Dr.  Davis.  These  funds,  if  used,  will  be  obligated  or  charged  to 
the  current  year  and  therefore  would  become  part  of  the  budget 
authority  of  the  current  year  if  they  were  needed.  If  these  funds  are 
not  borrowed  from  the  subsequent  year,  they  remain  as  part  of  that 
subsequent  year's  budget  authority.  Therefore,  while  these  funds  do 
provide  a  contingency  for  unexpected  funding  needs  for  the  current 
year,  they  are  not  set  up  solely  as  an  actual  contingency  fund. 


Mr.  Natcher.  If  Congress  provides  a  multibillion  dollar  reserve 
to  cover  any  shortfall  in  1983,  why  do  we  need  to  advance  fund  the 
first  quarter  of  FY  1984? 


Dr.  Davis.  The  advance  funds  for  FY  1984  serve  an  entirely 
different  function.  This  advance  allows  for  uninterrupted  funding  for 
the  States  at  the  beginning  of  the  new  fiscal  year  should  an 
appropriation  not  be  available.  Funds  will  be  available  to  the  States 
on  October  1  regardless  of  the  status  of  the  next  year's  total 
appropriation. 


FY  1983  LEGISLATIVE  PROGRAM 


Mr.  Natcher.  As  with  the  supplemental,  your  1983  request 
assumes  enactment  of  a  wide  range  of  legislative  proposals.  If  these 
requests  are  not  enacted,  how  much  additional  money  will  be 
required  to  fund  the  Medicaid  program  under  current  law? 


Dr.  Davis.  If  the  total  FY  1983  legislative  program  were  not 
enacted,  there  would  be  an  increase  of  $1.9  billion  to  the  benefit 
payments  and  $1  billion  to  Medicaid  administration.  The  total 
increase  to  the  appropriation  level  would  be  $2.9  billion  . 
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Mr.  Natcher, insert  in  the  record  at  this  point  a  list  and 
short  description  of  each  legislative  proposal  along  with  the 
cost  or  savings  associated  with  each. 


Dr.  Davis,  the  requested  material  follows: 


1983  Budget  Request 
Legislative  Items 
Medicaid 


Budget  Impact 
(in  millions) 

Proposal  Summary  1982  1983 


Require  Copayments      Require  States  to  impose         —  $329 
nominal  copayments  on  all 
Medicaid  beneficiaries 
(both  categorically  and 
medically  needy)  for 
hospital,  physician, 
clinic  and  outpatient 
department  services. 

Reduce  the  matching  rate        -$134  -$600 
for  optional  services  to 
the  medically  needy  by 
three  percentage  points. 


Reduce  Federal 
Match  for 
Certain  Services 
by  3  Percent 


Reduce  Federal 
Match  for  Family 
Planning  Services 
and  for  Skilled 
Professional  Medical 
Personnel  Performing 
Survey  and  Certifi- 
cation Functions 


Allow  State  Liens 


Reduce  the  Federal  match  -$14  $-6.4 

for  family  planning 

services  under  Medicaid 

from  the  current  90 

percent  level  to  each 

State's  Federal  Medical 

Assistance  Percentage 

(FMAP).  Reduce  from  75%  to 

50%  the  level  of  Federal 

reimbursement  for  training 

&  compensation  of  skilled 

professionals  &  their  supporting 

staffs  involved  in  the  survey  & 

certification  of  long-term  care 

facilities . 

Allow  States  to  impose  —  -$183 

liens  on  the  property 

of  Medicaid  recipients 

in  long-term  care 

facilities  while  they 

reside  there.  States 

could  recover  the  lien 

only  after  the  spouse 

dies  and  all  children 

reach  the  age  of  21. 
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Proposal  

Reduce  Extension 
of  Medicaid 
Eligibility 


State  Adminis- 
trative Costs 
Block  Grant 


 Summary  

Reduce  the  extension 
of  Medicaid  eligibility 
from  4  months  to  30  days 
for  people  who  are  drop- 
ped from  AFDC  rolls. 

Establish  a  new  single 
block  grant  for  States 
to  use  in  meeting  the 
administrative  costs  of 
their  AFDC  and  Medicaid 
programs  (excluding 
anti-fraud  activities, 
costs  of  long-term  care 
survey  and  certification 
personnel,  and  the  terri- 
tories) at  95  percent  of 
the  Ff  1982  level. 


Budget  Impact 
(in  millions) 
1982  1983 


■$17 


$75 


-$218 


Eliminate  Federal 
Match  for  Medicare 
Part  B  Buy-In 


Eliminate  Federal  Medicaid 
matching  for  Medicare  Part 
B  premium  payments  which 
States  make  on  behalf  of 
cash  assistance  recipients. 


$45 


■$203 


Reduce  Medicaid  Phase  out  Federal  Finan-  —  -$59 

Error  Rate  cial  Participation 

(FFP)  for  erroneous 
Medicaid  expenditures 
until  elimination  in  1986. 
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1983  Budget  Request 
Legislative  Items 
Medicare 


Budget  Impact 
(in  millions) 

Proposal  Summary  1982  1983 

Working  Aged  Make  the  Medicare  program      -$51  -$303 

secondary  payer  to  employ- 
ment-based group  health 
benefit  plans.  Require 
employers  to  offer 
employees  aged  65-69 
the  same  privat  health 
benefit  plans  that  they 
offer  to  younger  employees 
at  the  same  cost.  Reduce 
employer  tax  deduction 
for  health  benefit  expenses 
for  employers  that  do  not 
comply  with  the  working 
aged  provisions. 


Delayed 
Entitlement 


Begin  entitlement  to 
Medicare  benefits  on 
the  first  day  of  the 
first  month  following 
attainment  of  age  65. 


$26 


$131  1/ 


2  Percent 
Reduction  in 
HI  Benefits 


Reimburse  hospitals 
under  Medicare  at  98 
percent  of  reasonable 
cost.     Hospitals  will 
not  be  permitted  to  bill 
beneficiaries  for  these 
unreimbur sable  costs. 


-$53 


$688  2/ 


Apply  HI  Tax  to 
Federal  Wages 


Index  Part  B 
Deductible 
to  CP  I 


Apply  the  Hospital  —  -$1,238 

Insurance  portion  of 
the  payroll  (FICA)  tax 
to  Federal  employee 
wages . 

Index  the  Part  B  deductible    —         -$57  1/ 
to  changes  in  the  Consumer 
Price  Index  (CPI). 


1/  Includes  an  offset  cost 
eligibles . 

2/  Includes  savings  to  the 
following  Medicare  reimbursement 


to  the  Medicaid  program  for  dual 

Medicaid  program  for  those  States 
principles . 
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Budget  Impact 
(in  millions) 

Proposal  Summary  1982  1983 

Update  Fee  Screens  Delay  the  annual  revision  -$47  -$220 
in  October  of  Medicare  customary  and 

prevailing  charge  screens 

from  July  1  to  October  1 . 


Coinsurance  for 
Home  Health 
Benefits 


Eliminate  Waiver 
of  Liability 


Institute  a  5  percent 
coinsurance  for  home 
health  services  under 
Parts  A  and  B  of  the 
Medicare  program.  The 
coinsurance  would  be 
based  on  the  average 
cost  per  visit  that  was 
incurred  2  years  prior 
to  the  current  year, 
e.g.,  coinsurance  for 
Ff  1983  would  be  based 
on  the  average  cost 
during  1981. 

Eliminate  the  waiver  of 
liability  afforded  an 
institutional  provider 
when  Medicare  claims 
are  disallowed  because 
the  care  was  not  medically 
necessary  or  a  covered 
item.     The  waiver  of 
liability  is  retained  for 
beneficiaries  who  were 
not  aware  that  the 
services  were  not  covered. 


$35 


"$2 


•$10 


Medicare 
Contracting 


Repeal  Utili- 
zation Review 


Increase  secretarial 
flexibility  in  entering 
into  agreements  for 
Medicare  claims  processing , 

Repeal  institutional 
utilization  review  (UR) 
requirements  for  Medicare 
and  Medicaid  and  the 
utilization  control  (UC) 
penalty.    Would  allow  for 
waiver  of  Medical  Review 
(MR)  and  Independent 
Professional  Review  (IPR) 
requirements . 


+$1.1 


-$17.3  -$99.1 
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Proposal 


Summary 


Budget  Impact 
(in  millions) 
1982  1983 


Repeal  PSRO 


Repeal  the  requirements 
for  review  of  Medicare 
patient  services  by 
Professional  Standards 
Review  Organizations 
(PSRO). 


-$14 


-$5 


Repeal  Expanded 
Outpatient 
Rehabilitation 
Services  Under 
Part  B 


Repeal  the  expanded 
coverage  of  services 
provided  in  outpatient 
rehabilitation  facilities 
under  P.L.  96-499. 


■$15 


Repeal  Expanded 
Physicial  Therapy 
Services 


Repeal  expanded  coverage 
of  services  provided  for 
independently  practicing 
therapists  under 
P.L.  96-499. 


-$4 


Eliminate  Section 
1122  Review 
Activity 


Eliminate  ESRD 
Networks 


Modify  Section  1122  (review 
of  certain  capital  expendi- 
tures) to  require  States 
rather  than  the  Federal 
Hospital  Insurance  Trust 
Fund  to  pay  for  the 
administrative  costs  of 
the  program. 

Abolish  the  End-Stage 
Renal  Disease  Network 
Coordinating  Councils 
and  Medical  Review  Boards. 


-$10 


-$5 


Eliminate 

Separate 

Railroad 

Retirement 

Contractor 


Remove  the  requirement 
that  the  Railroad  Retire- 
ment Board  contract  with 
a  separate  carrier  to 
process  Medicare  Part  B 
claims  for  qualified 
railroad  beneficiaries 
and  authorize  HCFA 
Medicare  contractors 
to  process  these  claims. 


■$1.5 
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Proposal  

Reimburse  Radio- 
logists and  Patho- 
logists at  80 
percent  of 
Reasonable 
Charge 


Sur 


try- 


Reimburse  radiologists 
and  pathologists  for 
services  furnished 
hospital  inpatients 
at  80  percent  of 
reasonable  charge 
(after  Part  B  deduct- 
ible has  been  met) 
rather  than  100  percent 
of  reasonable  charges 
(i.e.,  r eimburs  ement 
would  be  in  the  same 
manner  as  all  other 
physician  service.) 


Budget  Impact 
(in  millions) 
1982  1983 


•$30 


■$160 


Limit  Economic 
Index  Increase 


Limit  the  FY  1983  increase 
in  the  Economic  Index  to 
5  percent  rather  than 
7.8  percent. 


•$10 


■$37 


1/  Includes  savings  to  the  Medicaid  program  for  those  States 
following  Medicare  reimbursement  principles. 


93-481    0—82  4 


48 


MEDICAID  ERROR  RATE 

Mr.  Natcher.     In  the  past  a  number  of  Departmental  witnesses 
have  testified  that  we  would  reach  a  point  of  diminishing  returns 
if  we  tried  to  reduce  the  error  rate  below  4%.     Do  you  agree  or 
disagree  with  these  statements? 

Dr.  Davis.     I  disagree  with  §uch  statements.     Many  States  have 
already  achieved  error  rates  below  4%.     For  example,  for  the 
period  April-September  1980,  23  States  had  eligibility  payment 
error  rates  below  4%.     Since  these  States  reduced  their  errors 
below  what  the  Federal  government  had  required,  I  am  confident 
that  they  must  have  saved  money  in  doing  so. 
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PROFESSIONAL  STANDARDS  REVIEW  ORGANIZATIONS  (PSRO) 

Mr.  Natcher.  Does  the  elimination  of  the  PSRO  program 
require  any  changes  in  the  basic  law? 


Dr.  Davis.  Title  XI(B)  would  have  to  be  repealed.  Conforming 
changes  to  other  sections  of  the  law  also  will  be  required. 


MEDICARE  UTILIZATION  REVIEW 

Mr.  Natcher.  We  understand  that  you  expect  utilization 
review  in  the  Medicare  programs  to  be  taken  over  by  the 
contractors?  Tell  us  how  much  money  was  spent  by  the  contractors 
on  utilization  review  activities  in  1981  and  1982  and  how  much  you 
expect  in  1983? 

Dr.  Davis.  Contractors  have  always  been  required  to  have  a 
utilization  review  program.  Reductions  in  FY  1982  did  result  in  a 
reduction  in  benefit  review  activity.  However,  for  FY  1983,  we 
shall  be  increasing  utilization  review  funding.  Specific  figures  are 
as  follows: 


FY  1981  $32.5  million 

FY  1982  $19.0  million 

FY  1983  $23.7  million 


Mr.  Natcher.  What  level  of  savings  are  expected  in  1983  from 
contractor  utilization  review? 

Dr.  Davis.  We  expect  an  excellent  return  for  our  investment 
in  utilization  review  activities.  For  each  dollar  spent  for  utilization 
review  we  estimate  a  return  of  $2.78  for  Part  A  and  $5.00  for  Part 
B. 
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STATE  MEDICAID  BUDGET  ESTIMATES 

Mr.  Natcher.  The  information  included  on  Page  23  and  24  of 
the  justifications  describes  a  wide  range  in  the  level  of  increases 
expected  in  the  State  Medicaid  program.  For  example,  it  describes 
a  4.7  percent  increase  in  California,  and  a  24.6  percent  increase  in 
Texas.  Tell  us  in  more  detail  how  you  explain  each  of  these  figures? 

Dr.  Davis.  The  degree  of  variance  in  year  to  year  funding 
requirements  among  States  will  occur  because  the  Medicaid  program 
of  each  State  is  unique  in  size,  coverage,  reimbursement  and 
operations.  Comparisons  between  fiscal  years  for  a  State  are 
affected  by  items  such  as  changes  in  coverage,  reimbursement 
rates,  number  of  recipients,  price  variances,  utilization  of  services, 
cash  flow  actions,  increasing  and  decreasing  retroactive 
expenditures  and  provider  settlements.  On  a  State-by-State  basis, 
these  various  adjustments  will  occur  at  different  times,  and  with 
varying  impact. 


§1 


UTILIZATION  REVIEW  AND  AUDIT  ACTIVITIES 

Mr.  Natcher.  How  much  money  was  allocated  to  contractors 
in  FY  1981,  1982,  and  1983  for  utilization  review  and  audit 
activities? 

Dr.  Davis.  Audit  activities  and  utilization  review  activities 
were  funded  as  follows: 


AUDIT  (MILLIONS) 


UTILIZATION  REVIEW  (MILLIONS) 


FY  1981 
FY  1982 
FY  1983 


$44.4 
$39.1 
$41.5 


$32.5 
$19.0 
$23.7 
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PAYMENTS  TO  TRUST  FUNDS 

Mr.  Natcher.  According  to  the  budget  justifications^  you 
requested  and  Congress  approved  almost  \  billion  dollars  in  excess 
FY  1982  funds  for  the  Payments  to  Trust  Funds  account.  Tell  use 
why  this  happened? 

Dr.  Davis.  It  appears  that  the  reference  to  \  billion  dollars 
was  taken  from  page  28  of  the  Budget  justification.  The  $499 
million  decrease  refers  to  the  fact  that  a  lower  payment  to  the 
Supplementary  Medical  Insurance  Trust  Fund  is  needed  as  an 
adjustment  for  prior  years'  undermatching  in  FY  1982.  Specifically, 
the  undermatching  for  FY  1982  of  $105  million  included  in  the  FY 
1983  appropriation  request  is  $499  million  less  than  the 
undermatching  for  FY  1981  of  $604  million  included  in  the  FY  1982 
appropriation.  The  i  billion  dollar  value  does  not  represent  an 
overstatement  of  FY  1982  requirements. 

Mr.  Natcher.  Insert  in  the  record  at  this  point  a  summary  of 
the  study  which  determined  the  level  of  reserves  now  considered  as 
adequate? 

Dr.  Davis.  The  following  is  the  conclusion  of  the  study: 

The  solvency  of  the  SMI  trust  fund  is  not  a  sufficient  criteria 
for  actuarial  soundness.  The  voluntary  nature  of  the  program 
coupled  with  its  financing  through  premium  payments  makes  the 
program  analogous  to  term  insurance.  Accordingly,  there  are  two 
measures  of  actuarial  soundness  that  are  appropriate  to  the 
program.  One  measure  stipulates  that  income  be  sufficient  to  cover 
projected  incurred  benefits  and  administrative  costs.  The  second 
requires  that  assets  be  sufficient  to  cover  program  liabilities  by  the 
end  of  a  financing  period.  Of  the  two,  the  second  is  a  better 
measure  of  actuarial  soundness. 

Since  the  actuarial  rates  are  established  prospectively,  they 
are  subject  to  projection  error.  The  major  source  of  errors  are  the 
projection  factors,  which  because  of  the  estimating  methodology, 
can  result  in  substantial  errors  in  the  estimate  of  assets  less 
liabilities.  To  insure  that  assets  at  the  end  of  a  period  match 
liabilities,  there  should  be  a  margin  included  in  the  actuarial  rates 
to  provide  a  contingency  equal  to  7  percent  of  the  following  year's 
incurred  expenditures.  Experience  over  the  past  six  years  has  shown 
that  overestimates  are  just  as  likely  as  underestimates.  A 
reasonable  approach  to  determining  a  sufficient  contingency  would 
be  to  set  it  at  a  level  equal  to  half  the  magnitude  of  the  worst 
historical  error  in  the  estimate  of  assets  less  liabilities  (14%). 

In  the  event  that  previous  contingencies  were  not  sufficient 
to  cover  overestimates  in  assets  less  liabilities,  additional  amounts 
can  be  included  in  the  margin  to  amortize  the  unfunded  liabilities. 
Should  the  contingency  prove  to  be  more  than  sufficient  to 
accommodate  overestimates  or  should  overestimates  not  material- 
ize, this  level  of  contingency  should  not  be  so  large  that  the  trust 
fund  would  be  amassing  relatively  large  sums  of  money.  In  any 
event,  negative  margins  can  be  included  in  future  actuarial  rates  to 
reduce  the  contingency  to  a  more  appropriate  level. 
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Mr.  Natcher.  What  portion  of  the  part  B  Medicare  program  is 
currently  funded  with  general  revenue? 

Dr.  Davis.  During  FY  1983,  the  Federal  contribution  will 
provide  77.1%  of  the  total  income,  excluding  interest.  During  FY 
1982,  the  percentage  was  77.7%. 

HEALTH  MAINTENANCE  ORGANIZATIONS 


Mr.  Natcher.     It  is  my  understanding  that  Medicaid  enrollments  in 
HMOs  have  dropped  over  100,000  in  ten  years.    Why  has  this  occurred 
and  what  are  the  major  reasons  Medicaid  recipients  are  dropping  out 
of  HMOs? 

Dr.  Davis.     Medicaid  reimbursement  has  not  offered  sufficient 
incentives  to  encourage  Medicaid  enrollment  in  HMOs.     Several  of  the 
problems  have  been  the  low  reimbursement  levels,  the  lack  of  prospec- 
tive rate-setting  methods,  the  high  turnover  due  to  eligibility 
changes  and  the  difficulty  in  marketing  to  individuals  rather  than 
groups.    Our  recent  experience  with  Medicaid  HMO  enrollment  under  our 
demonstration  projects  has  indicated  that  many  of  these  problems  can 
be  reduced.     Some  of  these  issues  will  be  addressed  by  the  changes  in 
the  1981  Reconciliation  Act.    We  will  further  explore  Medicaid 
incentives  in  our  competition  demonstrations  and  the  Medicaid  HMO 
termination  study  mandated  by  the  1981  Reconciliation  Act. 
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HEALTH  MAINTENANCE  ORGANIZATION 

I 

Mr.  Natcher.     As  you  know,  the  Omnibus  Reconciliation  Act, 
passed  by  the  House  last  summer,  directed  HCFA  tbt  study  this  • 
program.     What  specifically  are  you  doing  in  this^area? 

Dr.  Davis.     HCFA  has  initiated  a  contract  procurement  action 
and  we  plan  to  award  a  project  in  this  area  within  this  fiscal 
year.     Interim  results  will  be  reported  to  Congress  in  October  of 
1983,  with  a  final  report  to  Congress  in  October  of  1986,  as 
specified  in  the  Omnibus  Reconciliation  Act. 
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HEALTH  MAINTENANCE  ORGANIZATIONS 

Mr.  Natcher.  How  many  States  encourage  Medicaid  recipients 
to  participate  in  Health  Maintenance  Organizations  ? 

Dr.  Davis.  As  of  9/30/81,  there  were  18  States  which  had 
contracts  with  Health  Maintenance  Organizations  (HMOs)  or  prepaid 
plans.  There  are  a  total  of  55  such  contracts.  The  level  of  interest 
of  the  States  varies  from  one  State  to  another.  To  increase  the 
level  of  interest  in  the  States,  we  have  had  discussions  about  the 
advantages  of  HMO  contracting  at  each  of  the  last  two  national 
meetings  of  State  Medicaid  Directors;  and  another  discussion  is 
scheduled  for  their  April  1982  meeting.  We  expect  that  the  level  of 
interest  will  increase  as  a  result  of  the  changes  made  by  the 
1981  Omnibus  Budget  Reconciliation  Act. 

Mr.  Natcher.  What  is  HCFA  doing  to  encourage  greater 
participation  in  Health  Maintenance  Organizations? 

Dr.  Davis.  Our  principal  means  to  encourage  more 
participation  is  to  educate  both  States  and  Health  Maintenance 
Organizations  (HMOs)  on  the  new  flexibility  provided  by  the  1981 
Omnibus  Budget  Reconciliation  Act.  We  conducted  a  meeting  in 
New  York  City  in  January  1982  to  which  all  States  and  all  prepaid 
health  plans  in  Region  II  were  invited.  Secretary  Schweiker  made  a 
video  tape  for  use  in  this  meeting  to  show  strong  Departmental 
support  of  HMOs  generally,  and  Medicaid-HMO  contracting  in 
particular.  At  this  meeting  detailed  training  was  provided  on  the 
new  Medicaid  HMO  contracting  rules.  We  also  discussed  favorable 
experiences  of  HMOs  and  States  under  Medicaid  HMO  contracts. 
All  of  our  other  9  regional  offices  were  represented,  the  latter 
remained  for  an  additional  \  day  meeting,  during  which  the 
Department's  pro-HMO  posture  was  discussed.  Each  of  these  9 
regional  offices  will  hold  similar  meetings  in  their  regions  within  a 
few  weeks.  Following  these  meetings  we  intend  to  follow-up  with 
the  States  to  see  what  assistance  the  States  may  need  from  the 
Health  Care  Financing  Administration  in  order  to  implement  new 
contracts.  We  believe  that  the  new  flexibility  provided  by  the 
reconciliation  act  will  substantially  increase  the  number  of  Medicaid 
HMO  contracts. 
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SWING  BED  REGULATIONS 


Mr.  Obey.  Why  has  HCFA  not  adhered  to  the  June  30,  1981 
deadline  for  the  issuance  of  regulations  covering  implementation  of 
the  swing-bed  concept  to  allow  hospitals  to  utilize  their  beds  for 
long-term  care? 

Dr.  Davis.  The  development  of  the  implementing  regulations 
has  required  extensive  coordination  not  only  within  the  Health  Care 
Financing  Administration,  but  also  with  major  health  organizations 
and  State  Medicaid  agencies.  I  can  assure  you  that  we  are  doing 
everything  possible  to  hasten  the  process. 

Mr.  Obey.  On  what  date  will  HCFA  publish  the  regulations? 

Dr.  Davis.  The  regulations  have  been  drafted  but  must  still  go 
through  necessary  clearance  processes  within  the  Department  and 
with  the  Executive  Office  of  Management  and  Budget.  We  estimate 
they  will  be  published  in  the  Federal  Register  within  2  months. 

Mr.  Obey.  What  is  the  earliest  possible  date  these  regulations 
could  be  effective. 

Dr.  Davis.  We  are  proposing  to  issue  them  as  an  interim  final 
rule.  They  would  be  effective  upon  publication.  If,  as  a  result  of 
comment,  we  determine  that  changes  are  needed,  we  would  publish 
the  changes  in  a  later  Federal  Register  document. 
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MEDICARE  AND  MEDICAID  BUDGET  PROPOSALS 


Mr.  Stokes.  In  the  Department's  press  release  accompanying 
the  FY  1983  budget,  you  state  that  you  will  confront  the  "hard  facts 
of  health  care  cost  inflation". 

How  will  the  proposed  budget  cuts  of  nearly  $5  billion  in 
Medicare  and  Medicaid  spending  in  FY  83  ameliorate  health  care 
cost  inflation? 

Dr.  Davis.  Between  1965  and  1980,  health  care  costs  rose  at 
the  rate  of  12.6%  annually,  during  a  time  when  the  inflation  rate 
averaged  7.7%.  In  1980  and  1981  Medicare  expenditures  increased 
at  rates  of  20.2  percent  and  21.3  percent  respectively.  We  project 
that  1982  costs  will  increase  16.6  percent  over  1981.  Medicaid  costs 
also  have  increased  tremendously.  Our  budget  proposals,  along  with 
many  others  in  the  President's  budget,  will  reduce  this  growth  in 
government  spending.  In  addition,  the  Administration  will  be 
submitting  shortly  several  proposals  designed  to  stimulate 
competitive  market  forces  in  the  health  care  sector.  A  proposal  to 
move  toward  prospective  payment  and  away  from  the  inflationary 
cost  reimbursement  system  currently  in  use  is  also  in  the  final 
stages  of  development.  Both  of  these  will  have  a  direct  impact  on 
health  cost  inflation  over  the  long  run. 

Mr.  Stokes.  Aren't  your  budget  proposals  in  this  area,  in  fact, 
merely  arbitrary  judgements  imposed  by  OMB  with  absolutely  no 
regard  as  to  whether  they  will  indeed  help  solve  health  cost 
inflation,  and  absolutely  no  regard  as  to  their  impact  on  the  poor 
and  the  elderly  who  depend  upon  the  Federal  government  for  health 
care? 

Dr.  Davis.  We  have  carefully  analyzed  our  proposal  in  order  to 
minimize  any  undesirable  impact  on  beneficiaries. 

Mr.  Stokes.  Your  budget  justification  States  that  some  recent 
research  finding  of  the  National  Center  for  Health  Services 
Research  include  the  following:  "The  Federal  government 
subsidized  the  health  care  of  the  wealthy  as  much  as  the  poor.  The 
benefits  of  the  poor  which  represent  29%  of  health  expenditures  are 
derived  from  Medicaid  and  other  similar  health  programs,  and  the 
benefits  of  the  wealthy  which  represent  27%  of  health  expenditures 
are  the  result  of  tax  policies." 

Why  are  the  poor  being  asked  to  bear  the  brunt  of  budget  cuts 
in  Federal  health  care  spending  (for  the  second  year  in  a  row)?  Why 
not  the  wealthy? 

Dr.  Davis.  Most  of  our  budget  cuts  are  not  directed  at 
beneficiaries.  The  largest  part  of  the  projected  savings  in  the 
Medicare  program,  for  example,  come  from  reductions  in  payments 
to  hospitals  and  physicians,  or  would  be  passed  on  to  employers  and 
Federal  employees. 
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Mr.  Stokes.     In  addition  to  a  3%  Federal  funding  cutback  in 
Medicaid  imposed  last  year,  you  propose  a  number  of  additional 
reductions  this  year  including  cost-sharing  charges  on  basic 
hospital  and  physician  services  on  medical  beneficiaries  in  order 
to  "make  recipients  more  cost-conscious  in  their  use  of  health 
services" — to  use  your  own  words. 

What  evidence  is  there  that  Medicaid  recipients,  who  are 
basically  poor  individuals,  need  to  be  any  more  cost-conscious? 

Dr.  Davis.     We  believe  that  all  persons  must  be  more 
cost-conscious  as  they  seek  health  services.  Mandating 
cost-sharing  by  Medicaid  recipients  is  consistent  with  this 
belief . 

Several  studies  have  been  conducted  which  show  that 
copayments  reduce  utilization:     Brian  and  Gibbons  study  of 
California's  Medicaid  co-payment  experiment,  Rand  National  Health 
Insurance  demonstration,  Scitovsky  study  of  a  health  plan  at 
Stanford  University,  and  econometric  studies  by  Feldstein  and 
Newhouse. 

Mr.  Stokes.     Won't  the  imposition  of  co-payments  discourage 
the  use  of  health  care  services,  further  exacerbating  the  problems 
cited  in  the  Institute  of  Medicine  report  that  minorities  tend  to 
underutilize  rather  than  overutilize  health  care  services? 

Dr.  Davis.     Currently,  Medicaid  beneficiaries  rarely,  if 
ever,  contribute  in  any  way  to  the  cost  of  their  health  care. 
This  provides  no  incentive  to  seek  care  only  when  it  is  necessary. 
The  copayment  levels  we  have  proposed  are  designed  to  discourage 
inappropriate  utilization  but  not  deter  persons  from  seeking 
necessary  care. 

Mr.  Stokes.  How  many  persons  are  likely  to  lose  eligibility 
for  Medicaid  under  your  proposals? 

Dr.  Davis.     We  have  only  one  proposal  which  directly  affects 
Medicaid  eligibility.     Under  this  proposal,  Medicaid  eligibility 
would  be  extended  to  persons  who  lose  AFDC  eligibility  due  to 
increased  earnings  for  30  days  rather  than  for  4  months.  This 
proposal  would  shorten  by  3  months  the  Medicaid  eligibility  of 
approximately  350,000  families  per  year. 

Changes  proposed  for  the  AFDC  and  SSI  programs  would  also 
affect  Medicaid  eligibility.     We  estimate  that  if  these  FY  1983 
proposals  are  enacted,  at  the  end  of  fiscal  1983  our  count  of 
monthly  Medicaid  eligibles  would  be  lower  by  115,000  persons  due 
to  the  proposed  changes  in  the  SSI  disability  definition  and  by 
about  500,000  persons  due  to  the  proposed  AFDC  changes.     I  should 
note,  however,  that  the  AFDC  figure  is  a  net  count.     In  addition 
to  individuals  who  lose  eligibility,  one  of  the  AFDC  proposals 
would  add  about  85,000  children  to  the  Medicaid  rolls.  Further, 
the  AFDC-Medicaid  figure  is  lower  than  the  number  of  individuals 
who  would  lose  eligibility  for  AFDC  cash  payments  because  a  number 
of  these  individuals  would  qualify  for  Medicaid  as  "medically 
needy. " 
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MEDICAID  HOSPITAL  REIMBURSEMENT 


Mr.  Stokes.  Your  Medicaid  and  Medicare  proposals  also 
include  further  reducing  Federal  reimbursement  rates  for  hospital 
and  physician  services.  According  to  the  Congressional  Budget 
Office,  these  proposals  will  do  nothing  to  help  solve  the  health  care 
inflation  problem  and  will  only  result  in  a  shift  of  Federal  costs  onto 
the  private  sector.  Alice  Rivlin  testified  before  the  Subcommittee 
on  Health  and  Environment  that: 

"Medicare  and  Medicaid  reimbursement  limits  have  two 
serious  disadvantages,  however.  First,  hospitals  would  be  able  to 
offset  at  least  some  of  the  reduced  Federal  reimbursements  by 
increasing  their  charges  to  private  patients  and,  ultimately,  to 
employers  who  pay  most  of  the  private  insurance  premiums.  To  the 
extent  that  hospitals  could  shift  these  reimbursement  reductions, 
the  problem  of  rising  hospital  costs  would  not  be  solved  but  instead 
shifted  from  the  Federal  budget  to  the  private  sector.  Indeed,  (the 
Administration's  proposal)  holds  no  prospect  of  solving  the  cost 
problem  since  hospitals  would  not  be  able  to  avoid  the 
reimbursement  reduction  by  reducing  their  costs." 

I'm  not  sure  that  this  is  what  the  President  had  in  mind  when 
he  said  that  the  private  sector  should  assume  a  greater  role  in 
addressing  national  problems.  Please  comment. 

Dr.  Davis.  The  Administration  and  the  private  sector  are 
working  hard  to  control  the  costs  of  health  care.  Later  this  year, 
we  will  propose  a  prospective  payment  system  designed  to  reward 
hospitals  for  efficiency  and  provide  financial  incentives  for  cost 
control  measures.  Other  proposals  to  encourage  competition  in  the 
health  care  sector  will  also  be  submitted  in  the  next  few  weeks.  At 
the  same  time,  business,  leading  hospital  organizations,  physician 
groups  and  labor  unions  have  joined  together  voluntarily  in  order  to 
reduce  inflation  in  the  health  field.  Those  efforts  are  in  line  with 
the  President's  goal  of  giving  a  greater  role  to  the  private  sector. 

Mr.  Stokes.  Do  you  know  to  what  extent  hospitals  are  dumping 
Medicaid  patients  on  public  general  hospitals  because  of  low  Federal 
reimbursement  rates?  Many  of  these  public  hospitals  are  already 
financially  distressed. 

Dr.  Davis.  We  do  not  know  the  extent  to  which  this  activity 
occurs  but  we  work  closely  with  States  to  insure  that  Medicaid 
beneficiaries  have  access  to  quality  care.  For  example,  we  require 
that  States  reimburse  for  inpatient  hospital  services  through  rates 
which  are  "reasonable  and  adequate"  to  meet  the  costs  incurred  by 
efficiently  and  economically  operated  facilities.  The  State's 
methods  used  to  determine  payment  rates  must  take  into  account 
the  situation  of  hospitals  which  serve  a  disproportionate  number  of 
low-income  patients  with  special  needs.  The  Secretary  must  be 
assured  that  the  States  rates  are  adequate  to  insure  that 
beneficiaries  have  reasonable  access,  taking  into  account  geographic 
location  and  travel  time,  to  inpatient  hospital  services  of  adequate 
quality. 
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Mr.  Stokes.  One  of  the  key  features  of  your  FY  1983  budget  is 
a  proposed  reform  of  entitlement  programs  in  order  to  "eliminate 
duplicative  or  marginal  benefits."  Would  you  cite  some  specific 
examples  of  benefits  paid  under  Medicare  or  Medicaid  which  you 
consider  duplicative  or  marginal.  By  what  standards? 


Dr.  Davis.  That  reference  is  from  the  Department's  press 
release  and  represents  an  objective  of  the  entire  Department's  FY 
1983  budget.  Its  applicability  to  Medicare  and  Medicaid  benefits  is 
limited.  There  are  no  Medicaid  proposals  which  would  eliminate 
benefits,  although  States  continue  to  have  the  authority  to  choose 
whether  to  cover  certain  optional  groups  and  services.  Certain 
States  may  believe  that  some  of  these  services  are  of  "marginal" 
value  and,  therefore,  choose  not  to  cover  them. 

An  example  of  duplicative  benefits  under  Medicare  is  the 
expanded  coverage  of  services  provided  by  comprehensive 
outpatient  rehabilitation  facilities.  The  1980  Reconciliation  Act 
authorized  Medicare  reimbursement  for  these  outpatient 
rehabilitation  services  and  recognized  rehabilitation  facilities  as 
direct  providers  of  services.  However,  such  services  now  are 
covered  when  provided  by  nursing  homes,  by  home  health  agencies, 
clinics,  physicians  and  independently  practicing  therapists. 
Therefore,  beneficiaries  have  ready  access  to  these  covered 
services.  We  advocate  repeal  of  this  expanded  coverage. 
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PROPOSED  STAFFING  REDUCTIONS 

Mr.  Stokes.  I  understand  that  HCFA  is  planning  to  RIF  260 
people  in  April  of  this  year  and  another  750  positions  next  year. 
Why  is  this  action  necessary? 


Dr.  Davis.  In  FY  1982  and  FY  1983,  we  in  HCFA  must  face 
the  challenge  of  reducing  our  program  management  costs,  in 
response  to  the  Continuing  Resolution,  and  reducing  our  staffing 
levels  in  response  to  the  President's  program  to  reduce  the  Federal 
workforce  and  enhance  economic  recovery.  Our  FY  1983  budget 
justification  proposed  eliminating  730  positions  in  FY  1983;  the 
approximately  760  employees  associated  with  this  plan  would,  under 
this  proposal,  be  separated  in  April  1982  and  early  FY  1983.  The 
proposal  contained  in  our  justification  represented  our  best  thinking 
at  the  time  of  its  development  as  to  how  to  enable  HCFA  to  meet 
the  challenges  before  us  efficiently  and  effectively. 


Mr.  Stokes.  What  alternatives  to  this  RIF  have  been  explored? 
Why  were  these  options  rejected? 

Dr.  Davis.  An  agency  does  not  enter  lightly  into  a  RIF  of  a 
magnitude  such  as  we  have  proposed  for  FY  1982  and  FY  1983. 
HCFA  has  considered,  and  continues  to  consider,  alternatives  to 
involuntarily  separating  our  employees. 

One  major  alternative  which  we  explored  in  FY  1982  in  order 
to  minimize  the  adverse  impact  of  a  RIF  was  to  reduce  substantially 
our  non-personnel  object  classes.  For  example,  in  FY  1982,  we 
reduced  our  non-personnel  objects  by  $4.2  million,  the  bulk  of  which 
was  taken  from  travel  and  transportation  and  contractual  services. 
Overtime,  equipment  purchases  and  training  were  also  reduced. 
Unfortunately,  other  object  classes  such  as  telephones,  postage,  and 
space  rental  represent  fixed  costs  that  offer  much  less  flexibility  in 
the  short  run.  Consequently,  HCFA  has  had  to  consider  additional 
alternatives. 

The  two  principal  alternatives  to  conducting  a  reduction-in- 
force  to  meet  the  budget  shortfall  are:  (1)  reprogramming  funds 
between  or  within  accounts  and  (2)  furloughing  all  or  part  of  the 
agency  for  some  limited  period  of  time.  The  agency  is,  of  course, 
also  considering  combinations  of  these  alternatives  with  a  reduction 
in  staff. 

The  availability  of  these  budget-oriented  alternatives  does 
not,  however,  obviate  HCFA's  responsibility  to  contribute  to  the 
Administration's  goal  of  reducing  the  Federal  workforce.  If  we 
should  modify  the  proposal  contained  in  our  budget  justification,  we 
will  inform  the  Committee  of  our  action. 


62 


Mr.  Stokes.  Are  these  reductions  consistent  with  the 
Administration's  desire  to  reduce  fraud  and  abuse  in  Medicare  and 
Medicaid? 

Dr.  Davis.  We  are  not  entertaining  any  proposals  that  would 
reduce  our  commitment  to  combatting  fraud  and  abuse  in  the 
Medicare  and  Medicaid  programs.  We  do  not  intend  to  reduce  the 
vigilance  with  which  we  monitor  and  evaluate  the  financial 
management  and  quality  assurance  activities  of  our  agents. 


RECENT  WORKLOAD  INCREASES 

Mr.  Stokes.  What  workload  increases  were  necessitated  by  the 
Omnibus  Budget  Reconciliation  Act  of  1981? 

Dr.  Davis.  The  Omnibus  Reconciliation  Act  of  1981  included  a 
number  of  provisions  which  increased  HCFA's  workload.  These 
provisions  included: 

o  expansion  of  the  Secretary's  authority  under 
Medicaid  to  waive  various  State  plan  requirements; 

o"  reduction  of  Medicare  reimbursement  limits  for 
hospital  inpatient  routine  costs  with  a  concomitant 
increase  in  the  demands  on  the  exemption  and 
exception  process. 

We  have  met  the  challenge  posed  by  these  provisions  through 
increased  productivity  on  the  part  of  the  individuals  and  offices 
responsible  for  their  implementation.  While  HCFA's  staffing  levels 
have  continued  to  decline  since  prior  to  the  passage  of  the  Act,  we 
believe  that  we  have  efficiently  and  effectively  implemented  both 
the  letter  and  the  spirit  of  its  provisions. 


Mr.  Stokes.  What  workload  increases  would  be  necessitated  by 
the  changes  proposed  for  the  Medicare  and  Medicaid  programs  in  FY 
1983? 


Dr.  Davis.  The  budget  we  have  proposed  for  FY  1983  includes 
a  number  of  proposals  that  will  increase  the  workload  of  the  HCFA 
staff  in  the  years  ahead.  Demands  on  the  staff  will  include: 


o       increased  technical  assistance  to  the  States  to 
enable  them  to  reach  zero  percent  error  rates; 


63 


o  continuing  refinement  of  policies  and  technical  asistance 
to  States  regarding  availability  of  waivers  under 
Medicaid; 

o  development  and  implementation  of  new  Medicare 
proposals  such  as  requiring  Medicare  to  act  as  a  second 
payor  where  the  working  aged  have  coverage  from  other 
health  policies. 

As  with  the  provisions  of  the  Reconciliation  Act,  HCFA  will 
meet  the  challenge  of  changes  in  its  workload  through  the  efficient 
and  effective  allocation  of  its  staffing  resources. 

Mr.  Stokes.  What  workload  increases  would  be  necessitated  by 
the  proposed  Federal  takeover  of  Medicaid  in  FY  1984? 

Dr.  Davis.  As  you  know,  the  proposal  to  Federalize  the 
Medicaid  program  is  still  in  its  developmental  stage.  When  the 
specific  requirements  have  been  finalized,  we  would  be  happy  to 
provide  the  Committee  with  information  concerning  likely  changes 
in  HCFA's  workload. 
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CURRENT  PLANS  FOR  REDUCTION-IN-FORCE 

Mr.  Stokes.  How  will  the  planned  RIF  be  implemented?  How 
did  you  decide  which  positions  to  abolish? 

Dr.  Davis.  We  are  currently  in  the  process  of  developing  a  set 
of  specific  recommendations  concerning  which  offices  will  be 
reduced.  We  would  be  happy  to  provide  the  Committee  with  the 
answer  to  these  questions  as  soon  as  we  complete  this  task. 


Mr.  Stokes.  I  noticed  that,  at  a  recent  meeting  which  HCFA 
held  to  inform  its  Baltimore  employees  of  impending  RIFs,  20  armed 
guards  were  brought  in  by  agency  officials.  Why  was  this  action 
taken?  Is  this  standard  policy  at  your  department? 

Dr.  Davis.  It  is  neither  the  policy  nor  practice  of  the 
Department  to  have  "armed  guards"  present  or  standing  by  during 
meetings  with  employees.  The  assembly  of  law  enforcement 
personel  during  a  recent  meeting  with  HCFA  employees  did  not 
occur  on  Federal  property  nor  was  it  requested  or  condoned  by  the 
Department  or  its  operating  division,  the  Health  Care  Financing 
Administration.  It  is  our  understanding  that  Baltimore  law 
enforcement  agencies  assemble  resources  at  a  common  location 
when  large  groups  of  people  meet.  This  local  law  enforcement 
procedure  is  self-initiated  and  unpublicized. 
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INCLUSION  OF  PROPOSED  LEGISLATION 


Mr.  Early.  The  budget  request  is  largely  based  upon  savings 
that  will  be  achieved  from  a  variety  of  legislative  proposals,  is  it 
not? 


Dr.  Davis.  There  are  three  major  components  of  the  FY  1983 
budget  request.  The  primary  component  is  the  November  estimates 
received  from  the  State  programs.  Reductions  to  these  estimates 
were  made  for  estimated  effects  of  the  FY  1981  Reconciliation  Act 
and  for  the  President's  FY  1983  Legislative  program. 


Mr.  Early.  Have  the  savings  referred  to  in  the  justification 
been  modified  since  the  budget  request  was  first  released  in 
February? 


Dr.  Davis.  No,  the  legislative  proposals  have  not  been 
reestimated  at  this  time.  However,  new  State  estimates  are  received 
on  a  quarterly  basis  and,  if  the  FY  1983  base  changes  to  any 
significant  degree,  we  will  alert  Congress. 


Mr.  Early.  As  we  can  see  from  the  supplemental  being 
requested  for  Grants  to  States  for  Medicaid,  isn't  it  a  bit  early  to 
estimate  the  real  impact  of  changes  in  current  legislation,  or  changes 
due  to  new  legislation? 


Dr.  Davis.  The  FY  1982  supplemental  is  also  based  primarily  on 
the  November  estimates.  There  has  been  a  reduction  of  $278  million 
to  reflect  the  enactment  of  certain  legislative  proposals.  It  is 
assumed  that  these  proposals  will  be  submitted  to  the  legislative 
committees  shortly  and  that  they  will  be  passed  by  July  1,  1982. 
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GRANTS  TO  THE  STATES  FOR  MEDICAID 

Mr.  Early.  The  justification  includes  data  on  the  estimated 
number  of  people  receiving  Medicaid  based  on  eligibiity  categories. 
Why  did  some  of  the  States  not  provide  estimates  for  this?  Aren't 
the  States  required  to  provide  this  type  of  information? 

Dr.  Davis.  The  basic  source  of  data  used  in  developing  the 
Medicaid  budget  submission  is  the  Health  Care  Financing 
Administration-25  Reporting  form— "State  Agency  Budget  Forecast 
and  Quarterly  Grant  Requirements  Report."  This  package  is 
submitted  by  the  States  four  times  per  year  on  a  regular  quarterly 
cycle.  Included  in  this  reporting  requirement  is  the  submission  of 
the  State's  latest  estimate  of  annual  unduplicated  recipients  by 
eligibiity  categories  for  the  fiscal  years  being  reported. 

In  most  instances,  the  States  have  submitted  recipient 
information. 

In  some  cases,  the  States  have  not  submitted  current  quarterly 
estimates  of  recipient  data,  and  HCFA  must  make  projections  based 
on  trend  analysis  of  prior  reported  information. 

The  primary  reason  for  the  lack  of  State  submitted  data  is 
that  they  do  not  have  the  proper  data  accumulation  mechanism  in 
place  to  provide  the  necessary  recipient  data  on  a  timely  basis. 
With  the  continued  implementation  of  Medicaid  oriented 
mechanized  systems,  the  States  will  become  more  proficient  in 
providing  the  required  budget  data.  HCFA  will  continue  to  work 
with  the  States  to  develop  this  capability. 
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LONG  TERM  CARE  CHANNELING 

Mr.  Early.    What  progress  has  been  made  on  these  demonstration 
projects  and  will  these  projects  be  completed  this  year? 

Dr.  Davis.     The  Department  has  developed  an  overall  research 
design  wherein  10  states  will  conduct  demonstrations  to  test  the 
effectiveness  of  the  channeling  concept.     Beginning  in  Eebruary 
five  states  will  provide  outreach/case  finding,  screening,  case 
management  and  patient  assessment  services.     These  basic  model 
states  are  Maine,  Maryland,  Kentucky,  Texas  and  New  Jersey.  Five 
other  states  will  provide  both  the  basic  model  services  and  an 
expanded  set  of  in-home  and  community-based  services.  These 
complex  model  states  (Florida,  Massachusetts,  New  York,  Ohio  and 
Pennsylvania)  will  begin  their  operations  in  May.     Complex  model 
sites  will  operate  on  a  fixed  budget  based  on  a  percentage 
(60  percent)  of  the  costs  that  might  be  incurred  if  the  demonstra- 
tion population  were  treated  in  nursing  homes.     The  demonstrations 
expect  to  serve  a  total  of  4,800  clients.    Preliminary  results  from 
the  first  year's  experience  are  expected  in  late  1983.     The  final 
report  will  be  available  in  1985. 

RESEARCH  PLANS 


Mr.  Early.    How  many  continuation  research/demonstration  projects 
will  there  be  in  FY  83?    Is  there  a  reguest  for  any  new  resarch,  demon- 
stration, or  evaluation  projects? 

Dr.  Davis.     Approximately  eighty  percent  of  the  FY  1983  research 
budget  is  allocated  to  continuation  projects  and  Congressional 
mandates.    Planned  new  starts  are  primarily  for  new  initiatives  to 
increase  competition  in  the  Medicare  and  Medicaid  programs.    Our  FY 
1983  research  budget  includes  $5  million  to  fund  competition  demon- 
stration projects  such  as  capitation  or  voucher  models  and  competi- 
tion research  projects  such  as  modifications  to  reimbursement  methods, 
for  example  the  Average  Adjusted  Per  Capita  Cost  (AAPCC)  formula.  We 
also  plan  to  conduct  prudent  buyer  demonstrations  including  competi- 
tive bidding  for  independent  laboratories,  home  health  and  hospitals. 
In  order  to  assure  funds  for  these  planned  new  projects,  we  have 
carefully  reviewed  all  our  reguirements  and  reduced  or  terminated 
continuation  projects  or  lower  priority  new  initiatives. 

FALLON  COMMUNITY  HEALTH  PLAN 

Mr.  Early.     The  Fallon  Community  Health  Plan  in  my  district  has 
been  participating  in  a  HMO  Medicare  demonstration  project.     Is  this 
project  continuing  this  year  and  will  there  be  any  changes  in  it? 

Dr.  Davis.    We  have  approved  the  waivers  necessary  to  assure 
Medicare  reimbursement  to  the  Fallon  Community  Health  Plan  under  the 
demonstration  through  December,  1983.    We  do  not  anticipate  any 
changes  in  the  Fallon  project  this  year.     Fallon  has  the  option  of 
requesting  a  change  in  cost  sharing  requirements  when  we  advise  them 
of  the  1983  rates  which  will  be  developed  later  this  year. 
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MEDICARE  PROGRAM  MANAGEMENT 

Mr.  Early.  The  budget  request  for  Medicare  contractors  is  the 
same  in  FY  82,  $704,000,000.  Taking  into  consideration  the 
inflation  rate  and  an  anticipated  increase  in  the  workload— 
approximately  27  million  claims— how  will  it  be  possible  to  operate 
at  this  level? 

Dr.  Davis.  We  are  planning  a  number  of  cost  savings  measures 
for  FY  1983  in  order  to  operate  at  the  budget  request.  For  example, 
productivity  investments,  such  as  more  automated  and  paperless  bill 
processing  will  be  made.  More  standardized  bill  forms  will  be  used 
in  FY  1982.  We  plan  to  continue  and  to  expand  the  cost  savings 
initiatives  which  we  began  this  year.  Additional  cost  savings  will 
result  from  the  Medicare  Administrative  Reform  Initiatives  project 
which  is  designed  to  streamline  and  restructure  existing  contractor 
procedures. 


PROGRAM  MANAGEMENT 


Mr.  Early.  Is  the  estimated  decrease  of  $1,891,000  proposed 
for  State  Certification  a  direct  result  of  fewer  field  surveys  to  be 
conducted? 

Dr.  Davis.  The  decrease  results  from  fewer  surveys  to  be 
performed  on  anannual  basis  as  well  as  administrative  improvements 
to  the  survey  process. 
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END  STAGE  RENAL  DISEASE  COORDINATING  COUNCILS 


Mr.  Early.  Has  the  legislation  to  abolish  the  councils  been 
proposed? 


Dr.  Davis.  The  legislative  proposal  to  eliminate  the  Councils 
effective  July  1,  1982  will  be  submitted  shortly. 


Mr.  Early.  With  the  abolition  of  these  councils,  what  will 
become  of  the  activities  they  presently  are  responsible  for? 


Dr.  Davis.  The  Council's  data  collection  responsibilities  will 
be  assumed  by  intermediaries  or  HCFA  staff  while  facility  planning 
activities  will  be  absorbed  by  State  agencies  and  HCFA  regional 
offices. 


0 
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HEALTH  MAINTENANCE  ORGANIZATION  OPERATIONS  STAFF 


Mr.  Early.  If  the  work  is  contracted  out  to  the  private  sector, 
how  will  you  assure  that  the  contractors  have  objective  and 
impartial  attitudes  towards  Health  Maintenance  Organizations 
(HMOs)?  WonTt  competitors  be  handling  HMO  Medicare 
reimbursements? 

Dr.  Davis.  Medicare  intermediaries  will  not  be  involved  in 
making  or  implementing  HMO  reimbursement  policies.  We  are 
studying  alternatives  to  the  use  of  insurance  companies  who  are  also 
intermediaries. 
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HEART  TRANSPLANT  STUDY 

Mr.  Dwyer.    What  is  the  status  of  the  demonstration  program 
to  test  the  feasibility  of  Medicaid  coverage  for  heart  transplant 
patients? 

Dr.  Davis.    Our  demonstrations  are  testing  the  feasibility  of 
Medicare,  not  Medicaid,  coverage  of  heart  transplants.    The  heart 
transplant  demonstration  will  begin  as  soon  as  the  participating 
hospitals  which  have  been  selected  are  notified. 

We  have  already  funded  a  study  to  evaluate  the  demonstration 

experience.     The  preliminary  evaluation  design  has  been  reviewed  by 

an  expert  Advisory  Committee.    Data  collection  will  begin  once  the 
participating  hospitals  have  been  notified. 

Mr.  Dwyer.  What  do  you  anticipate  to  be  the  cost  per  procedure? 

Dr.  Davis.     The  cost  per  heart  transplant  procedure  is  one  of 
the  key  questions  to  be  addressed  by  the  Heart  Transplant  evaluation. 
We  are  unable  to  estimate  the  procedure  cost  at  this  time  because 
all  the  necessary  data  are  not  yet  available,  such  as  all  cost 
factors  and  facility  specific  variations. 
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MEDICAID  OPTIONAL  SERVICES 

Mr.  Dwyer.     New  Jersey  will  lose  approximately  $15.7  million 
of  the  3%  reduction  if  the  Medicaid  match  rate  for  optional 
services  is  enacted.     Because  of  State  budget  problems,  this  means 
a  likely  reduction  in  services. 

Why  penalize  states  which  are  making    an  extra  effort  to 
provide  good  Medicaid  care  to  the  poor? 

Dr.  Davis.     In  time  of  tight  budgets  the  Federal  government 
cannot  afford  to  provide  as  much  support  for  services  and  groups 
which  States  have  elected  to  cover  as  for  those  which  are 
mandatory.     Furthermore,  even  with  the  proposed  reduction,  the 
Federal  Government  will  pick  up  at  least  47%  of  the  costs  for 
these  services  and  groups. 
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MEDICARE  HOSPITAL  REIMBURSEMENT 

Mr.  Dwyer.     New  Jersey  is  doing  a  good  job  of  containing 
hospital  costs.     Under  your  proposal  New  Jersey  will  lose  $20 
million  in  Medicare  reimbursement  because  of  an  across  the  board 
2%  reduction. 

Dr.  Davis.     Actually,  New  Jersey  has  a  statewide  waiver  of 
Medicare  reimbursement  principles.     Therefore,  the  2  percent 
reduction  under  Medicare  will  have  no  effect  as  long  as  the 
waivers  continue. 

Mr.  Dwyer.     Wouldn't  it  be  more  effective  to  cap  the 
inflation  of  reimbursement  costs  rather  than  cutting  2%  across  the 
board? 

Dr.  Davis.     We  considered  a  number  of  proposals  for 
accomplishing  the  necessary  program  savings.     The  advantages  of 
this  proposal  are  that  it  spreads  the  responsibility  for  program 
savings  evenly  across  all  providers  and  is  both  simple  to 
understand  and  to  administer.     Once  a  competitive  system  is  in 
place,  proposals  such  as  this  will  not  be  necessary. 

Mr.  Dwyer.     Aren't  we  in  essence,  if  we  adopt  a  2%  cut, 
penalizing  the  States  with  good  containment  programs  much  more 
than  States  with  poorer  records? 

Dr.  Davis.     A  State's  Medicaid  budget  is  not  directly 
affected  by  the  2  percent  Medicare  reduction  although  we  expect 
that  many  States  will  choose  to  adopt  this  policy  under  Medicaid. 
Medicare  reimbursement  is  also  unaffected  in  those  States  with 
cost  containment  demonstrations  which  include  Medicare. 

Mr.  Dwyer.     What  will  be  the  impact  on  counties  and 
municipalities  which  maintain  public  hospitals  if  these  proposals 
are  enacted  or  on  private  hospitals  and  private  or  third  party 
payors? 

Dr.  Davis.     The  impact  will  depend  entirely  on  how  individual 
providers  and  payors  choose  to  operate.     All  types  of  providers 
have  the  option  of  attempting  to  increase  costs  which  are 
reimbursed  by  other  third  party  payors.     Publicly-owned  facilities 
have  the  additional  option  of  seeking  supplementary  funds  from 
their  governmental  sponsor.     Einally,  providers  have  the  option  of 
absorbing  such  a  disallowance  through  any  excess  revenues. 
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PROFESSIONAL  STANDARDS  REVIEW  ORGANIZATIONS  (PSRO)  FUNDING 


Mr.  Conte.  The  Congressional  Budget  Office  (CBO)  reported 
to  the  Ways  and  Means  Subcommittee  on  Health  in  1980  that  their 
evaluation  of  PSROs,  the  latest  one  conducted  by  CBO  to  date, 
showed  "Specifically,  we  estimate  that  gross  savings  to  the 
government  exceed  relevant  program  costs  by  about  $17  million." 
The  HCFA  report  shows  PSROs  save  $21  million  more  for  the 
government  that  they  cost  to  operate.  How,  then,  can  you  ignore 
the  results  of  your  own  evaluations  and  maintain  that  by  elminating 
PSROs  the  Federal  government  saves  money? 

Dr.  Davis.  We  are  in  agreement  with  the  conclusion  that  some 
Professional  Standards  Review  Organizations  (PSROs)  have  been 
effective  and  have  contributed  savings  to  Medicare.  However,  this 
result  does  not  represent  sufficient  grounds  for  continuing  the 
Program  because:  (a)  as  CBO  has  pointed  out,  the  program  results 
in  a  costs  shift  to  the  private  sector  with  the  end  product  being  an 
overall  increase  in  health  care  costs,  (b)  it  is  a  form  of  regulation 
which  will  be  unnecessary  when  we  move  into  increased 
competition,  and  (c)  we  believe  that  in  the  interim  we  can  obtain  as 
good  as  or  better  results  at  less  cost  through  our  Contractor 
Initiative  in  conjunction  with  the  Voluntary  Effort 


MEDICAL  UTILIZATION  REVIEW  SAVINGS 


Mr.  Conte.  Would  you  give  us  precisely  how  you  arrived  at  the 
savings  which  you  attribute  to  your  Private  Sector  and  Medicare 
Intermediary  Utilization  Review  Initiative? 

Dr.  Davis.  As  a  result  of  savings  through  streamlining 
Medicare  contractors'  operations,  we  hope  to  be  able  to  shift 
additional  funds  into  medical  review.  We  plan  to  allocate  those 
funds  to  contractors  on  the  basis  of  those  areas  of  the  country  in 
which  we  think  they  will  have  the  most  impact  in  reducing  aberrant 
utilization  patterns.  By  setting  outcome-oriented  benefit  dollar 
savings  targets  for  the  contractors  to  meet,  and  by  giving  them 
flexibility  in  designing  their  review  progress  to  focus  on  local 
patterns  of  aberrancies,  we  believe  we  will  be  able  to  effect  needed 
savings.  These  savings  will  be  supplemented  by  savings  resulting 
from  the  efforts  of  the  providers  themselves.  With  respect  to 
voluntary  efforts  by  hospitals  to  contain  health  care  costs,  we 
believe  there  is  a  recognition  among  industry,  labor,  management 
and  consumers,  that  innovative  ways  must  be  found  to  restrain  the 
massive  rates  of  increase  in  health  care  costs.  We  are  in  close 
contact  with  the  industry  and  these  coalitions  and  I  believe  that  a 
very  strong  effort  to  meet  this  target  will  be  made.  Our  hope  is 
that  the  results  of  that  effort  will  be  sufficient  so  that  the  need  for 
more  extensive  utilization  review  will  be  less;  but  we  will  take 
necessary  steps  to  deal  with  this  intolerable  rate  of  inflation. 
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FISCAL  YEAR  1983 


Mr.  Livingston.  Doctor,  your  budget  request  provides  for  the 
funding  of  62  PSROs  in  FY  1983.  Have  you  formulated  a  list  of 
those  who  will  qualify? 


Dr.  Davis.  We  are  proceeding  with  a  second  national 
evaluation  to  identify  the  most  effective  PSROs  which  will  receive 
a  grant  if  the  program  is  continued  in  Fiscal  Year  1983 
(approximately  62).  Until  that  evaluation  has  been  completed,  we 
will  not  know  which  PSROs  will  qualify. 


Mr.  Livingston.  Are  there  alternatives  to  the  present  PSRO 
system  that  may  be  less  costly? 

Dr.  Davis.  In  lieu  of  Professional  Standards  Review 
Organizations  (PSROs),  we  will  rely  on  Medicare  contractors  to 
address  utilization  problems.  The  Administration  is  also  promoting 
a  new,  private  sector-based  voluntary  effort.  In  addition,  the 
competition  initiative  under  development  will  ensure  the  creation  of 
incentives  for  health  care  providers  to  deliver  only  necessary  and 
appropriate  care.  we  believe  the  combined  efforts  of  these 
alternatives  to  PSROs  will  result  in  a  better  system  of  cost  control, 
not  merely  a  different  system. 
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Mr.  Livingston.  There  has*  been  a  number  of  differences 
among  our  Committee,  CBO  and  OMB  as  to  what  the  Medicaid 
account  should  actually  be  funded.  Can  you  tell  us  if  you  have  any 
better  estimates  as  to  the  actual  savings  in  Medicaid  that  will  be 
achieved  from  passage  of  the  FY  1981  Reconciliation  Act? 


Dr.  Davis.  The  following  items  have  been  included  in  the 
Administration's  estimate  of  the  impact  of  the  FY  1981 
Reconciliation  Act  for  FY  1982  and  FY  1983  in  millions  of  dollars. 


FY  1982 

FY  1983 

Three/Four  Percent  Reduction: 

-560.3 

-816.0 

Unemployment  Offset: 

+8.1 

+8.5 

Hospital  Rate  Setting  Offset: 

+53.2 

+58.7 

Fraud/ Abuse  Offset: 

+105.1 

+112.4 

Incentive  Rebate  for  Below 
109%: 

-0- 

+64.6 

Overpayments 

-5.0 

-1.0 

Less  Than  Annual  Surveys 

-0.5 

-2.6 

Reduced  AFDC  Caseload 

-0- 

-225.0 

PSRO  Funding 

+16.7 

+16.7 

Medicare  Deductible  Increases 

+27.0 

+40.0 

Buy-In  Expansion 

+14.0 

+16.0 

Total  Net  Savings 

-341.7 

-727.7 

The  other  provisions  for  increased  flexibility  have  not  been 
estimated  at  this  time  by  the  States  or  by  HCFA.  These  provisions 
require  considerable  debate  and  review  at  the  State  level,  and  often 
require  legislative  action  before  they  can  be  implemented.  The 
exact  size  and  shape  of  program  changes  is  still  unclear. 
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IMPACT  OF  RECONCILIATION  ACT 


Mr.  Livingston.  The  Reconciliation  Act  provided  States  with 
much  greater  flexibility  to  define  control  of  their  own  Medicaid 
programs.  What  have  the  preliminary  studies  revealed  as  to  the 
impact  of  these  changes? 

Dr.  Davis.  Most  of  these  flexibility  provisions  were 
implemented  by  regulations  published  at  the  beginning  of  October, 
1981  and  the  ensuing  5  months  is  not  sufficient  to  allow  for  an 
adequate  assessment  of  the  impact  of  the  changes.  One  provision, 
for  example,  authorized  waivers  for  States  to  provide  home  and 
community-based  services  in  order  to  avoid  institutionalization.  To 
date,  13  States  have  requested  these  waivers  and  three  have  been 
granted  final  approval.  While  some  savings  is  projected  from  these 
waivers  actual  experience  cannot  be  analyzed  until  the  first  year's 
results  are  reported. 
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Mr.  Livingston.  How  many  State  have  made  changes  in  their 
Medicaid  reimbursement  systems  as  a  result  of  the  Reconciliation 
Act? 

Dr.  Davis.  With  respect  to  reimbursement  for  inpatient 
hospital  services,  as  of  August  13,  1981,  12  States  had  payment 
systems  that  differed  significantly  from  the  Medicare  principles. 
Since  enactment  of  P.L.  97-35,  4  additional  States  (Missouri,  Illinois, 
Kentucky  and  North  Carolina)  have  submitted  entirely  new  State 
plans  incorporating  cost-containing  features.  The  first  three  have 
been  approved  and  are  in  effect.  Also,  California  imposed  a  time- 
limited  6  percent  CAP  on  the  rate  of  increase  permitted  by  its 
approved  alternative  reimbursement  system  which  became  effective 
January  1,  1982. 

With  respect  to  reimbursement  for  long-term  care,  as  of 
October  1,  1981,  nearly  every  State  had  a  payment  system  that 
differed  in  some  way  from  the  Medicare  principles.  Since  October 
1,  1981,  over  40  amendments  to  existing  State  plans  have  been 
processed  under  the  new  requirements. 


Mr.  Livingston.  States  are  also  allowed  under  the 
Reconciliation  Act  to  pay  for  any'  medical  or  nonmedical  services 
which  may  be  needed  to  keep  someone  out  of  a  nursing  home.  I 
know  for  some  health  services  home  care  is  cheaper.  Have  States 
taken  advantage  of  this  provision? 

Dr.  Davis.  To  date,  13  States  have  requested  waivers  under 
section  1915(c)  of  the  Act  to  provide  home  and  community-based 
services  to  individuals  who  would  otherwise  require  institutional 
care.  These  States  are:  Oregon,  Louisiana,  Montana,  Florida, 
California,  Georgia,  Tennessee,  Minnesota,  Vermont,  Kansas, 
Missouri,  Rhode  Island,  and  Nevada.  Florida  and  California  each 
requested  two  waivers,  and  Kansas  requested  three.  Approvals  have 
been  granted  to  Oregon,  Louisiana,  and  Montana  while  the  remaining 
States'  applications  are  still  under  consideration.  Thirty-six  States 
have  not  applied  for  a  waiver  in  this  area. 
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OFFSETS  TO  GENERAL  REDUCTION  IN  FEDERAL  MATCH 

Mr.  Livingston.  How  many  States  have  or  will  receive  some 
percentage  exemption  from  their  total  Federal  reimbursement 
reduction  rate  of  3  percent  as  set  in  the  1981  Reconciliation  Act? 
Can  you  list  these  States  for  the  record? 

Dr.  Davis.  The  FY  1983  Presidential  Budget  submitted  in 
January  1982  included  appropriation  estimates  reflecting  the  impact 
of  the  Omnibus  Budget  Reconciliation  Act  of  1981  for  fiscal  year 
1982  and  1983.  Based  on  this  budget  submission,  the  following 
offset  items/States  were  included:  One  percent  offset  for  operation 
of  a  Qualified  Hospital  Cost  Review  Program— 7  States  qualify.  . 

FISCAL  YEARS  1982  AND  1983 

Connecticut 
Maryland 
Massachusetts 
New  Jersey 
New  York 
Rhode  Island 
Washington 

One  percent  offset  for  unemployment  rate  exceeding  150  percent  of 
the  national  average— 1  State  qualifies. 

FISCAL  YEARS  1982  AND  1983 

Michigan 

One  percent  offset  for  fraud  and  abuse  recoveries  including  Third 
Party  Liability  recoveries  in  FY  1982.  The  actual  States  involved 
are  not  known  at  this  time.  However,  based  upon  Notice  of 
Proposed  Rulemaking  published  September  30,  1981—46  FR  480006— 
and  recent  historical  data,  the  budget  submission  assumed  that 
75  percent  and  50  percent  of  the  States  will  qualify  for  the 
Fraud/ Abuse/Third  Party  Liability  offset  in  fiscal  years  1982  and 
1983,  respectively. 


93-481    0—82  6 
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ADMINISTRATION  BLOCK  GRANT 

Mr.  Livingston.     What  exactly  will  be  included  in  the 
proposed  welfare  administration  block  besides  Medicaid? 

Dr.  Davis.  The  administrative  block  grant  will  provide  fund 
for  the  administration  of  the  AFDC  and  the  food  stamp  programs,  a 
well  as  Medicaid. 
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MEDICAID  BUDGET  FOR  ADMINISTRATION  AND  TRAINING 

Mr.  Livingston.  What  was  the  State  and  local  administration 
and  training  portion  of  the  Medicaid  budget  in  FY  81?  What  is  the 
estimate  for  FY  82? 

Dr.  Davis.  The  State  and  local  administration  and  training 
portion  of  the  Medicaid  budget  in  FY  1981  was  $920,193,000.  The 
FY  1982  estimate  is  $931,437,000. 
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MEDICAID 


Mr.  Porter.  You  are  requesting  a  supplemental  of 
$552,757,000  for  FY  1982  to  meet  Medicaid  vendor  payments  as  part 
of  the  Federal  share  of  grants  to  the  States  under  Title  XIX  of  the 
Social  Security  Act.  This  is  based  on  assumptions  of  Congressional 
action  on  proposed  legislation  by  July  1,  1982,  yet  it  is  likely  several 
of  those  proposed  revisions  will  not  be  adopted.  What  are  your  plans 
for  further  reducing  costs  if  Congress  fails  to  act? 


Dr.  Davis.  We  are  confident  that  the  President's  legislative 
program  will  be  enacted  as  a  complete  package.  The  legislation  will 
be  available  to  Congress  shortly,  so  that  there  will  be  ample  time  to 
enact  the  proposals  by  July  1,  1982.  If  however,  some  of  the 
proposals  are  not  enacted  or  if  they  are  altered  to  reduce  the 
savings  potential,  the  FY  1982  requirements  will  exceed  the 
available  resources.  When  it  becomes  clear  that  the  legislative 
savings  are  not  sufficient,  there  are  several  options  available.  First, 
if  the  supplemental  has  not  yet  been  enacted,  it  can  be  amended. 
Secondly,  and  most  likely,  the  shortfall  between  appropriation 
available  and  requirements  can  be  made  up  through  the  usage  of  the 
borrowing  authority  from  the  subsequent  year's  appropriation. 
Finally,  additional  proposals  could  be  developed  and  presented. 
However,  the  time  required  to  develop  and  review  new  proposals 
would  make  this  alternative  the  least  likely. 


Mr.  Porter.  How  much  can  you  reduce  costs  through 
elimination  of  conflicting  or  imprecise  policy  regulations  and 
improved  auditing  procedures? 


Dr.  Davis.  The  HCFA  Task  Force  for  Regulatory  Reform  has 
reviewed  a  variety  of  Medicare/Medicaid  regulations  affecting 
major  providers  of  health  care  and  the  Medicaid  State  agencies. 
The  recommendations  resulting  from  that  review  are  currently  being 
developed  as  Notices  of  Proposed  Rulemaking.  The  proposed 
revisions  are  intended  to  decrease  administrative  burden,  eliminate 
unnecessary  paperwork  and  produce  both  Federal  and  State  savings. 
It  is  not  possible  to  calculate  the  actual  amount  of  reduced  costs 
which  would  result  from  improved  auditing  procedures  for  the 
Medicaid  program;  however,  past  experience  in  the  Medicare 
program  demonstrates  the  recovery  of  $2.76  and  $5.00  for  every  $1 
of  auditing  costs  incurred  for  Parts  A  and  B,  respectively.  Since 
provider  reimbursement  policies  under  Medicaid  are  similar  to 
Medicare  in  many  respects  (e.g.,  determination  of  a  provider's 
allowable  and  reasonable  costs),  it  can  be  expected  that  sizable  cost 
savings  would  be  generated  from  increased  emphasis  and  improved 
auditing  procedures. 
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ILLINOIS  HOSPITAL  AUDIT  PROJECT 

Mr.  Porter.     In  Illinois,  a  joint  HCFA  Quality  Control,  HHS 
Inspector  General  Hospital  Audit  project  examining  34  Illinois 
hospitals  uncovered  wide-spread  deficiencies  and  waste  amounting 
to  an  estimated  $150-$200  million  a  year  from  the  $1.3  billion 
Medicaid  program  in  Illinois  and  additional  loss  from  Medicare. 

The  Executive  Summary  of  the  Special  Hospital  Audit  I  have 
here  ascribes  the  losses  to  two  basic  causes:     "inadequacies  in 
policy  and  inadequacies  in  audit  procedures."    Half-dozen  or  more 
doctors  in  Chicago  area, for  example,  receiv  ed   an  average  of 
$300,000  or  more  each  year  in  the  past  five  years  for  treating 
welfare  patients. 

Are  you  aware  of  this  audit  report?     I  understand  it's  to  be 
used  as  a  model  for  nationwide  crackdowns?    What  currently  are 
you  doing  to  address  the  underlying  policy  and  audit  inadequacies? 

Dr.  Davis.     We  are  aware  of  the  referenced  hospital 
audit  report  and  have  worked  very  closely  with  our  Chicago 
Regional  Office  and  the  Office  of  the  Inspector  General  with 
respect  to  many  of  the  issues  contained  therein.     We  have  been 
particularly  concerned  with  the  issue  relating  to  reimbursement 
of  hospital-based  physicians.  These  problems  have  resulted  largely 
from  our  attempts  to  recognize  in  our  reimbursement  methods  the 
many  compensation  arrangements  associated  with  hospital-based 
physicians. 

Using  the  study  as  a  model,  the  HHS  Inspector  General  is 
launching  a  major  initiative  involving  a  comprehensive  systems 
review  of  hospitals  and  long-term  care  facilities. 

HCFA  is  developing  regulations  governing  reimbursement  to 
hospital-based  physicians  which  should  resolve  many  of  the  long- 
standing problems  noted  in  the  study. 

We  will  also  be  working  through  our  regional  offices  to 
correct  the  audit /review  problems  noted  with  respect  to  inter- 
mediaries and  State  agencies. 
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MEDICARE  CONTRACTORS 


Mr.  Porter.  We  have  received  complaints  from  Medicare 
contractors  that  HCFA  and  OMB  initiatives  require  "additional 
responsibilities  with  lesser  funding  for  program  operators."  What's 
the  basis  for  ■  these  contentions  and  what  impact  on  contractor 
operators  will  these  budget  reduction  have? 


Dr.  Davis.  HCFA  has  underway  a  major  Medicare 
Administrative  Reform  Initiative  designed  to  steamline  and 
restructure  the  administration  of  the  program  so  that  routine  claims 
payment  operations  can  be  performed  in  a  less  costly  manner.  This 
Medicare  Reform  Initiative  is  being  carried  out  in  cooperation  with 
the  Medicare  contractors  who  have  contributed  a  number  of 
streamlining  proposals  which  are  now  under  review.  For  example, 
there  is  a  special  fast  track  task  force  exploring  the  possibility  of 
eliminating  the  hospital  bill.  HCFA  is  also  conducting  an  industrial 
engineering  type  of  analysis  of  all  aspects  of  Medicare  operations  to 
identify  cost  intensive  functions  which  can  be  eliminated, 
simplified,  or  automated.  The  Medicare  Administrative  Reform 
Initiative  also  includes  an  incremental  effort  to  increase  the  number 
of  bills  sent  to  the  Medicare  contractors  in  an  automated  (paperless) 
fashion,  an  intensified  effort  to  improve  or  remove  inefficient 
contractors,  and  a  legislative  proposal  designed  to  give  us  more 
flexibility  to  select  contractors  in  the  most  cost-effective  manner. 


Mr.  Porter:  Will  these  changes  lead  contractors  to  reduce 
hospital  and  physician  utilization  review? 

Dr.  Davis.  Costs  saved  as  a  result  of  this  streamlining  will  be 
applied  to  absorbing  increased  workloads  and  inflation,  as  well  as 
transferred  to  audit  and  reimbursement  and  medical  utilization 
review  activities. 
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WORKING  AGED 

Mr.  Porter.     I  have  constituents  who  fear  that  the  new  budget 
proposals  will  disqualify  persons  over  65  who  are  working  from 
eligibility  for  Medicare.     They  are  concerned  that,  as  a  result, 
employers  of  those  over  65  will  have  increased  medical  insurance 
costs  by  50%.    What  comments  have  you  on  this  that  might  reassure 
concerned  senior  workers? 

Dr.  Davis.     Our  proposal  would  not  disqualify  working  persons 
aged  65-69  from  eligibility  for  Medicare.     It  would  make  the 
Medicare  program  the  secondary  payor  to  employment-based  group 
health  benefit  plans.     In  addition,  employers  would  be  required  to 
offer  employees  age  65  through  69  the  same  health  benefit  plans 
offered  to  all  other  employees.     Aged  employees  would  be  required 
to  contribute  no  more  towards  the  premium  than  younger  workers. 
They  will,  at  present,  continue  to  be  covered  by  both  their  group 
health  plans  and  by  Medicare. 

Since  the  working  aged  represent  less  than  one-half  of  one 
percent  of  the  labor  force,  we  believe  that  most  employers  will  not 
have  significant  increases  in  their  insurance  premium. 
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PAYMENT  FOR  GROUP  PRACTICE  PLANS 

Mr.  Porter.  A  GAO  report  dated  February  18,  1982  indicates 
that  Medicare  Qualification  Factor  payments  to  Group  practice 
Plans  are  not  consistent  with  statutory  definitions  or  HKS 
regulations.  HCFA  officials  were  informed  of  this,  and  yet  $9.4 
million  in  FY  82  was  lost  through  implementation  failure,  according 
to  the  GAO  report.  Would  you  explain  HCFA's  view  of  this? 

Dr.  Davis.  I  believe  you  are  referring  to  a  payment,  called  the 
"equalization  factor",  made  to  certain  group  practice  prepayment 
plans  (GPPPs).  The  equalization  factor  has  been  included  in 
Medicare  payments  to  these  plans  since  the  early  days  of  the 
program. 

The  equalization  factor  is  a  special  payment  made  to  these 
plans,  above  reasonable  cost,  which  was  originally  intended  to 
provide  funds  for  long  range  capital  financing  for  these  plans,  to  the 
same  extent  that  premiums  these  plans  charge  others  include  such 
an  allowance. 

In  October  1980,  we  published  proposed  regulations  dealing 
with  Medicare  reimbursement  to  GPPPs.  Once  of  the  changes  in 
current  policy  included  in  these  proposed  regulations  was 
elimination  of  this  equalization  factor.  The  final  regulations  are 
currently  in  review  in  HCFA.  We  are  examining  this  regulation  at 
this  time  to  determine  whether  pending  HMO  legislation  and 
legislation  on  competition  in  the  Medicare  program  would  eliminate 
the  need  for  these  regulations. 
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MEDICAID  ERROR  RATES 

Mr.  Porter.  The  error  rate  in  the  District  of  Columbia  and 
probably  in  several  more  States  remains  very  high  in  terms  of  losses 
and  indicates  an  utter  failure  in  prosecuting  offenders.  Can  you  tell 
us  what  is  being  done  to  reduce  the  rate  and  prosecute  offenders? 
What  costs  in  detection  and  prosecution  are  you  incurring  in  FY 
1982? 

Dr.  Davis.  All  State  Medicaid  agencies  are  performance 
monitored  through  the  Medicaid  Quality  Control  (MQC)  program. 
MQC  utilizes  sampling  techniques  to  establish  the  error  rate  which 
also  identifies  the  amount  of  erroneously  spent  dollars  for  each 
State.  MQC  data  is  then  compiled  and  analyzed  by  the  Health  Care 
Financing  Administration  (HCFA)  for  use  in  helping  States 
determine  the  cause  and  kinds  of  errors  it  has  made. 

Each  State  Medicaid  agency  also  analyzes  the  data  and 
submits  an  annual  Corrective  Action  Plan  (CAP)  to  HCFA.  The 
CAPs  are  required  to  address  the  major  causes  of  errors  and  identify 
specific  efforts  which  will  be  taken  to  reduce  them.  HCFA  regional 
offices  provide  assistance  to  the  States  in  planning  and 
implementing  these  activities.  Regional  offices  are  also  required  to 
develop  State  specific  initiatives,  whereby  they  provide  continuing 
direct  assistance  to  all  States  regardless  of  error  rates. 

Actual  Medicaid  error  rates  have  shown  a  steady  decline  for 
the  past  two  years.  This  success  is  due  to  HCFA  activities  and 
efforts  being  made  by  States  to  reduce  misspent  dollars. 

Offenders  are  detected  and  prosecuted  through  the  State 
Medicaid  Fraud  Control  Unit  (SMFCU)  program  administered  by  the 
Office  of  the  Inspector  General.  It  is  estimated  that  $39  million 
will  be  expended  to  operate  34  State  units  in  FY  1982.  The  States 
participating  in  this  program  represent  85  percent  of  total  Medicaid 
program  dollars. 


HEALTH  RESEARCH  POLICY  CENTERS 


Mr.  Porter.     Research  in  health  care  competition  and  cost 
reduction,  with  the  new  Administration  budget  and  health  competition 
legislative  proposals,  will  be  necessary  to  verify  accuracy,  analyze 
changes  and  project  possible  results.     Tell  us  your  feeling  concerning 
the  quality  and  immediate  relevancy  of  the  research  currently  conducted 
at  HCEA  health  research  policy  centers? 

Dr.  Davis.     By  and  large,  the  quality  of  the  research  conducted 

by  HCFA  health  policy  centers  has  been  very  high.     In  the  few 

instances  where  the  products  have  been  uneven,  we  have  worked  with 

the  centers  to  assure  that  HCFA's  policy  needs  were  addressed. 
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FY  1983  LEGISLATIVE  TIMETABLE 


Mr.  Porter.  Entitlements  reform  in  the  Medicaid/Medicare 
area  is  expected;  but  what  if  Congress  does  not  comply  in  time  for 
the  Fiscal  1983  budget  exercise.  How  will  the  shortfalls  be  made 
up,  by  supplemental  again  this  year? 


Dr.  Davis.  We  are  confident  that  the  FY  1983  legislative 
program  will  be  submitted  in  time  to  be  enacted  to  effect  the 
savings  projected.  If  Congress  does  not  enact  these  proposals  or  if 
Congress  changes  some  of  the  provisions,  the  savings  could  be  lower; 
therefore,  there  may  be  need  for  additional  resources  for  Medicaid 
in  FY  1983.  A  supplemental  request  would  be  one  method  to  deal 
with  this  potential  shortfall.  Another  possibility,  if  the  shortfall  is 
identified  early  enough,  would  be  to  amend  the  FY  1983 
appropriation  request.  Finally,  if  the  shortfall  were  relatively 
small,  the  funds  could  be  borrowed  from  the  FY  1984  appropriation. 
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Mr.  Porter.  How  will  the  patient  be  protected  post- 
operatively? 

Dr.  Davis.  In  keeping  with  the  provision  of  the  Omnibus 
Reconciliation  Act  of  1980,  section  937  of  P.L.  96-499,  only  those 
optometrists  who  are  legally  authorized  to  practice  optometry  and 
permitted  by  the  State  may  provide  the  following  services  to  the 
aphakia  patients: 

(a)  Case  history  (the  determination  of  changing  visual  perform- 
ance as  it  related  to  the  condition  of  aphakia; 

(b)  External  examination  (the  inspection  with  illumination  and 
magnification  of  eyelids  and  surrounding  areas  of  the  eye); 

(c)  Ophthalmoscopy  (the  inspection  with  illumination  and 
magnification  of  the  internal  structure  of  the  eye); 

(d)  Biomicroscopy  (the  inspection  of  frontal  tissues  of  the  eye, 
using  illumination  and  magnification); 

(e)  Tonometry  (the  measurement  of  the  internal  pressure  of  the 
eye,  visual  field,  and  evaluation  of  the  control  and  peripheral 
field  of  vision); 

(f)  Ocular  mobility  (the  determination  of  the  ability  of  the  eye  to 
move  efficiently); 

(g)  Biocular  function  (an  evaluation  of  the  ability  of  the  eye  to 
obtain  single,  clear,  two-eyed  vision);  and 

(h)  Evaluation  of  contact  lenses  and  the  provision  of  ophthalmic 
prosthesis  and  services. 

It  is  our  view,  and  the  view  of  the  panel  of  experts  that  assisted 
HHS  in  first  developing  this  list  of  services  in  1976,  that  the 
services  on  this  list  are  essentially  measurement-oriented.  As  such, 
they  are  appropriate  for  an  optometrist  to  perform.  We  do  not 
intend  that  optometrists  should  perform  services  which  require  a 
physician's  training. 
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MEDICARE  REIMBURSEMENT  TO  OPTOMETRISTS 


Mr.  Porter.  The  Reconciliation  Act  of  1980  included  language 
to  allow  Medicare  reimbursement  to  optometrists  for  services 
"related  to  the  condition  of  aphakia,"  meaning  "post-surgical  care  of 
cataract  patients."  You  are  aware  of  the  controversy  surrounding 
this  issue,  particularly  in  a  time  of  budget  restraints.  Opponents  of 
the  measure  argue  that  the  surgical  fee  covers  immediate  post- 
operative care,  and  thus  extension  of  this  reimbursement  to  other 
providers  would  be  highly  duplicative.  I  am  not  asking  you  to 
comment  on  the  merits  of  the  arguments.  However,  it  is  a  cause  of 
concern  to  me  that  14  months  have  passed  and  no  regulations  have 
been  proposed  to  implement  this  part  of  the  1980  Reconciliation 
Act.  This  is  disturbing  because  actual  reimbursement  for 
optometric  services  for  aphakia  is  being  made  with  no  regulations  in 
place  to  address  these  cost  and  quality  of  care  issues.  Also,  it  is 
highly  irregular  to  administer  a  program  without  regulations— and 
HCFA  may  thus  be  inviolation  of  the  Administrative  Act.  Would 
you  care  to  comment  on  these  concerns  including  when  the 
regulations  will  be  promulgated? 


Dr.  Davis.  The  Optometrist  Regulation  is  currently  in  the 
review  and  clearance  process.  We  anticipate  publication  in  the  very 
near  future. 


Mr.  Porter.  Will  the  regulations  prevent  duplicative  services 
and  billings? 

Dr.  Davis.  Because  of  the  proximity  in  time  between  the  post- 
cataract  surgery  services  furnished  by  ophthalmologists  and  the 
initial  services  furnished  to  aphakia  patients  by  optometrists,  the 
possibility  of  claims  for  duplicate  services  does  exist.  We  have 
alerted  the  contractors  that  process  claims  for  us  of  this  possibility 
and  have  requested  a  special  review  of  such  claims  by  the  medical 
staffs  of  the  contractors.  We  believe  that  existing  safeguards, 
already  included  in  current  claims  processing  operations,  may  be 
sufficient  to  preclude  duplication  of  payment  and  payment  for 
services  that  are  not  reasonable  and  medically  necessary. 
Therefore,  our  proposed  regulations  stipulate  that  payment  for 
optometrist's  services  will  be  made  for  those  services  that  are 
related  to  the  condition  of  aphakia  within  the  scope  of  optometric 
practice  as  described  by  the  State.  We  have  not  identified  a  need 
for  any  additional  requirements,  conditions,  or  restraints  at  this 
time. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
HEALTH  CARE  FINANCING  ADMINISTRATION 


 1983  Estimate   Page 

Pos.  Amount  Number 

Grant  to  States  for 

Medicaid                                —  $17,006,162,000  1 
Payments  to  Health  Care 

Trust  Funds                          —  $15,576,000,000  26 

Program  Management          3,989  $       89,405,000  43 
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HEALTH  CARE  FINANCING  ADMINISTRATION 
Grants  to  States  for  Medicaid 


For  carrying  out,  except  as  otherwise  provided,  title  XIX  of  the  Social  Security  Act, 
$17,006,162,000,  to  remain  available  until  expended. 

For  making,  after  June  1  of  the  current  fiscal  year,  payments  to  States  under 
title  XIX  of  the  Social  Security  Act,  for  costs  incurred  in  the  last  three  months  of 
the  current  fiscal  year,  not  to  exceed  $3,000,000,000,  to  be  charged  to  the 
subsequent  appropriation  therefor. 

In  administration  of  title  XIX  of  the  Social  Security  Act,  payments  to  a  State  under 
such  title  for  any  quarter  in  the  period  beginning  July  1  of  the  prior  year  and  ending 
September  30  of  the  current  year  may  be  made  with  respect  to  a  State  plan 
approved  under  such  title  prior  to  or  during  such  period.  After  a  plan  or  plan 
amendment  is  approved,  payment  may  be  made  with  respect  to  it  for  the  quarter  in 
which  it  was  submitted  or  any  subsequent  quarter  in  which  it  remains  in  effect. 

Such  amount  as  may  be  necessary  from  this  appropriation  shall  be  available  for 
grants  to  States  for  any  period  in  the  prior  fiscal  year  subsequent  to  June  1  of  that 
year. 

For  making  payments  to  States  under  title  XIX  of  the  Social  Security  Act  for  the 
first  quarter  of  fiscal  year  1984,  $4,470,000,000  to  remain  available  until  expended. 

No  amount  appropriated  for  Grants  to  States  for  Medicaid  shall  be  available  for 
payment  under  Section  1903  (a)(2),  1903  (a)(3),  or  1903  (a)(7)  to  the  fifty  States  or 
the  District  of  Columbia  for  costs  incurred  after  September  30,  1982.  (Legislative 
action  required.) 
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Language  Analysis 


Language  Provision 


Explanation 


"For  making,  after  June  1  of  the 
current  fiscal  year,  payments  to 
States  under  Title  XIX  of  the 
Social  Security  Act,  for  costs 
incurred  in  the  last  3  months  of 
the  current  fiscal  year,  not  to 
exceed  $3,000,000,000,  to  be 
charged  to  the  subsequent  appro- 
priation therefor. 


This  provision  allows  the  use 
of  up  to  $3  billion  of  subse- 
quent appropriation  to  make 
grant  awards  to  States  during 
the  last  quarter  of  the  current 
year. 


"But  no  such  payment  shall  be  made 
with  respect  to  any  plan  for  any 
quarter  prior  to  the  quarter  in 
which  a  subsequently  approved  plan 
was  submitted." 


This  language  restricts  payments 
for  matchable  expenditures  to 
those  contained  in  a  current 
State  plan. 


"Such  amounts  as  may  be  necessary 
from  this  appropriation  shall  be 
available  for  grants  to  States 
for  any  period  in  the  prior  fiscal 
year  subsequent  to  June  1  of  that 
year." 


This  provision  reconfirms  authority 
provided  in  the  last  year's  appro- 
priation to  permit  the  use  of 
FY  1983  funds  for  grants  for  the 
fourth  quarter  of  FY  1982. 


"For  making  payments  to  States  under 
Title  XIX  of  the  Social  Security  Act 
for  the  first  quarter  of  fiscal  year 
1984,  $4,470,000,000  to  remain  avail- 
able until  expended." 


This  provision  insures  the  avail- 
ability of  funds  to  the  States  in 
an  uninterrupted  manner  for  the 
first  quarter  of  the  succeeding 
fiscal  year. 


"No  amount  appropriated  for  Grants  to 
States  for  Medicaid  shall  be  available 
for  payment  under  sections  1903(a)(2), 
1903(a)(3),  and  1903(a)(7)  in  the  50 
States  and  the  District  of  Columbia 
for  costs  incurred  after  September  30, 
1982. 


This  exclusion  provides  that  no 
funds  be  allowed  to  match  the 
expenditures  for  State  and  local 
administration  and  training  except 
for  the  territories. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 

1981  1982  1983 

Actual  Estimate  Estimate 

Appropriation                        $17,071,043,000  $17,427,843,000  $17,006,162,000 

Supplemental     552,757  ,000   

Unobligated  Balance, 

start  of  year   2,420,000       


Subtotal   $17,073,463,000      $17,980,600,000  $17,006,162,000 

Comparative  transfer  to: 
"Social  Security  Admin- 
istration : 

Consolidated  Welfare 

Administration  Fund.".  -885,563,000  -896,000,000    


Subtotal   $16,187,900,000  $17,084,600,000  $17,006,162,000 

Appropriation  available 

from  prior  year   -3,530,775,000  -3,891,355,000  -4,081,000,000 

Appropriation  available 

from  subsequent  year..  3,891,355,000  4,081,000,000    


Total,  Obligations   $16,548,480,000      $17,274,245,000  $12,925,162,000 


93-481    0—82  7 
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SUMMARY  OF  CHANGES 

1982  Estimated  Budget  Authority    $  17,084,600,000 

1983  Estimated  Budget  Authority    17,006,162,000 

Net  Change    $  -78,438,000 


1982  Revised 

Increases:  Base  Change  from  Base 

Program: 

1.  State  Estimate  -  Medical 

Payments    $17,761,560,000  $+1,885,032,000 

2.  State  Estimate  -  State  and 

Local  Administration    965,195,000  +62,379,000 

3.  Financing  Adjustment   

a.  Medical  Payments    -111,114,000  +111,114,000 

b.  State  and  Local 

Administration    -15,398,000  +15,398,000 

4.     Omnibus  Budget  Reconciliation 

Act  of  1981   224,103,000  +92,710,000 

Subtotal   $  2,166,633,000 

Decreases: 
Program: 

1.  Omnibus  Budget  Reconciliation 

Act  of  1981    -565,746,000  -478,771,000 

2.  New  Regulatory  Initiative  -  LTC, 

Family  Responsibility   -0-  -29,000,000 

3.  Proposed  legislation   -278,000,000  -1,605,300,000 

4.  Transfer  of  State  and  local 
administration  and  training 

Block  Grant  to  SSA   -896,000,000  -132,000,000 

Subtotal    $-2,245,071,000 


TOTAL  NET  CHANGE 


$  -78,438,000 
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BUDGET  AUTHORITY  BY  ACTIVITY 


1981  1982  1983 

Actual  Estimate  Estimate 


Medicaid  Vendor  Payments  ...  $16,153,270,000  $17,049,163,000  $16,979,362,000 

State  and  Local  Admin- 
istration and  Training    34,630,000  35,437,000  26,800,000 

Total  Appropriation    $16,187,900,000  $17,084,600,000  $17,006,162,000 

(Obligations)  ($16,548,480,000)  ($17,274,245,000)  ($12,925,162,000) 
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BUDGET  AUTHORITY  BY  OBJECT 

1982  1983  Increase  or 

Estimate  Estimate  Decrease 

Grants,  Subsidies  and 

Contributions                            $17,084,600,000  $17,006,162,000  $  -78,438,000 

Total  Appropriation 

by  Object                                   $17,084,600,000  $17,006,162,000  $  -78,438,000 

Obligations   ($17,274,245,000)  ($12,925,162,000)  ($-4,349,083,000) 
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AUTHORIZING  LEGISLATION 


1982  Amount 
Authorized 


1982 
Estimate 


1983  Amount 
Authorized 


1983 
Estimate 


Grants  to  States  for 
Medicaid  (Social 
Security  Act,  Title 
XIX,  Section  1901).. 


Indefinite    $17,084,600,000  Indefinite 


$17,006,162,000 
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TABLE  OF  ESTIMATES  AND  APPROPRIATIONS 

Budget 


Year 

Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1973 

q  7Ai  ?As  nnn 

5  7di  iaq  nnn 

5, 

,761,245,000 

^  7Ai  OAS  nnn 

D  ,  /  O  J.  ,  Z4*  J  ,  UUU 

1974 

s  non  7ft7  nnn 

J  j  u  7U  j  /  Of  t  uuu 

s  nQn  7ft7  nnn 

J , U7U , / o/ , uuu 

5,000,000,000 

^  nnn  nnn  nnn 
J , uuu , uuu , uuu 

1975 

7  ?sa  S77  nnn 

fi  Qfifi  17 s  nnn 

6, 

,966,375,000 

(\         17  s  nnn 

0,  7uD  ,-3  /  J  , UUU 

1976 

ft  ?6i  qq*?  nnn 

8  ?6i  993  nnn 

8, 

,510,026,000 

o   sin  not  nnn 

O , J1U , UiD , uuu 

1977 

in         i<n  nnn 

in  193  193  nnn 

1U  ,  17J  ,  17J  SUUV7 

10, 

,193,193,000 

in  iQi  i qi  nnn 

i-U  ,  17J  ,  J.7J  ,  uuu 

1978 

11  765  000  000 

11  413  400  000 

10, 

,699,000,000 

in  699  nnn  nnn 

XV7  ,  U  77  ,  \J\J\J  ,  UV7V7 

1979 

12,138,589,000 

12,050,589,000 

LL, 

,785,589,000 

11,785,589,000 

1980 

14,865,629,000 

14,735,139,000 

14, 

,705,139,000 

14,705,139,000 

1981 

15,877,052,000 

15,877,052,000 

17,071,043,000 

1982 

18,365,608,000 

17,427,843,000 

17,427,843,000 

Suppl . 

552,757,000 

1983 

17,006,162,000 

101 


JUSTIFICATION 
Grants  to  States  for  Medicaid 
(Social  Security  Act,  Title  XIX,  Section  1901) 
Authorization:  Indefinite 


FY  1982 

Currently  FY  1982  Revised  FY  1983  Increase/ 

Program  Activity  Available  Estimate  Estimate  Decrease 

Medicaid  Vendor 

Payments  $16,537,406,000  $17,049,163,000    $16,979,362,000  $-69,801,000 

State  and  Local 

Administration  35,437,000  35.437,000  26,800,000  -8,637,000 

Total  Appropriation     $16,572.843,000  $17.08^,600.000    $17,006,162,000  $-78,^38,000 


Purpose  and  Method  of  Operations  -  The  purpose  of  title  XIX,  which  became  effective  in 
January  1966,  is  to  assist  States  to  provide  medical  care  to  their  low  income  population.  In 
order  to  meet  this  objective,  Grants  for  Medical  Assistance  under  title  XIX  of  the  Social 
Security  Act  (Medicaid)  are  made  to  States  and  jurisdictions  having  plans  approved  by  the 
Department  of  Health  and  Human  Services  (currently  Arizona  is  the  only  State  or 
jurisdiction  not  having  a  Medicaid  program). 

Federal  funds  are  made  available  to  States  to  cover  benefit  costs  on  the  basis  of  a  formula 
which  determines  the  percentages  of  total  program  costs  to  be  matched  by  Federal  dollars. 
The  rate  for  each  State  may  range  between  50  and  S3  percent  dependent  upon  its  relative 
per  capita  income.  Costs  of  administering  the  program  are  matched  at  various  rates  which 
range  from  50  to  90  percent  depending  upon  the  type  of  cost. 

Rationale  for  Budget  Request  -  The  amount  required  by  the  Medicaid  program  in  FY  1983  to 
match  projected  States'  expenditures  is  $17,006,162,000  which  is  a  decrease  of  $78,438,000 
over  the  current  estimate  for  FY  1982  of  $17,084,600,000. 

The  major  reasons  for  the  decrease  relate  to  the  legislative  proposals  which  save  an 
additional  $1,605,300,000  in  FY  1983  and  a  change  to  the  Consolidated  Welfare  Block  Grant 
which  saves  $132  million.  In  contrast  the  States'  estimates  have  increased  by  $1,947,411,000 
from  FY  1982  to  FY  1983.  This  increase  is  explained  with  representative  States  on  pages  23 
through  25.  In  addition  to  the  States'  estimate  increase,  there  is  a  net  reduction  of 
$126,512,000  due  to  financing  adjustments  reflected  in  the  FY  1982  budget  related  to  fiscal 
year  1981  expenditures,  and  a  net  reduction  of  $29  million  related  to  a  new  Long  Term  Care 
regulatory  initiative.  The  remaining  change  of  $386,061,000  reflect  the  reestimate  of  the 
savings  due  to  the  impact  of  the  Omnibus  Reconciliation  Act  of  1981.  These  changes  are  a 
result  of  decreases  based  on  Medicaid  overpayments,  AFDC  caseload  reductions,  and  the 
general  *  percent  reduction.  Offsetting  additions  are  comprised  from  the  unemployment 
offset,  hospital  rate  setting  offset,  fraud/abuse  offset,  buy-ins,  PSRO  funding  and  a 
Medicare  deductible. 
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The  President's  appropriations  request  of  $17,006,162,000  for  this  account 
includes  $19,917,462,000  under  current  law  less  a  transfer  of  $810,000,000  to 
Social  Security  Administration  for  State  and  Local  Administration  and  Training 
portion  of  Medicaid  to  be  included  in  the  total  Welfare  Administration  Block 
Grant  and  less  $2,101,300,000  requested  to  be  appropriated  assuming 
congressional  action  on  proposed  legislation  as  follows: 


Current  Law  Appropriations  Request  $19 , 917 , 462 , 000 
Impact  of  Legislative  Changes: 

—  Transfer  of  Administrative 

Block  Grant  to  SSA  -810 , 000 , 000 

--  Savings  from  95%  of  Administrative 

Block  Grant  to  Medicaid  -218 , 000 , 000 

—  Reduce  4  Month  AFDC  Extension 

to  30  Days  -75 , 000 , 000 

~  Mandatory  Co-Payments  -329,000,000 

—  Long  Term  Care  Liens  -183,000,000 
--  Eliminate  Utilization  Review  -16,300,000 

—  Eliminate  Special  Matching  Rates  for 

Family  Planning  and  State  Survey 

and  Certification  -64 , 000 , 000 

—  Zero  Error  Rate  Tolerance  -59,000,000 

--  Eliminate  Matching  Rate  for  Part  B  Buy-In  -203,000,000- 

--  Part  B  Index  Deductible  to  CPI  8,000,000 

--  Impact  of  AFDC  Proposals  -153,000,000 

--  Delay  Initial  Eligibility  Date 

for  Medicare  14,000,000 

--  Reduce  Match  Rate  3%  Optional  Service- 
Medical  Needy  -600 , 000 , 000 

--  Impact  of  SSI  Proposals  -176,000,000 

--  Impact  of  of  Medicare  2%  Hospital  Reduction  -35,000,000 

--  Impact  of  Medicare  Physician  Reimbursement 

Limits  -12,000,000 

TOTAL,  PROPOSED  LEGISLA- 
TION-OUTLAYS -2,911,300,000 

TOTAL,  APPROPRIATION  REQUEST  IN 

PRESIDENT'S  BUDGET  17 , 006 , 162 , 000 
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Omnibus  Budget  Reconciliation  Act  of  1981  (P.L.  97-35) 


The  Omnibus  Budget  Reconciliation  Act  of  1981,  P.L.  97-35,  was  passed  on 
August  13,  1981.     This  law  includes  many  provisions  which  directly  affect 
Medicaid  including: 

1.     Increased  Flexibility  for  States  (Title  XXI  -  Sections  2171-2184) 

The  1981  Reconciliation  Act  provisions  dealing  with  Medicaid  flexibility 
represent  a  major  turning  point.     For  the  first  time  since  Medicaid  was 
enacted  in  1965,  States  have  been  given  greater  flexibility  to  define  and 
control  their  own  programs  in  a  number  of  key  areas. 

Hospital  Reimbursement:    Until  the  1981  Act,  States  were  required  to  reimburse 
each  individual  hospital's  "reasonable  costs"  for  serving  Medcaid  patients. 

The  Reconciliation  Act  gives  the  States  much  more  flexibility  in  designing 
their  own  reimbursement  systems  and  requires  only  that  their  payments  to 
hospitals  be  "reasonable  and  adequate  to  meet  the  costs  which  must  be  incurred 
by  efficiently  and  economically  operated  facilities"  in  order  to  meet  applicable 
laws  and  quality  and  safety  standards.     (Special  consideration  must  be  given  to 
hospials  serving  disproportionate  numbers  of  low-income  people.) 

Under  this  new  authority  States  can  take  positive  action  to  slow  the  rate  of 
growth  in  their  hospital  expenditures. 

Home  and  Community-Based  Alternatives  to  Nursing  Homes:  During  the  1970' s,  the 
growth  in  nursing  home  expenditures  accounted  for  fully  45%  of  the  total  growth 
in  Medicaid,  which  has  been  running  over  15%  per  year,  on  average. 

To  combat  this  trend,  efforts  needed  to  be  made  to  help  elderly  people  stay  in 
their  own  homes  longer  and  provide  the  community-based  services  necessary  for 
them  to  do  so.     Prior  to  the  Reconciliation  Act,  many  of  the  supportive  services 
needed  to  keep  the  elderly  at  home  could  not  be  paid  for  by  Medicaid. 

Under  the  Reconciliation  Act,  States  will  be  allowed  to  pay  for  any  service, 
medical  or  non-medical  (but  not  including  room  and  board),  which  is  needed  to 
keep  someone  from  entering  a  nursing  home.    The  only  requirement  is  that  the 
resulting  Medicaid  cost  per  person  must  be  less  than  the  cost  of  nursing  home 
care. 


104 


Cost-Ef f ective  Primary  Care:     Many  Medicaid  recipients  often  go  to  hospital 
emergency  rooms  or  outpatient  departments  when  they  need  care.     Not  only  is  the 
charge  per  visit  considerably  higher  in  these  settings  than  in  a  physician's 
office,  but  also  episodic  use  of  emergency  rooms  means  that  health  problems  tend 
to  be  put  off  until  they  are  more  difficult  and  expensive  to  deal  with. 

States  have  not  been  able  to  control  this  inappropriate  use,  because  the  statute 
gives  Medicaid  beneficiaries  complete  freedom  of  choice  among  providers. 

The  Reconciliation  Act,  however,  permits  the  Secretary  to  waive  the  freedom- 
of -choice  requirement,  and  other  statutory  requirements,  when  a  State  wishes  to 
enroll  Medicaid  beneficiaries  in  cost-effective    systems  of  care,  such  as 
enrolling  Medicaid  beneficiaries  with  a  medical  group  practice  which  would 
undertake  to  provide  continuing  primary  care  and  would  control  all  hospitalization, 
referral  to  specialists,  etc.    While  these  arrangements  would  not  be  formal  Health 
Maintenance  Organizations,  States  might  pay  bonuses  to  physcians  or  group  practices 
which  e.g.,  reduce  unnecessary  hospitalization  for  their  enrollees. 

2.    Reduction  in  Medicaid  Payments  to  States  and  Offset  for  Meeting  Federal 
Medicaid  Expenditure  Targets  -  (Title  XXI  -  Section  2161). 

Under  this  provision  the  total  Federal  reimbursement  each  State  receives  in 
FY  1982,  FY  1983  and  FY  1984  will  be  reduced  by  3  percent,  4  percent,  and 
4.5  percent,  respectively.    The  level  of  each  State's  reduction  could  be 
lowered  by  one  percentage  point  for  each  of  the  following  three  conditions : 
operation  of  a  qualified  hospital  cost  review  program;  an  unemployment  rate 
exceeding  150  percent  of  the  national  average;  and  fraud  and  abuse  recoveries 
(including  third  party  liability  recoveries  in  FY  1982)  equal  to  one  percent 
of  Federal  payments  to  the  State. 

In  addition,  States  can  decrease  their  reductions  by  spending  less  than  their 
"target"  amount.    Each  State's  target  amount  for  FY  1982  will  be  109  percent 
of  the  State's  estimate  of  the  Federal  share  of  its  FY  1981  spending  as 
received  by  the  Secretary  before  April  1,  1981.    Target  amounts  for  FY  1983 
and  FY  1984  will  be  increased  or  decreased  based  on  changes  in  the  medical 
care  component  of  the  consumer  price  index.     For  each  dollar  less  than  its 
target  amount  the  State  spends,  a  dollar  is  offset  from  its  total  reduction. 
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Budget  Estimating  Improvements 


HCFA  has  initiated  several  steps  designed  to  improve  the  general  ability  of 
the  States  in  their  estimating  skills.     These  steps  follow  intensive  efforts 
to  increase  the  general  level  of  understanding  of  the  role  the  States 
estimates  play  in  the  national  budget.     A  Technical  Advisory  Group  (TAG) 
comprised  of  Federal  and  State  officials  met  on  several  occasions  to  discuss 
internal  difficulties  in  developing  and  improving  the  State  estimates. 

HCFA  awarded  a  contract  to  an  actuarial  firm  to  develop  an  improved  model  for 
forecasting  Medicaid  costs  on  a  State  by  State  basis.     The  contract  has  already 
developed  a  data  catalogue  of  major  sources  to  anticipate  utilization  in  FY  1982 
in  addition  to  the  review  of  forecasting  methodologies  used  by  a  representative 
group  of  States.    This  software  will  be  available  for  use  by  States  preparing 
their  quarterly  Medicaid  budget  estimates. 

The  Senate  Appropriations  Committee  has  expressed  concern  about  the  accuracy  of 
the  Medicaid  budget  estimates  in  its  committee  report  for  the  FY  1982  budget. 
The  concern  centers  on  a  difference  of  approximately  $900  million  between  the 
Congressional  Budget  Office  (CBO)  and  HCFA  in  the  estimation  of  the  fiscal 
year  1982  Medicaid  budget. 

One  major  difference  concerned  the  effects  of  the  Omnibus  Reconciliation 
Act  (ORA),  CBO  estimated  approximately  $450  million  in  reductions  for  the 
flexibility  provisions  of  the  ORA.  HCFA  did  not  estimate  any  reductions 
based  on  the  premise  that  it  was  too  early  to  predict  any  consistent  State 
behavior  and  that  it  takes  time  for  the  States  to  change  their  own  laws  and 
regulation  to  effectively  implement  these  new  options.    The  majority  of  the 
November  State  estimates  indicated  that  there  still  is  no  firm  estimates 
of  the  impact  of  this  area  of  the  ORA. 

Secondly,  CBO  estimated  a  $400  million  lower  FY  1981  base  using  an  analysis 
of  available  outlay  trends.  This  figure  was  translated  into  a  lower  fiscal 
year  1982  estimate.     In  fact,  the  actual  outlays  for  FY  1981  were  $250 
million  higher  than  the  outlays  projected  by  CBO  in  August,  1981. 

The  current  HCFA  estimates  have  been  lowered  by  only  $23  million.     The  State's 
estimates  for  FY  1982  decreased  by  $80  million  based  on  the  November  1981 
estimate  compared  against  the  previous  August  1981  estimate.     The  ORA  impact 
has  been  reestimated  and  the  savings  are  $184  million  lower  reflecting  delays 
in  implementation  of  AFDC  savings  proposals.     In  addition  estimated  expenditure 
data  for  the  final  quarters  for  FY  1981  have  lowered  the  FY  1982  requirements 
by  $127  million. 
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Medicaid  Quality  Control  (MQC) 

MQC  is  a  comprehensive  State-operated  management  system  for  detecting  errors 
in  eligibility,  third  party  liability  (TPL)  and  claims  processing  (CP).  The 
eligibility  review  is  a  case  review  of  beneficiaries  eligibility  during  a 
given  month.     The  TPL  review  is  a  two-step  process  of  identifying  potential 
third  party  payors  and  checking  paid  claims  to  determine  if  these  liable  third 
parties  have  paid  their  share  of  medical  expenses.     The  CP  review  presently 
focuses  on  claims  paid  in  conjunction  with  the  eligibility  sample.    The  CP 
review,   to  be  redesigned  in  FY  1982  with  anticipated  widespread  implementation 
in  FY  1983,  will  be  a  check,  of  paid  claims  pulled  in  an  independent  sample  to 
assure  that  Medicaid  funds  are  paid  only  for  covered  services  to  eligible 
providers  in  the  correct  amount. 

Various  changes  to  the  MQC  system  are  being  considered  for  FY  1982  including 
possible  changes  to  the  current  sample  size  of  78,000  cases  and  the  current 
sampling  timeframe  of  a  6  month  cycle.     These  changes,  if  implemented,  could 
result  in  significant  reduction  to  appropriations  for  State  and  local 
administration  associated  with  MQC  activity  for  that  fiscal  year  and  subsequent 
fiscal  years.     Overall,  the  MQC  system  produces  error  rate  data  which  then  can 
be  used  for  corrective  action.     Some  cost  avoidance  savings  for  MQC  have  been 
determined  to  be  included  in  the  data  which  the  States  use  to  make  their 
estimates;  therefore,  there  are  no  additional  budget  reductions  identified  with 
the  MQC  program. 


Medicaid  Management  Information  System 

The  Medicaid  Management  Information  System  (MMIS)  program  was  introduced  in 
FY  1972  to  provide  Medicaid  Administrators  with  a  tool  for  better  management 
control  of  the  expanding  Medicaid  program.     MMIS  involves  computerized  processing 
of  huge  volumes  of  provider  claims  and  provides  more  accurate  identification 
and  verification  of  eligible  recipients  and  providers,  claims  payments  and 
improved  fiscal  control.    Currently  36  States  and  parts  of  New  York  have  operating 
systems  which  have  been  approved  by  HCFA.  Six  States  and  parts  of  New  York  are 
anticipating  operation  and  approval  of  MMIS  systems  during  1982,  and  one  State 
is  in  the  development  stage.    The  remaining  ten  jurisdictions  have  no  active 
Federal  MMIS  plan. 

Title  IX  of  the  "Mental  Health  Systems  Act"  P.L.  96-398  (October  7,  1980)  requires 
the  States  to  provide  approved  mechanized  claims  processing  and  information 
retrieval  systems  by  September  30,  1982,  or  be  faced  with  penalties.  Waivers 
may  be  obtained  if  the  application  of  the  system  would  not  prove  cost  beneficial 
or  if  the  State's  1976  Medicaid  program  costs  amounted  to  less  than  $100  million 
and  the  State  had  a  Medicaid  population  of  less  than  1  million. 
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State  Survey  and  Certification  Activities 

As  authorized  in  Sections  1903  (a)(2)  and  (7)  of  the  Social  Security  Act, 
the  Health  Care  Financing  Administration  administers  State  survey  and 
certification  activities  of  long  term  care  facilities  to  ensure  these 
facilities  are  structurally  safe,  provide  for  a  sanitary  environment,  are 
well  staffed  and  have  needed  services  available  allowing  Medicaid  bene- 
ficiaries to  obtain  an  optimum  quality  of  care.     There  are  approximately 
7,840  Skilled  Nursing  Facilities;  11,300  Intermediate  Care  Facilities; 
and  850  Institutes  for  the  Mentally  Retarded  which  require  a  compliance 
survey.     Non-accredited  hospitals,  laboratories  and  other  providers  of 
services  to  Medicaid  beneficiaries  are  deemed  eligible  for  program 
participation  through  certification  under  the  Medicare  program. 

State  agencies  survey  institutions  utilizing  1 ,  2  or  3  year  survey  cycles 
to  ensure  minimum  Federal  standards  are  met.     Facilities  are  scheduled 
for  surveys  based  on  screening  criteria  developed  from  data  resulting 
from  complaints,  the  prior  compliance  history  of  each  institution  and  the 
severity  of  past  deficiencies.     Quarterly  grants  to  States  provide  Federal 
support  for  75  percent  of  surveyor  costs  for  salaries,  travel  and  training 
and  50  percent  Federal  matching  for  all  other  survey  related  expenditures. 

For  FY  1983,  the  amount  requested  to  support  Medicaid  survey  activities 
is  $31,800,000,  a  slight  reduction  from  the  FY  1982  level  of  $31,837,000. 
This  level  of  funding  provides  approximately  70  percent  of  the  amount 
required  to  survey  all  long  term  care  facilities.     The  annual  inspections 
of  all  long  term  care  facilities  was  discontinued  in  FY  1982  as  a  result 
of  changes  provided  in  the  Omnibus  Reconciliation  Act  of  1981  which  allow 
the  States  to  perform  less  frequent  than  annual  surveys  of  facilities 
with  a  history  of  compliance  with  program  conditions  of  participation. 
States  will  continue  to  survey,  at  least  annually,   those  facilities  with 
historic  poor  compliance  records.     Included  in  this  request  is  the  4  percent 
reduction  to  the  amounts  the  States  are  otherwise  entitled  as  authorized  in 
that  same  Act.     To  compensate  for  mandatory  cost  of  living  increases  and 
other  uncontrollable  costs  due  to  inflation,  i.e.,  travel  and  communications, 
management  improvements  will  be  encouraged  to  offset  otherwise  necessary 
reductions  to  survey  activities. 


Cash  Management 

The  Department  continues  to  change  over  the  procedures  used  by  the  States  in 
drawing  down  Federal  funds  to  match  State  expenditures.  The  two  procedures  to 
be  used  are  either  a  delay  of  draw  down  or  a  checks  paid  letter  of  credit 
system.     These  systems  will  cause  a  substantial  one-time  outlay  reduction  as 
well  as  a  reduction  in  interest  payments  on  the  public  debt.     Seven  States 
operated  under  one  of  these  systems  in  FY  1980  and  20  more  States  were  converted 
to  one  of  these  methods  in  FY  1981.     The  remaining  States  are  expected  to  convert 
in  FY  1982.     This  change  will  have  no  impact  on  the  budget  authority.  The  outlay 
reduction  will  be  $158.0  million  in  FY  1982. 
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STATE  BY  STATE  TABLES 

Estimate  of  Federal  Medicaid  Reimbursement  to  States  in  FY  1982 
Reflecting  Impact  of  Omnibus  Reconciliation  Act  of  1981 
(Dollars  in  Thousands) 


FY  1982  1/ 

Current  FY  1982 

FY  1982  21 

FY  1981 

Estimated 

State  Estimate 

Appropriation 

State 

Obligations 

Target  Level 

(Nov.  1981) 

Estimate  (3%] 

$  220,829 

$  246,177 

$  259,800 

$  252,006 

25 ,707 

26  ,302 

27  ,915 

27 ,077 

225,777 

244 ,804 

230 , 050 

223,148 

California.. . . 

2,008,814 

2,218,296 

2,220,744 

2,154,122 

127,191 

131,910 

137,640 

133,511 

Connecticut. . . 

206 ,089 

212 , 146 

229 ,022 

224  ,  441  y 

30,955 

32 ,735 

32,104 

31,141 

Dist.  of  Col.. 

85  ,030 

103 ,535 

102 ,326 

99  ,  256 

317,440 

350,455 

348,479 

338,024 

388,865 

413,434 

413,954 

401,535 

64 ,098 

63 ,017 

70,273 

68,165 

39  ,730 

45,062 

47 , 260 

45,842 

803,016 

825,760 

830,158 

805,253 

282,327 

283,036 

342,882 

332,595 

164,773 

165,654 

166,832 

161,827 

126,783 

133  ,582 

128,099 

124,256 

260,850 

290,138 

295, 117 

286,264 

Louisiana  

314,102 

368,961 

406,722 

394,521 

113,663 

123,478 

142,033 

137,772 

254  ,  071 

267  ,816 

273,497 

268,027  V 

Massachusetts. 

622,333 

685 , 876 

684 , 561 

670,870  V 

708 , 265 

772  ,  0  14 

805 ,416 

789  ,307  4/ 

397,706 

429,242 

457 ,926 

444,189 

Mississippi. . . 

210,920 

225,959 

234,695 

227,654 

260,496 

286,947 

289,152 

280,478 

47 ,336 

50  ,007 

55 ,094 

53  ,441 

82, 164 

89,633 

87,759 

85, 126 

35 ,919 

32  ,672 

42 ,062 

40 , 800 

N 3W  HcUnp shirs • 

52  600 

61  335 

59  361 

57  580 

New  Jersey. . . . 

439  ,'458 

507^279 

490^607 

480  ,'79 5  3/ 

New  Mexico .... 

70,552 

72,935 

78,543 

76,187 

3,087,492 

2,863,923 

3,316,140 

3,249,818  3/ 

North  Carolina 

351,090 

378,179 

406,826 

394,621 

North  Dakota.. 

39,878 

43,351 

49,636 

48,146 

633,856 

690,889 

701,997 

680,938 

240,937 

248,738 

228,052 

221,210 

126,427 

134,647 

123,432 

119,729 

Pennsylvania. . 

858 , 164 

925,845 

1,006,163 

975,978 

Rhode  Island.. 

108,354 

114,144 

114,087 

111,805  3/ 

South  Carolina 

217,790 

224,545 

219,023 

212,452 
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Estimate  of  Federal  Medicaid  Reimbursement  to  States  in  FY  1982 
Reflecting  Impact  of  Omnibus  Reconciliation  Act  of  1981 
(Dollars  in  Thousands) 


State 

FY  1981 
Obligations 

FY  1982  U 
Estimated 
Target  Level 

Current  FY  1982 
State  Estimate 
(Nov.  1981) 

FY  1982 
Appropriatj 
Estimate 

2/ 
.on 

South  Dakota.. 

$  45,911 
329,034 
770,902 
71,428 
53,744 

$  48,637 
353,542 
819,598 
80,082 
59,003 

$  53,021 
389,720 
706,470 
78,841 
58,267 

$  51,431 
378,029 
685,276 
76 ,476 
56,518 

Washington. . .. 
West  Virginia. 

254,153 
224,260 
96,780 
541,736 
9,412 

286,137 
239,729 

97 ,823 
581 , 983 

10,021 

294  ,  9  30 
220 , 404 
105 ,303 
605,372 
10,912 

286,082 
215,996 
102,144 
587,211 
10,585 

$17,049,207 

$17,961,013 

$18,678,679 

$18,179,655 

Territories. . . 

32  ,331 

48,076 

48,076 

Fraud  Abuse/ 

105,067 

Other  Program 
Adjustments. . . 

52,314 

Financial 
Adjustments . . . 

.  -8,075 

-126,512 

$17,049,207 

$17,961,013 

$18,726,755 

$18,258,600 

Proposed 
Legislation. . . 

-278,000 

Less:  Computable 
Transfer  of 
Administration 
Block  Grant . . . 

-896,000 

Total 

$17,073,463 

$17,961,013 

$18,726,755 

$17,084,600 
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Estimate  of  Federal  Medicaid  Reimbursement  to  States  in  FY  1983 
Reflecting  Impact  of  Omnibus  Reconciliation  Act  of  1981 
(Dollars  in  Thousands) 


Result  of  2/ 

Current  FY  1983 

General 

FY  1982  6/ 

FY  1983 

State  Estimate 

Percentage 

I  nc  6  n  t  i  vs 

Appropriation 

State 

(Nov.  1981) 

Reduction  (4%) 

Re  ba.  t  e 

Fct--I  ma  I-  a 
i-ia  t,  JLUIa  L  c 

281  656 

270  390 

270  390 

31 ] 843 

30  *  569 

30 [ 569 

258,195 

247,867 

6,902 

254,769 

Vjdlli  UL  Hid  ■  •  •  •  • 

2  326  017 

2  232  976 

2  232  976 

154  335 

148  162 

148  162 

Connecticut • • • • 

252  021 

35*310 

33,898  ~ 

631 

34,529 

Dist.  of  Col... 

118,365 

113,631 

1,209 

114,840 

405  206 

ioa  QQO 

JOO ) 7 70 

1  976 

390  974 

465  211 

446 ,603 

446  ,603 

Hawaii 

80  974 

77  735 

77  735 

50*540 

48 \ 518 

48*518 

Illinois  

839,850 

806 , 256 

806,256 

360  622 

346  197 

346  197 

183  668 

176 , 321 

176, 321 

137  527 

132  026 

3  843 

135  869 

323 ',674 

310*727 

310 '727 

467,621 

448,917 

448,917 

156  330 

150  007 

150  007 

313  301 

303  902  3/ 

303  902 

Massachusetts 

732  906 

710,918  3/ 

1,315 

712,233 

853*031 

827*440  4/ 

827,440 

505,634 

485,408 

485,408 

Miss  issippi . . * . 

Otfl  "JQ-J 
_oo , JO J 

257  648 

257  648 

331  016 

317 ,776 

317 , 776 

64  5  04 

61  924 

61  924 

94,' 127 

90*362 

1,874 

92*236 

53,042 

50,920 

50,920 

New  Hampshire . . 

66  382 

63  727 

1  781 

65  508 

544  017 

527  696  3/ 

9  812 

537  508 

90  432 

86  815 

86  815 

New  York  

3,670*699 

3,560  ,'578  3/ 

3,560  ,'578 

North  Carolina. 

461,293 

442,841 

442,841 

North  Dakota. . . 

56,203 

53,954 

53  ,954 

797,944 

766,026 

766,026 

272,929 

262,011 

6,842 

268,853 

126,136 

121,091 

3,703 

124,794 

Pennsylvania. . . 

1,107,875 

1,063,560 

1,063,560 

Rhode  Island... 

123,721 

120,009  3/ 

57 

120,066 

South  Carolina. 

244,151 

234,385 

5,522 

239,907 
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Estimate  of  Federal  Medicaid  Reimbursement  to  States  in  FY  1983 
Reflecting  Impact  of  Omnibus  Reconciliation  Act  of  1981 
(Dollars  in  Thousands) 


State 

Current  FY  1983 
State  Estimate 
(Nov.  1981) 

Result  of  2/ 

General 
Percentage 
Reduction  (4%) 

FY  1982 
Incentive 
Rebate 

FY  1983 
Appropriation 
Estimate 

Utah  

55,159 
462,193 
880,136 
90  ,896 
60,695 

52,952 
443  ,  7  0  5 
844,930 
87 , 260 
58,267 

21,194 
1,241 

52,952 
443  ,  705 
866,124 
88  ,  501 
58,267 

West  Virginia.... 

303,925 
241,048 
117,466 
694,239 
13,637 

291,768 
233,817  3/ 
112,767 
666,469 
13,091 

4,408 

291,768 
238,225 
112,767 
666,469 
13,091 

Subtotal  

20,626,085 

19,868,275 

72,310 

19,940,585 

48  ,  081 

48,081 

48  ,  081 

Fraud  Abuse /TPL  5/ 

35,023 
77,348 

-7,748 

27,275 
77,348 

Other  Program 

-175,827 

-175,827 

20,674,166 

19,852,900 

64,562 

19,917,162 

Proposed 

-2,101,300 

Less:  Transfer  of 
Administration 

-810,000 

20,674,166 

19,852,900 

64,562 

17,006,162 

93-481    0—82  8 
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ESTIMATES  OF  FEDERAL  MEDICAID  REIMBURSEMENT  TO  STATES 
REFLECTING  IMPACT  OF  OMNIBUS  RECONCILIATION  ACT  OF  1981 

Footnotes  To  Schedules 


1/    Final  target  levels  for  FY  1982  have  not  been  established.     The  figures 
represent  109  percent  of  FY  1981  estimates  received  before  April  1,  1981. 

2J    Represents  the  balance  after  the  applicable  reductions  have  been  calculated 
using  the  FY  1982  base  and  FY  1983  base,  respectively. 

3/    These  States  have  mandatory  hospital  rate  review  programs  and  will 

probably  qualify  for  the  offset  of  1  percent  on  the  general  percentage 
reduction  rate. 

hj    These  States  have  current  unemployment  rates  which  exceed  150  percent 
of  the  national  average  and  are  assumed  to  qualify  for  the  offset 
of  1  percent  on  the  general  percentage  reduction  rate. 

5/    Based  upon  Notice  of  Proposed  Rulemaking  published  September  30,  1981, 
(46FR48006),  and  recent  historical  data,  it  is  assumed  that  75  percent 
and  50  percent  of  the  States  will  qualify  for  the  Fraud/Abuse /TPL 
offset  in  FY's  1982  and  1983,  respectively.     The  offset  will  be  applied 
on  an  accelerated  basis.     Three  quarters  of  FY  1982  will  be  paid  in 
FY  1982.     FY  1983  will  consist  of  one  quarter  FY  1982  offset  and  three 
quarters  FY  1983  offset. 

6/    Represents  those  States  whose  estimated  expenditures  for  FY  1982  are 
less  than  109  percent  of  the  February  1981  estimate. 
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RECIPIENT  DATA 


The  following  table  represents  the  estimated  number  of  unduplicated  recipients, 
by  basis  of  eligibility,   receiving  Federal  medical  assistance  (Medicaid). 
Forty-six  of  54  jurisdictions  provided  estimated  recipient  data.     HCFA  has 
projected  amounts  for  the  remaining  jurisdictions:  Alaska,  California,  Guam, 
Louisiana,  Massachusetts,  Michigan,  New  York,  Puerto  Rico,  District  of  Columbia 
(1983  only),  Oklahoma  (1983  only),  Vermont  (1983  only),  West  Virginia  (1983 
only ) . 

The  source  of  the  State  data  is  the  HCFA-25  -  Medicaid  Program  Projection 
Report. 

Number  of  Recipients  (In  Thousands) 
FY  1981  FY  1982  FY  1983 


Aged  65  and  Over    3,437  3,528  3,588 

Blind  and  Disabled  ...  2,898  3,000  3,067 

AFDC  Adults    4,932  5,031  5,130 

AFDC  Children    9,646  9,767  9,944 

Other  Children    1,556  1,531  1,543 

Subtotal    22,469  22,857  23,272 

AFDC  Impact  of  the 
Omnibus  Reconciliation 

Act   -1,130 

22,142 
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EXPENDITURE  DATA 


The  following  table  represents  the  aggregate  of  the  States'  estimates  for 
Federal  expenditures  by  type  of  service. 


Federal 

Expenditures  by  Typ 

e  of 

Service 

(Dollars  in  Millions) 

FY  1981 
Federal  Share 

FY  1982 
Federal  Share 

FY  1983 
Federal  Share 

SNF 

Physician  Services   

Outpatient  Hospital  Services. 

$  4,073.3 
'602.3 
2,284.7 
1,681.7 
2,675.0 
1,192.7 
706.7 
861.3 
1,742.2 

4,573  .2 
'627.2 
2,576.7 
1,933.9 
3,002.3 
1,345.7 
819.8 
949.7 
1,945.1 

5  094  .8 
'654.4 
2,828.6 
2,114.1 
3,334.3 
1,483.0 
894.3 
1,035.5 
2,136.9 

$  15,819.9 

$ 

17,773.6 

$ 

19,575.9 

140.  5 

-12.0 

70.7 

Subtotal  State  Estimates 
Medicaid  Vendor  Payments. 

$  15,960.4 

$ 

17,761.6 

$ 

19,646.6 

192.9 

-601.3 
-111.1 

-2,667.2 

Subtotal  Adjusted  Medicaid 

$  16,153.3 

$ 

17,049.2 

$ 

16,979.4 

Administration  and  Training.. 

812.8 
31.7 

932.0 
33.2 

992.0 
35.6 

Subtotal  State  Estimates 

$  844.5 

$ 

965.2 

$ 

1,027.6 

-885.6 
75.7 

-914.4 
-15.4 

-100.8 

Subtotal  Adjusted  State  and 

$  34.6 

$ 

35.4 

$ 

26.8 

Total  Medicaid 


$  16,187.9 


$  17,084.6 


$  17,006.2 
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SUMMARY  OF  STATE  ESTIMATES  FY  1982-1983 
NOVEMBER  1981  SUBMISSION 


(Dollars  in  Millions) 


State 
New  York 
Texas 

California 

Pennsylvania 

Ohio 

Massachusetts 


FY  1982 
Estimate 

S  3,316.1 

706.5 

2,220.7 

1,006.2 

702.0 

684.6 


FY  1983 
Estimate 

S  3,670.7 

880.1 

2,326.0 

1,107.9 

798.0 

732.9 


Change 


Amount 
354.6 
173.6 
105.3 
101.7 
96.0 
48.3 


Percent 
10.7 
24.6 
4.7 
10.1 
13.7 
7.1 


Subtotal 


S  8,636.1 


S  9,515.6 


$  879.5 


10.2 


All  Other 
States 


10,090.7 


11,159.6 


1,067.9 


10.5 


Total  State 
Estimates 


$18,726.8 


$20,674.2 


$1,947.4 


10.4 


The  above  table  is  a  comparison  between  FY  1982  and  FY  1983  State's  estimates 
submitted  in  November  1981.     The  six  States  above  have  been  selected  for 
explanation  on  the  basis  of  magnitude.     The  composite  average  of  10.4  percent 
increase  is  significantly  lower  than  historical  trend  increases  in  the  Medicaid 
Program.    The  lower  trends  reflect  the  States  '  efforts  to  control  the  rate 
of  program  growth. 
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Explanation  of  Increases  in  State  Estimates  FY  1982  -  1983 


New  York  (+$354.6  million,  +  10.7  Percent) 

$348.6  million  of  the  increase  is  attributable  to  an  increase  in  medical  vendor 
payments,  while  the  remaining  $6.0  million  represents  increases  in  State  and 
local  administration.     The  major  price  factor  changes  for  medical  vendor  payments 
are  for  inpatient  hospital  and  skilled  nursing  facilities  (which  represent  47.8 
percent  of  total  estimated  expenditures)  resulting  in  increases  of  12  percent 
and  11  percent,  respectively,  from  FY  1982-1983.    The  inpatient  hospital  cost 
estimate  increase  is  due  to  new  rates  for  all  hospitals  effective  January  1,  1982, 
for  all  services  provided  on  or  after  that  date.     Similarly,  for  skilled  nursing 
facilities,   new  rates  for  all  facilities  for  calendar  year  1982  are  effective 
January  1,  1982. 

The  remaining  $6.0  million  increase  in  State  and  local  administration  is  the 
result  of  salary  increases  projected  at  8  percent  and  increases  in  other  than 
personnel  service  costs. 

Texas  (+$173.6  million,  +  24.6  Percent) 

$168.0  million  of  this  increase  is  attributable  to  medical  vendor  payments,  and 
the  remaining  $5.6  million  represents  an  increase  in  State  and  local  administration. 
The  major  increase  is  due  to  the  rate  increase  in  health  insurance  arrangements. 
Based  on  experience  the  increase  is  expected  to  result  from  increased  rates  in 
inpatient  hospital  services  and  in  the  number  of  private  ICF/MR,   ICF/A11  Other 
facilities  and  physician  services  throughout  the  State.    These  services  account 
for  an  increased  estimated  cost  of  $97.2  million.     Other  services  make  up  $18.3 
million  which  includes  increase  in  Supplementary  Medical  Insurance  Part  "B"  (SMIB), 
prescribed  drugs,  fees  for  other  services  and  family  planning.     In  addition,  the 
State  made  an  adjustment  of  $52.5  million  in  FY  1982  related  to  changes  from  the 
FY  1981  health  insurance  program,  and  as  a  result,   the  total  overall  increase 
between  FY  1982  and  FY  1983  is  $173.6  million.     Had  the  cash  flow  adjustment  not 
occurred,  the  increase  would  have  been  16.5  percent. 

California  (+$105.3  million,  +  4.7  Percent) 

$108.8  million  is  attributable  to  an  increase  in  medical  vendor  payments,  but 
State  and  local  administration  represents  a  $3.5  million  decrease.  Projected 
increases  in  eligibles  and  price  factors  for  medical  vendor  payments  are  the 
primary  reasons  for  this  increase.    The  types  of  service  resulting  in  the  most 
significant  dollar  changes  are  inpatient  hospital  services  and  physician  services 
which  represent  $61.2  million  and  $16.3  million,  respectively. 

The  $3.8  million  decrease  in  State  and  local  administration  is  attributable  to 
Proposition  13  which  has  reduced  State  revenues  resulting  in  a  phase  down  in  the 
development  of  fiscal  intermediaries. 
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Pennsylvania  (+$101.7  Million,  +  10.1  Percent) 

$98.5  million  of  this  increase  is  attributable  to  medical  vendor  payments  with 
the  remaining  $3.2  million  attributable  to  an  increase  in  State  and  local 
administration.     The  significant  increases  occur  in  the  areas  of  inpatient 
hospital,  skilled  nursing  and  other  institutional  services  (estimated  increase 
$89.4  million).     Other  services  (physician,  prescribed  drugs)  increased  slightly 
over  FY  1982.     This  is  primarily  due  to  price  and  utilization  increases.  The 
above  areas  have  historically  reflected  the  cost  trends  within  the  State,  and  a 
continuance  of  these  increases  is  anticipated  in  the  future. 

Ohio  (+$96.0  Million,  +  13.6  Percent) 

Medical  vendor  payments  account  for  $95.0  million  of  this  projected  increase 
with  State  and  local  administration  accounting  for  the  remaining  $1.0  million. 
Allowed  price  increases  and  an  upsurge  in  unemployment  (now  second  in  the  the 
nation  at  11.4  percent)  are  reflected  in  a  $16.5  million  increase  for  inpatient 
hospital  costs.     In  addition  a  15.6  percent  rate  increase  for  SNF  and  ICF  services, 
along  with  an  8  percent  increase  in  patient  days,   results  in  an  increase  of 
$64.8  million  ($30.1  million  for  SNF).     The  remaining  $13.7  million  is  spread 
across  the  other  types  of  service  and  is  attributable  to  price  increases. 

Massachusetts  (Regular)  (+$48.3  million,  +7.1  Percent) 

$38.4  million  of  the  increase  is  attributable  to  medical  vendor  payments,  while 
the  remaining  $9.9  million  represents  an  increase  in  State  and  local  administration. 
Massachusetts  is  using  FY  1980  expenditures  as  its  base  year  for  forecasting  the 
fiscal  year  1983  budget.     The  anticipated  growth  rate  for  FY  1983  is  9.7  percent. 
Increases  in  price  and  utilization  are  the  major  factors  affecting  the  FY  1983 
State  estimate.     The  development  and  operation  of  the  MMIS  system  represents  the 
majority  of  the  $9.9  million  increase  in  State  and  local  administration. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
HEALTH  CARE  FINANCING  ADMINISTRATION 
Payments  to  Health  Care  Trust  Funds 
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C.  Supplementary  Medical  Insurance    35 

D.  Hospital  Insurance  for  the  Uninsured    AO 
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HEALTH  CAEE  FINANCING  ADMINISTRATION 
Payments  to  Health  Care  Trust  Funds 

For  paynent  to  the  Federal  Hospital  Insurance  and  the  Federal 
Supplementary  Medical  Insurance  Trust  Funds,  as  provided  under  section 
217(g),  -229(b)  and  1844  of  the  Social  Security  Act,  and  sections 
103(c)  and  111(d)  of  the  Social  Security  Amendments  of  1965, 
[ $  14 , 338 , 000 , 000]   $15, 576 3 000,  000 . 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
HEALTH  CARE  FINANCING  ADMINISTRATION 
Payments  to  Health  Care  Trust  Funds 
Amounts  Available  for  Obligation 


1981  1982  1983 

Actual  Estimate  Request 

Appropriation  $9,570,600,000  $14,338,000,000  $15,576,000,000 

Total  Obligations      $9,570,600,000  $14,338,000,000  $15,576,000,000 
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Summary  of  Changes 


1982  Estimated  Budget  Authority    $14,338,000,000 

1983  Estimated  Budget  Authority    15,576,000,000 

Net  Change    +1,238,000,000 


1982  Change 
Base  from  Base 


Built-in: 


1.  Federal  Payments  for  Supplmentary 

Medical  Insurance    $12,719,000,000  +$1,656,000,000 

2.  Hospital  Insurance  for  the 

Uninsured    726,575,000  +54,425,000 

3.  Adjustments  related  to  prior  years' 

costs    685,425,000  -472,425,000  1/ 


Net  Change    $1,238,000,000 


1/  This  number  represents  the  change  (1983  over  1982)  in  adjustments  related 
to  prior  years'  costs  as  described  below: 


Type  of  Adjustment: 

Federal  Payments  for  Supplementary  Medical  Insurance 

Adjustment  for  prior  years   -499,000,000 

Hospital  Insurance  for  the  Uninsured: 

Adjustment  in  the  Transition  Quarter    -8,865,000 

Adjustment  in  FY  1977    +2,440,000 

Adjustment  for  1978    -4,000,000 

Adjustment  for  1980    -19,000,000 

Adjustment  for  1981    +7,000,000 

Adjustment  for  1982    +49,000,000 

Subtotal,  Hospital  Insurance  for  the  Uninsured   +26,575,000 

TOTAL  ADJUSTMENTS   -472,425,000 
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Budget  Authority  by  Activity 


Page  1981  1982  1983 

Reference  Actual  Estimate  Estimate 


34  Military  service 

credits  (HI)     ...        $141,000,000  $207,000,000  $207,000,000 

35  Supplementary  medi- 

cal insurance  ...      8,737,000,000  13,323,000,000  14,480,000,000 

40           Hospital  insurance 
for  the  unin- 
sured  659,000,000  808,000,000  889,000,000 

—  Professional  stan- 

dards review  orga- 
nizations (PSRO) 

activities  ......  33,600,000     


Total  Budget  Author- 
ity   $9,570,600,000 


$14,338,000,000 


$15,576,000,000 
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Budget  Authority  by  Gbject 


1982  1983  Increase 

Estimate  Estimate  or  Decrease 


Grants,   subsidies,  and  con- 
tributions   513,323,000,000       $14,480,000,000  +51,157,000,000 

Insurance  claims  and  indemni- 
ties   1,015,000,000          1,096,000,000  +$81,000,000 


Total  budget  authority  by 
object   


514,338,000,000 


$15,576,000,000  +51,238,000,000 
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Authorizing  Legislation 


1982  1982 
Amount  1982  Amount  1983 

Authorized  Estimate  Authorized  Request 

Payments  to  Health 
Care  Trust  Funds 
(sections  217(g), 
229(b)  and 
1844,   of  the 
Social  Security 
Act,  and  sections 
103(c)  and  111(d) 
of  the  Social 
Security  Amend- 
ments of  1965)   Indefinite      $14,338,000,000        Indefinite  $15,576,000,000 


Total  Budget  Autho- 
rity   $14,338,000,000  $15,576,000,000 

Total  BA  Against 
Definite  Authori- 
zation   -0-  -0- 
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Pavnents  to  Health 

Care  Trust  Funds 

Budget 

Estimate 

House 

Senate 

To  Consrsss 

Allowance 

Allowsnc  s 

Appropriation 

1974 

2,616,393,000 

2,616,393 ,000 

2,616,393,000 

2,616,393  ,000 

1975 

2,846,000,000 

2,846,000,000 

2,846,000,000 

2,846,000,000 

1976 

3,597,430,000 

3,597 ,430,000 

3,597 ,430  ,000 

3,597  ,430,000 

1977 

6,013,000,000 

6,013,000,000 

6,013,000,000 

6,013,000,000 

1978 

7,242,941,000 

7,242  ,941 ,000 

7,242  ,941 ,000 

7,242,941,000 

1979 

7,763,913,000 

7,756,913,000 

7,762,913,000 

7 , 760,913,000 

1980 

7 , 969  , 906 ,000 

7,966 ,406 ,000 

7,969 ,906 ,000 

7,968 ,156 ,000 

1981 

9,589,120,000 

9,577,120,000 

9,577,120,000 

1982 

14,520,000,000 

14,338,000,000 

14 ,338,000  ,000 

1983 

15,576,000,000 

1/  The  Senate  did  not  pass  an  appropriation  for  this  account  for  FY  1981.  Appropri- 
ation column  represents  continuing  resolution  level. 

2/     The  appropriation  for  this  account  for  FY  1982  had  not  been  enacted  at 
the  time  this  budget  was  prepared.     The  1982  amount  shown  is  based 
upon  a  continuing  resolution  (Public  Law  97-92)  in  effect  through 
March  31,  1982. 
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Justification 
Payments  to  Health  care  Trust  Funds 


1982  1933  Increase  or 

Estimate  Estimate  Decrease 


Payments  to  Health  Care 
Trust  Funds: 

1.  Military  service 

credits  (HI)    $207,000,000  $207,000,000   

2.  Supplementary  medical 

insurance    13 ,, 323 ,000 ,000      14,480,000,000  +1,157,000,000 

3.  Hospital  insurance  for 

uninsured    808,000,000  889,000,000  +81,000,000 

Total    Appropriation  ...     14,338,000,000      15,576,000,000  +1,238,000,000 


General  Statement 

This  appropriation  request  covers  four  Federal  payments  to  the  Health  Care  Trust 
Funds.     Two  of  the  three  payments,   totaling  $1,096,000,000  are  to  put  the  trust 
funds  in  the  same  financial  position  they  would  have  been  in  had  they  not  borne 
the  cost  of  benefits  chargeable  to  Federal  funds.     The  third  payment,  which 
totals  $14,480,000,000  is  for  Federal  matching  of  premiums  paid  by  or  for 
individuals  enrolled  in  the  voluntary  supplementary  medical  insurance  program. 
Each  year's  appropriation  request  provides  for  adjustments  between  amounts  pre- 
viously appropriated  and  actual  experience  with  program  or  revised  estimates  of 
program  costs.     The  adjustments  are  discussed  in  the  following  explanations  by 
activity. 
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Military  Services  Credits 

Authorizing  Legislation  -  Section  217(g)  and  229(b)  of  the  Social  Security 
Act 


1982  Estimate   1982  Estimate   Increase 

Budget  Budget  or 

Authority  Authorization           Authority  Decrease 

$207,000,000  Indefinite  $207,000,000   


Purpose  and  Method  of  Operation  -     The  1946  Social  Security  Amendments 
provided  for  payments  of  benefits  of  World  War  II  Veterans  and  their  sur- 
vivors based  upon  noncontributory  wage  credits  of  $160  for  each  month  of 
the  veteran's  active  military  service.     Subsequent  amendments  extended  the 
period  for  which  noncontributory  wage  credits  were  granted  through  December 
1956.     The  Servicemen's  and  Veteran's  Survivor  Benefit  Act  of  1956  ended 
this  practice  and  required  contributions  based  on  military  service  wages 
beginning  January  1957. 


To  finance  the  additional  costs  incurred  in  paying  benefits  which  are 
based  on  periods  of  military  service  for  which  no  contributions  were  made, 
the  Social  Security  Act  provides  for  reimbursement  to  the  Hospital  Insurance 
Trust  Fund  from  the  general  fund  of  the  Treasury.     Section  217(g),  added  by 
the  Social  Security  Amendments  of  1965,  established  a  50  year  period  for 
reimbursement.     The  Secretary  of  Health  and  Human  Services  was  instructed 
to  determine  by  September  1965  (and  each  fifth  September  afterwards,  ending 
September  2010)  the  amount  of  reimbursement  in  equal  annual  installments 
necessary  to  place  the  trust  fund  in  the  same  position  on  September  30, 
2015,   that  it  would  have  been  if  noncontributory  military  service  credits 
had  not  been  provided.     After  September  30,  2015,  annual  appropriations  for 
current  costs  are  authorized. 


Rationale  for  the  Budget  Request  -  The  amount  requested  for  this  appropri- 
ation is  $207,000,000.  This  is  the  same  level  as  FY  1982  since  a  redeter- 
mination for  the  period  of  FY  1982  through  FY  1986  was  made  last  year. 
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2.     Federal  Payments  for  Supplementary  Medical  Insurance 

Authorizing  Legislation  -  Section  1844  of  the  Social  Security  Act 

1982  Estimate   1982  Estimate  Increase 

Budget  Budget  or 

Authority  Authorization  Authority  Decrease 

$13,323,000,000  Indefinite  $14,480,000,000  +$1,157,000,000 


Purpose  and  Method  of  Operation  -     The  Social  Security  Act  provides  a 
voluntary  Supplementary  Medical  Insurance  (SMI)  plan  for  which  almost 
all  persons  age  65  and  over  are  eligible.     Also  eligible  are  both 
those  under  age  65  who  have  been  entitled,  for  at  least  24  months,  to 
social  security  or  railroad  retirement  benefits  because  they  are 
disabled  and  those  who  have  been  receiving  treatment  for  chronic  renal 
disease  for  3  months. 

Medical  insurance  benefits  and  administrative  expenses  are  financed  from 
monthly  premiums  paid  by  enrollees  and  by  matching  Federal  contributions. 
The  premium  and  the  Federal  contribution  are  promulgated  each  December 
by  the  Secretary  of  Health  and  Human  Services  for  the  12-month  period 
beginning  the  following  July  1.     These,  rates  are  based  on  an  actuarial 
determination  of  the  amount  required  both  to  finance  the  incurred  costs 
of  the  program  for  that  year  and  to  maintain  the  trust  fund  balance  at  an 
adequate  level. 

The  premium  rate  may  be  increased  if  there  is  a  general  monthly  cash 
benefits  increase  under  Social  Security,  provided  that  the  premium 
increases  by  no  more  than  the  percentage  by  which  cash  benefits  were 
increased  in  June  of  the  preceding  year.     Therefore,   the  monthly  enrollee 
premium  beginning  July  1,  1982,  will  be  $12.20,  an  increase  of  11.2  per- 
cent (to  reflect  June  1981  automatic  cost-of-living  benefit  increase)  over 
the  current  premium  of  $11.00.     The  monthly  premium  is  projected  to  rise  to 
$13.20  in  July  1983  based  on  an  estimated  automatic  cost-of-living  benefit 
increase  of  8.1  percent  in  June  1982.     The  Federal  contribution  is 
determined  so  as  to  cover  the  difference  between  total  premium  collections 
and  total  projected  program  costs.     Although  the  premium  rate  is  the  same 
for  the  aged  and  disabled,   the  Federal  payments  per  capita  for  the  dis- 
abled are  higher  than  those  for  the  aged  in  order  to  cover  the  higher  medi- 
cal costs  per  capita  which  the  disabled  incur.     For  this  reason,  and 
because  total  program  costs  have  generally  increased  faster  than  the  pre- 
mium rate,   the  Federal  contribution  has  become  the  principal  source  of 
financing  for  this  program.     The  chart  on  the  next  page  compares  the 
Federal  contribution  with  premium  income.     Federal  payments  will 
provide  77  percent  of  the  total  revenues,   excluding  interest,   of  the  SMI 
trust  fund  in  in  FY  1983. 
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Rationale  for  the  Budget  Request  -  The  request  for  FY  1983  is 
$14,480,000,000,  an  increase  of  $1,157,000,000  over  FY  1982. 
However,  since  the  Fy  1982  request  contained  an  adjustment  for 
prior  years  of  $604,000,000,  the  real  increase  over  Fy  1982  is 
$1,761,000,000.  The  increase  is  composed  of  $105,000,000  related 
to  FY  1982  and  $1,656,000,000  related  to  FY  1983.  The  basis  for 
the  increase  is  as  follows : 

FY  198  2  Federal  Payment    13,323,000,000 

Adjustment  to  FY  1982  Base  for  amount  related  to 
prior  year  adjustment    -604,000,000 

Adjusted  FY  1982  Payment    12,719,000,000 

—  program  increase    +984,000,000 

—  contingency  margin   -811,000,000 

—  population  change    -73,000,000 

—  interest    +5,000,000 

Total  Adjustments  for  FY  1982    +105,000,000 

—  program  increase    +1,685,000,000 

—  contingency  margin    -289,000,000 

—  population  change    +260,000,000 

Total  Increase  for  FY  1983    +1,656,000,000 

FY  1983  Request   14,480,000,000 


Adjustment  for  FY  1981 

In  accordance  with  law,  adequate  rates  for  the  Supplementary 
Medical  Insurance  trust  fund  are  promulgated  in  December  for 
the  benefit  year  that  runs  from  the  following  July  through 
through  June.    The  request  for  the  federal  payment  covers  two 
benefit  periods.     When  a  request  is  made  to  Congress  three 
quarters  of  the  funding  is  fixed  because  of  the  promulgation 
of  the  adequate  rate  for  that  period;  the  last  quarter,  however 
is  estimated.     The  following  December,  when  the  adequate  rate 
for  the  new  benefit  year  is  fixed ,  the  federal  payment  for  the 
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last  quarter  of  the  previous  year  is  finalized.     If  the  final 
payment  is  different  from  the  original  request  an  adjustment 
is  made  to  the  current  appropriation  request. 


The  adjustment  for  FY  1981  consists  of: 

—  program  increase  —  (+984,000,000)  -  The  FY  1982 
request  was  calculated  at  a  time  when  FY  1982 

acrued  expenditures  were  estimated  to  be  significantly 
lower  than  the  current  estimate. 

—  contingency  margin  -  (-811,000,000)  -  After  an 
extensive  study  of  the  history  of  the  financing  of 
the     Supplementary  Medical  Insurance     Trust  Fund , 
the  HCFA  Olffice  of  the  Actuary  determined  that  a 
contingency  level  of  7%  of  the  following  year's 
acrued  expenditures  was  desirable.     The  original 
request  for  FY  1982  reflected  a  higher  contingency 
level  and  thus  can  be  adjusted  downward. 

—  population  change  -  (-73,000,000)  The  actual  number 
of  enrollees  is  slightly  lower  than  the  original 
estimate . 

—  interest  -  (+5,000,000)  -  This  is  the  interest 
related  to  the  above  adjustments. 

Increase  for  FY  1983 

FY  1983  covers  three  quarters  of  the  benefit  year  July  1982  -  June 
1983  and  one  quarter  of  July  83  -  June  84.     The  adequate  rate  for 
the  former  period  was  set  in  December,  while  the  rate  for  the  latter 
is  estimated. 

The  FY  1983  increase  consists  of: 

—  program  increase  -  (+1,685,000,000)  -  Between  FY  1982 
and  FY  1983,  program  expenditures  are  expected 

to  increase  by  14.3%  and  10.8%  for  aged  and  disabled 
enrollees,  respectively. 


—    population  change  -  (+260,000,000)  -  Between  FY  1982 
and  FY  1983,   the  enrollee  population  is  expected  to 
increase  by  537,000  for  aged  and  8,000  for  the  disabled. 
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—    contingency  margin  -  (-289,000,000)  -  The  margin 
for  the  FY  82  payment  is  higher  than  the  optimal 
level,  as  determined  by  the  Office  of  the  Actuary. 
As  a    result,  the  size  of  the  margin  will  be 
reduced  in  the  FY  1983  request. 


Summary  of  Changes  From  Previous  Estimate 


 Aged   Disabled  

Previous  Current                       Previous  Current 

Estimate  Estimate  Change        Estimate  Estimate  Change 

Estimated  monthly  cost 
per  enrollee 

July  1981  -  June  1982         45.20  45.20    73.20  73.20   

July  1982  -  June  1983          48.00  49.20  +1.20             79.60  84.20  +4.60 

July  1983  -  June  1984         50.80  54.80  +4.00             89.60  92.60  +3.00 


;rag 


e  number  of 


enrollees  (thou- 
sands) 


FY  1981  24,913  24,946        +33  2,783  2,745  -38 

FY  1982  25,418  25,457        +39  2,875         2,771  -104 

FY  1983  25,968  25,994        +26  2,957         2,779  -178 
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3.     Hospital  Insurance  for  the  Uninsured 


Authorizing  Legislation  -  Section  103(c)  and  111(d)  of  the  Social  Security 
Amendments  of  1965. 


1982  Estimate   1983  Estimate   Increase 

Budget  Budget  or 

Authority  Authorization           Authority  Decrease 

$808,000,000  Indefinite          $889,000,000  81,000,000 


Purpose  and  Method  of  Operations  -  The  Social  Security  Act  provides  a 
hospital  plan  to  pay,  for  most  individuals  age  65  and  over,  the  costs 
of  hospital  and  related  post-hospital  services,  subject  to  certain 
deductibles  and  coinsurance  requirements.     Coverage  extends  to  all 
persons  aged  65  and  over  entitled  to  Social  Security  or  Railroad  Retire- 
ment benefits.     When  Medicare  was  first  implemented,  Congress  further 
provided  hospital  insurance  coverage  to  people  who  were  already  age  65 
and  over  who  were  not  insured  under  the  Social  Security  or  Railroad 
Retirement  programs.     Congress  took,  this  action  because  most  of  these 
people  had  an  insufficient  opportunity  to  obtain  program  coverage. 
Whereas,   the  hospital  insurance  benefits  and  administrative  costs  for 
persons  on  the  Social  Security  or  Railroad  Retirement  rolls  are  financed 
from  a  separate  payroll  tax  on  employees,   employers,  and  self-employed 
persons,  the  costs  of  providing  benefits  to  these  aged  individuals 
are  financed  with  FederaL  funds. 

For  uninsured  persons  attaining  aged  65  before  1968,  no  wage  credit 
under  social  security  is  required  for  this  federally  funded  coverage.  For 
men  attaining  age  65  after  1967  and  before  1975  (before  1974  for  women), 
wage  credits  on  a  sliding  scale  are  required  for  federally  funded  entitle- 
ment.    For  men  attaining  65  after  1974  (after  1973  for  women),  the  require- 
ments for  entitlement  to  hospital  insurance  benefits  are  identical  to  the 
requirements  for  Social  Security  or  Railroad  Retirement  benefits.  Thus, 
a  gradually  decreasing  number  of  uninsured  persons  are  eligible  for  hos- 
pital insurance  benefits  financed  from  general  revenues.     Uninsured  aged 
individuals  who  cannot  meet  these  wage  credit  requirements  still  can 
obtain  hospital  insurance  protection  but  must  pay  monthly  premiums  cover- 
ing the  approximate  cost  of  their  coverage.    The  monthly  rate  was  $89  for 
the  year  beginning  July  1,  1981.    Effective  July  1,  1982,  the  rate  will 
increase  to  $113;  and  on  July  1,  1983,  the  rate  is  expected  to  increase  to 
to  $132. 
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Rationale  for  the  Budget  Request  -  The  estimate  of  $889,000,000  is 
comprised  of: 


1. 


FY  1983  Requirements 


$781 ,000,000 


2. 


Adjustment  for  underf inancing  of  prior  period  costs 
(including  interest)  


108,000,000 


Total,   FY  I983  Request 


889,000,000 


FY  1983  Requirements 


The  estimate  of  781,000, 000  is  comprised  of: 


1.     Benefit  payments 


767.000,000 


2. 


Administrative  costs 


u,  000, 000 


Total 


781 ,000,000 


Benefit  Payments 


Benefit  payments  for  FY  1982  are  expected  to  total  $781,000,000  which 
is  an  increase  of  $53,425,000  over  FY  1982.    The  increase  occurs  princi- 
pally because  the  cost  of  covered  services  is  estimated  to  rise  at  an 
annualized  rate  of  13.2  percent  in  FY  1 983 -    Also,  utilization  of  covered 
services  for  the  uninsured  group  increases  at  a  faster  rate  than  utiliza- 
tion by  all  hospital   insurance  beneficiaries  because  the  average  age  of 
this  group  is  increasing,  and  its  members  can  be  expected  to  require  more 
services  per  capita. 

Partially  offsetting  the  increased  cost  and  utilization  of  covered 
services  is  the  expected  decrease  in  the  number  of  uninsured  individuals 
on  the  hospital     insurance  benefit  rolls.     During  fiscal  year  1982,  there 
will  be  an  average  of  468,000  uninsured  beneficiaries  compared  with 
531  .000   in  FY  I983. 


Administrative  costs  for  the  hospital   insurance  program  for  the 
uninsured  groups  are  included  in  HCFA's  and  SSA's  justifications  for  their 
administrative  expenses  requests.     The  agencies  allocate  administrative 
costs  for  the  uninsured  group  based  mainly  on  the  ratio  of  benefit  payments 
for  the  uninsured  to  total  hospital   insurance  benefit  payments  for  the  aged. 
Estimated  administrative  costs  in  FY  1 983  are  $14,000,000. 


Administrative  Costs 
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Adjustments  for  Under f i nanc i ng  of  Prior  Period  Costs 

The  adjustment  for  the  underf i nanc i ng  of  prior  period  costs  totals 
$108,000,000.     Final  adjustments  for  program  costs  in  FY  1978  were 
based  on  a  comparison  of  actual  bill  tabulations  and  final  cost 
settlements  made  with  hospitals  with  the  total  previous  appropriations 
for  the  period.   Interim  adjustments  have  been  made  for  FY's  1981 
and  1982. 

Admin  i- 
Benefits  strati ve 

Payments  Costs  Total 

FY_1978  Program 

Current  estimated  require- 
ments   $646,500,000     1 1 , 484 .000  657.984,000 

Previous  estimated  require- 
ments   638,000,000      1 1 ,484,000  649,484,000 

Difference    8,500,000  -0-  8,500,000 

Interest  on  Adjustment    3.500.000  -0-  3.500.000 

Total,  FY  1978  Adjustment    $12,000,000  -0-  $12,000,000 


FY  1981  Program 

Current  estimate  require- 
ments   $733,000,000      11,900,000  $744,900,000 

Previous  estimated  require- 
ments   697.000.000        1 1 .900.000  708,900,000 

Difference    36,000,000              -0-  36,000,000 

Interest  on  Adjustment    1 1 ,000,000              -0-              1 1 ,000,000 

Total,  FY  1981  Adjustment...  $47,000,000              -0-  $47,000,000 


FY  1982  Program 

Current  estimate  require- 
ments   $757,000,000       13.000,000  $770,000,000 

Previous  estimated  require- 
ments   714,000,000        13.000,000  727,000,000 

Tnfe?efPce,n  iiVJf"; 43,000.000  -0-  43,000,000 

interest  on  Adjustment     ....  6,000,000              -Q-  6,000,000 

Total,  FY  1982  Adjustment  ..  $49,000,000              -0-  $49,000,000 
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HEALTH  CARE  FINANCING  ADMINISTRATION 
PROGRAM  MANAGEMENT 

For  carrying  out,  except  as  otherwise  provided,  title  XI,  XVIII,  and  XIX  of  the  Social 
Security  Act,  and  section  1526  and  1533(d)  of  the  Public  Health  Service  Act, 
[$78,535,000  ]  $89,405,000  together  with  not  to  exceed  [$872,000,000] 
$855,571,000  to  be  transferred  to  this  appropriation  as  authorized  by  section 
201(g)(1)  of  the  Social  Security  Act,  from  the  Federal  Hospital  Insurance  and  the 
Federal  Supplementary  Medical  Insurance  Trust  Funds  referred  to  therein: 
Provided,  That  $20,000,000  of  the  foregoing  amount  shall  be  apportioned  for  use 
pursuant  to  section  3679  of  the  Revised  Statutes  (31  U.S.C.  665),  only  to  the  extent 
necessary  to  process  workloads  not  anticipated  in  the  budget  estimates  1/  and  to 
meet  [  mandatory  increases  in  ]  unanticipated  1/  costs  of  agencies  or  organizations 
with  which  agreements  have  been  made  to  participate  in  the  administration  of  title 
XVIII  and  after  maximum  absorption  of  such  costs  within  the  remainder  of  the 
existing  limitation  has  been  achieved:  Provided  further,  That  none  of  these  funds 
shall  be  used  to  pay  the  expenses  of  statewide  Professional  Standards  Review 
Councils:  Provided  further,  That  none  of  the  funds  appropriated  under  this 
paragraph  shall  be  allotted  or  otherwise  awarded  to  any  Professional  Standards 
Review  Organization  which  the  Secretary  of  the  Department  of  Health  and  Human 
Services  has  determined  should  be  terminated  from  the  Professional  Standards 
Review  Program  because  of  its  inability  to  effectively  or  efficiently  discharge  its 
responsibilities  under  the  Social  Security  Act.  V 

1/  Text  added  or  revised  to  clarify  the  intent  of  the  language. 

2/      Provision  has  been  added  to  prevent  expenditures  of  funds  for  support 
of  PSRO's  which  fail  to  meet  minimum  performance  criteria. 
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Language  Analysis 


Language  Provision 


Explanation 


...  together  with  not  to  exceed 
$855,571,000  to  be  transferred  to 
this  appropriation  as  authorized  by 
Section  201(g)(1)  of  the  Social 
Security  act,  from  the  Federal 
Hospital  Insurance  and  the  Federal 
Supplementary  Medical  Insurance 
Trust  Funds  referred  to  therein  ... 


Authorizing  legislation  provides  for  payment 
of  administrative  costs  related  to  Title  XVIII 
programs.  This  provision  permits  the  transfer 
of  such  trust  fund  monies  to  this  account  to 
provide  allocation  of  costs  between  trust  funds 
and  general  funds. 


Provided,  That  $20,000,000  of  the 
foregoing  amount  shall  be 
apportioned  for  use  pursuant  to 
Section  3679  of  the  Revised 
Statutes  (31  U.S.C.  665),  only  to 
the  extent  necessary  to  process 
workloads  not  anticipated  in  the 
budget  estimates  and  to  meet 
unanticipated  costs  of  agencies 
or  organizations  with  which  agree- 
ments have  been  made  to  partici- 
pate in  the  administration  of 
Title  XVIII  and  after  maximum 
absorption  of  such  costs  within  the 
remainder  of  the  existing  limita- 
tion has  been  achieved. 


Medicare  workloads  arise  from  factors  beyond 
control  of  the  agency;  namely,  number  of 
persons  entitled  to  social  security  benefits, 
utilization  of  medical  services,  and  provider 
and  beneficiary  practices  in  frequency  of 
submitting  claims.  This  contingency  financing 
will  facilitate  the  funding  of  added  expenses 
due  to  unbudgeted  increases  in  workload. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
HEALTH  CARE  FINANCING  ADMINISTRATION 
PROGRAM  MANAGEMENT 

Amounts  Available  for  Obligation 


1981  1982  1983 

Actual  Estimate  Estimate 


Appropriation  $123,872,000           $78,517,000    2/  $89,405,000 

Appropriation  rescinded  (P.L.  97-12)  -7,894,000 

Proposed  supplemental  appropriation 

(termination  costs)  ---  5,941,000 

Receipts  and  reimbursements  from: 

Trust  Funds  1/  879,529,000            882,033,000    3/  855,571,000 

Total  Obligations  995,507,000            966,491,000  944,976,000 


1/  Reflects  comparative  transfers  of  $5,984,000  and  $4,546,000  in  1981  and  1982,  respectively, 
for  costs  of  E5RD  network  coordinating  councils. 

2/  Reflects  reduction  of  $500,000  pursuant  to  section  122  of  P.L.  97-92  and  comparative  transfer 
of  $482,000  from  the  Public  Health  Service. 

3/  Includes  comparative  transfer  of  $5,487,000  from  Social  Security  Administration. 
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Summary  of  Changes 


1983  Request 
1982  Estimate 

Net  Change 


$944,976,000 
-966,491,000 

-21,515,000 


1982  Base 


Pos. 


Amount 


Change  from  Base 
Pos.  Amount 


Increases: 


Built-in: 


1.  Periodic  step  increases 

2.  Standard  level  user  charge 
(SLUC)  rate  increase 

3.  Mandatory  increases 

4.  Pay  raise/pay  cap  increase 


Subtotal 


Program: 


+1,446,000 

+2,900,000 
+2,795,000 
+7,694,000 

►14,835,000 


1.    Research  and  Demonstration 
Subtotal 
Total  Increases 


29,500,000 


-500,000 


+500,000 
■15,335,000 


Decreases: 
Program: 


Professional  standards  review  organi- 
zations (PSROs) 

State  Certification 

Administrative  Costs  (reduction-in- 
force) 


24,409,000 
21,126,000 


4,719    151,119,000  -730 


Total  Decreases 


730 
730 


19,409,000 
-1,891,000 

■15,550,000 

■36,850,000 


Total  Net  Changes 


-730  -21,515,000 
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BUDGET  AUTHORITY  BY  ACTIVITY 


1981  Authority  1982  Estimate  1983  Estimate 

Pos.  Amount  Pos.  Amount         Pos.  Amount 


Professional  standards 

review  organizations  —      $  17,478,000  —  —  —  — 

(Obligations)  (45,492,000)  -—      $(24,409,000)         —      $  (5,000,000) 

Research,  demonstration 
and  evaluation 

projects  — -         25,750,000  — -         11,500,000  ---  20,000,000 

(Obligations)  (38,850,000)  (29,500,000)  (30,000,000) 

Medicare  contractors  —                    —  ---  —  —  — 

(Obligations)  (694,384,000)  (704,000,000)         — -  (704,000,000) 

State  certification  ---           2,687,000  ---  535,000  ---  535,000 

(Obligations)  (27,447,000)  (21,126,000)  (19,235,000) 

ESRD  Networks  ---                    —  ---  — 

(Obligations)  — -         (5,984,000)  ---         (4,546,000)         —  (4,546,000) 

Administrative 

Costs (B  A)  4,999         70,063,000  4,719       72,423,000         3,989  68,870,000 

(Obligations)  (183,350,000)  (182,910,000)         ---  (182,195,000) 

(Standard  level  user 
charge)  obligations 

(non-add)    (7,028,000)    (7,940,000)    (10,840,000) 

Total  budget 

authority  4,999       115,978,000  4,719       84,458,000         3,989  89,405,000 

(Obligations)  (995,507,000)  (966,491,000)  1/    —  (944,976,000)2/ 


1/  Includes  a  proposed  supplemental  of  $5,941,000  in  general  funds  for  employee  termination  costs. 


2/  Includes  $7,694,000  associated  with  October  1981  pay  raise  and  lifting  of  pay  cap.  These 
amounts  are  not  reflected  in  1982  estimates. 
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Professional  Standards  Review  Organizations 
Obligations  by  Object 


1982  1983  Increase  or 

Estimate  Estimate  Decrease 


Other  Services  500,000  ---  -500,000 

Grants,  subsidies  and  contributions  23,909,000  5,000,000  -18,909,000 

Total  Obligations  24,409,000  5,000,000  -19,409,000 


93-481   0—82  10 
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Research,  Demonstration  and  Evaluation 
Obligations  by  Object 


1982  1983  Increase  or 

Estimate  Estimate  Decrease 


Other  Services  13,300,000  13,800,000  +500,000 

Grants,  subsidies  and  contributions  16,200,000  16,200,000   — 

Total  Obligations  29,500,000    1/      30,000,000  +500,000 


1/ 


Reflects  $500,000  decrease  against  1982  Continuing  Resolution  for  reduction  to 
consultant  services. 
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Medicare  Contractors 
Obligations  by  Object 


1982  1983  Increase  or 

Estimate  Estimate  Decrease 


Printing  and  reproduction  9,500,000        10,297,000  +797,000 

Other  Services  694,500,000      693,703,000  -797,000 

Total  Obligations  704,000,000  704,000,000 
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State  Certification 
Obligations  by  Object 


1982  1983  Increase  or 

Estimate  Estimate  Decrease 


Total  Obligations  (Other  services) 


21,126,000    19,235,000  -1,891,000 
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ESRD  Network  Coordinating  Councils 
Obligations  by  Object 

1982  1983  Increase  or 

Estimate  Estimate  Decrease 


Total  Obligations  (Other  services)  4 , 546 , 000  4 , 546 , 000 
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Administrative  Costs 
Obligations  by  Object 


1982  1983  Increase  or 

Estimate  Estimate  Decrease 


Total  number  of  permanent  positions 

4 

,719 

3 

,989 

-730 

Full-time  equivalent  of  all  other 

positions 

130 

80 

-50 

Total  compensable  work-years 

4 

,483 

3 

,800 

-683 

Personnel  compensation: 

Permanent  positions 

130 

,071 

,000 

124, 

,105 

,000 

-5 

,966 

,000 

Positions  other  than  permanent 

3 

,072 

,000 

2, 

,015 

,000 

-1 

,057 

,000 

Other  personnel  compensation 

848 

,000 

800 

,000 

-48 

,000 

Subtotal,  Personnel  compensation 

133 

,991, 

,000 

126. 

,920: 

,000 

-7 

,071 

,000 

Personnel  benefits 

17 

,128 

,000 

12 , 

,525 

,000 

-4 

,603 

,000 

Travel  and  transportation  of  persons 

4 

,381, 

,000 

,618. 

,000 

+237 

,000 

Transportation  of  things 

427 

,000 

469 . 

,000 

+42 

,000 

Rents,  communications  and  utilities 

17 

,729 

,000 

22, 

,039, 

,000 

+4, 

,310, 

,000 

(Standard  level  user  charges) 

(7,940,000) 

(10,840,000) 

(+2, 

,900, 

,000) 

Printing  and  reproduction 

2, 

,425; 

,000 

2, 

,971, 

,000 

►546, 

,000 

Other  services 

5 

,948 

,000 

11, 

,691, 

,000 

+5 

,743, 

,000 

Supplies  and  materials 

746, 

,000 

806, 

,000 

+60, 

,000 

Equipment 

135 

,000 

156, 

,000 

+21, 

,000 

Total  Obligations 

182  j 

,910: 

,000 

182, 

,195, 

,000 

•715, 

,000 
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Significant  Items  in  Senate  Committee  Report  No.  97-268 


Item 


Action  taken  or  to  be  taken 


Professional  Standards 
Review  Organizations 


The  Committe  directs  the  Department  to 
work  constructively  and  positively 
with  the  remaining  PSROs  in  order  to 
make  each  run  as  efficiently  as 
possible. 


Agency  project  officers  at  the  regional  level 
are  providing  specific  direction  to  individual 
PSROs  in  order  to  carry  out  policies  designed 
to  improve  efficiency  and  minimize  admini- 
strative requirements.  Additionally,  nation- 
wide reports  are  disseminated  to  PSROs, 
permitting  comparison  of  days  of  care  in  their 
area  to  regional  and  national  norms  for 
various  diagnoses,  pre-operative  admissions, 
and  surgical  procedures.  In  effect,  these 
data  provide  individual  PSROs  with 
benchmarks  which  assist  them  in  developing 
objectives  and  serve  as  a  tool  for  self-evalua- 
tion. 


Research,  Demonstrations 
and  Evaluation 


The  Committee  directs  the  Department 
to  continue  funding  the  demonstration 
project  on  alternatives  for  long  term 
care  at  current  levels  and  to  provide 
sufficient  funds  to  continue  the 
10  sites  funded  for  the  channeling 
demonstrations. 


The  Department  plans  to  continue  the  current 
long  term  care  channeling  projects  which  are 
testing  alternatives  to  institutionalized  long 
term  care. 
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AUTHORIZING  LEGISLATION 


1982  1983  1983 

Amount  1982  Amount  Budget 

Authorized         Estimate  Authorized  Request 


Program  Management 

1.  Professional  Standards  Review 
Organizations  (Social 
Security  Act,  Title  XI, 
Part  B  Indefinite 


Indefinite 


Indefinite 


2.  Research,  Demonstration,  and 
Evaluation  Projects 


$11,500,000 


$20,000,000 


(Social  Security  Act, 
Title  XI: 
Section  1110 
Section  1115)  1/ 

(P.L.  92-603, 
Section  222) 


Indefinite 
$1,718,000 


Indefinite 


Indefinite 
$1,718,000 


Indefinite 


(Public  Health  Service 
Act,  Title  XV: 


$  800,000 


$  800,000 


Section  1526 
Section  1553 


Indefinite 


2/  — 

Indefinite 


3.  Medicare  Contractors 

(Social  Security  Act,  Sec- 
tions 1816  and  1842 


Indefinite 


Indefinite 


4.  State  Certification  (Social 
Security  act,  Title  XVIII, 
Section  1864,  Reorgani- 
zation Act  of  1954) 


Indefinite 


$  535,000 


Indefinite 


$  535,000 


5.  ESRD  Networks  (Social  Security 
Act,  Title  XVIII, 
Sec.  1881,  Reorganization 
Act  of  1954)  Indefinite 


Indefinite 


6.  Administrative  Costs,  Reorga- 
nization Act  of  1954)  Indefinite  $72,423,000  Indefinite  $68,870,000 

Total  Budget  Authority  $84 , 458 , 000  $89 , 405 , 000 

Total  Budget  Authority 

Against  Definite  Authority     $2,518,000  $2,518,000 


1/    The  total  authorization  for  Section  1115  is  $4,000,000.  HCFA's  portion  is  $1,718,000. 

2/    The  total  authorization  for  Section  1526  is  $6,000,000  of  which  HCFA's  portion  is 
$800,000. 
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PROGRAM  MANAGEMENT 
Table  of  Estimates  and  Appropriations 


Budget 

1/  Estimate  House  Senate 

Year  to  Congress  Allowance         Allowance  Appropriation 


1977 

$73, 

,442, 

,000 

$73, 

,442, 

,000 

$72, 

,442, 

,000 

$72, 

,442, 

,000 

Trust  Fund  Transfer 

658 

,202, 

,000 

658, 

,202, 

,000 

659, 

,202, 

,000 

659 

,202, 

,000 

1978 

92, 

,522. 

,000 

92, 

,522, 

,000 

92, 

,522, 

,000 

92, 

,522, 

,000 

Trust  Fund  Transfer 

710. 

,181, 

,000 

710, 

,181, 

,000 

710, 

,181, 

,000 

710 

ao 

,000 

1979 

117 

,435, 

,000 

103 

,978, 

,000 

108, 

,978, 

,000 

109 

,212, 

,000 

Trust  Fund  Transfer 

820 

,289, 

,000 

810, 

,359, 

,000 

810, 

,359, 

,000 

810 

,359, 

,000 

1980 

134, 

,684, 

,000 

123, 

,510, 

,000 

136, 

,510, 

,000 

128 

,010, 

,000 

Trust  Fund  Transfer 

840 , 

,399, 

,000 

838, 

,319, 

,000 

842, 

,319, 

,000 

847 

,111, 

,000 

1981 

132, 

,998. 

,000 

123, 

,872, 

,000 

123, 

,872, 

,000 

Trust  Fund  Transfer 

899, 

,224. 

,000 

885, 

,140, 

,000 

885 

,140, 

,000 

Rescission 

-6, 

,992, 

,000 

-3, 

,996, 

,000 

-8, 

,694, 

,000 

-7 

,894, 

,000 

Trust  Fund  Transfer 

-15 

,643, 

,000 

-12, 

,322, 

,000 

-20, 

,349, 

,000 

-16 

,982, 

,000 

1982 

107 

,704. 

,000 

89 

,535, 

,000 

78, 

,035, 

,000 

Trust  Fund  Transfer 

861 

,007, 

,000 

884, 

,909, 

,000 

872 

,000, 

,000 

Proposed  Supplemental 

5 

,941, 

,000 

1983 

89 

,405, 

,000 

Trust  Fund  Transfer 

855 

,571, 

,000 

1/ 

2/ 


NOTE:    Data  not  available  prior  to  FY  1977. 


The  appropriation  for  this  account  for  1982  had  not  been  enacted  at  the  time  this 
budget  was  prepared.  The  1982  amounts  shown  are  based  upon  a  continuing 
resolution  (P.L.  97-92)  in  effect  through  March  31,  1982. 


152 


2/8/82 

JUSTIFICATION 
PROGRAM  MANAGEMENT 


1982  Estimate  1983  Budget  Request     Increase  or  Decrease 

Budget  Budget  Budget 

Pos.  Authority        Pos.  Authority        Pos.  Authority 


1.  Professional  Standards 

Review  Organizations  — 
(Obligations) 

2.  Research,  Demonstration 

and  Evaluation 
projects  — 
(Obligations) 

3.  Medicare  Contractors  — 

(Obligations) 

4.  State  Certification 

(Obligations) 

5.  ESRD  Networks 

(Obligations)  — 

6.  Administrative  Costs  4,719 

(Obligations)  — 

Total  Appropria- 
tions 4,719 
(Obligations) 


GENERAL  STATEMENT 

The  Program  Management  account  finances  the  costs  associated  with  carrying  out  the 
responsibilities  of  the  Health  Care  Financing  Administration  (HCFA).  The  account  consists  of  six 
major  activities: 

—  Professional  Standards  Review  Organizations  (PSRO's)  -  These  organizations  conduct 
activities  to  assure  that  health  care  services  provided  under  Medicare  are  medically 
necessary  and  are  furnished  in  the  most  economical  manner  consistent  with  recognized 
professional  standards  of  care. 

—  Research,  Demonstration,  and  Evaluation  Projects  This  activity  provides  for  research, 
demonstration,  and  evaluation  projects  designed  to  improve  the  organization,  delivery, 
quality,  and  financing  of  health  care  services. 

--  Medicare  Contractors  -  This  activity  supports  Medicare  claims  processing  payment  functions 
performed  by  contract. 

—  State  Certification  -  This  activity  supports  contracts  with  State  agencies  for  the  survey  and 
certification  of  Medicare  providers.(Medicaid  costs  appear  in  grants  to  States  for  Medicaid). 

—  ESRD  Networks  -  End  Stage  Renal  Disease  network  coordinating  councils  support  the 
effective  utilization  of  resources  in  the  delivery  of  kidney  dialysis  and  transplant  services. 

—  Administrative  Costs  -  This  activity  supports  the  agency  staff  and  operating  expenses  related 
to  the  administration  of  the  health  care  financing  programs. 


(24,409,000) 


(5,000,000) 


(-19,409,000) 


11,500,000 
(29,500,000) 


20,000,000 
(30,000,000) 


+8,500,000 
(+500,000) 


;  704, 000, 000) 

535,000 
(21,126,000) 


(704,000,000) 

535,000 
(19,235,000) 


(...) 
(-1,891,000) 


(4,546,000) 


(4,546,000) 


72,423,000  3,989  68,870,000 
(182,910,000)      —  (182,195,000) 


■730 


(  — ) 

3,553,000 
(-715,000) 


84,458,000  3,989  89,405,000 
(966,491,000)  (944,976,000) 


■730  +4,947,000 
(-21,515,000) 
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Professional  Standards  Review  Organizations 

Authorizing  Legislation  -  Social  Security  Act,  Title  XI,  Part  B. 


198  2 
Current 
Estimate 

Budget 
Authority 

Total 

Obligations   $24,409,000 

Less  Trust  Fund 

Transfer   $24,409  ,000 

Total  Budget 

Authority   — 


1983  Estimate 


Authorization 


Budget 
Authority 


$5,000,000 
$5,000,000 


Increase 
or  Decrease 
Budget 
Authority 


$-19,409,000 
-19,409,000 


Indefinite 


Purpose  and  method  of  operations; 

The  Professional  Standards  Review  Organization  (PSRO)  program  was  designed 
to  ensure  that  the  health  care  services  financed  by  Title  XVIII  of  the 
Social  Security  Act  conform  to  appropriate  professional  standards  for  the 
provision  of  health  care. 

The  Omnibus  Reconciliation  Act  of  1981  (P.L.  97-35)  changed  the  scope  and 
responsibility  of  the  PSRO  program.  PSRO  grants  awarded  on  or  after  October 
1,  1981  require  PSROs  to  review  only  those  health  care  services  provided  to 
Medicare  patients.  The  Act  provides  the  Secretary  of  HHS  with  the  authority 
to  refuse  to  renew  agreements  with  PSROs  found  to  be  ineffective  or 
inefficient,  but  required  that  no  fewer  than  130  PSROs  be  funded  in  FY 
1982.  The  Act  also  allows  States  the  option  to  contract  with  PSROs  to 
perform  utilization  and  medical  review  functions  required  under  Title  XIX, 
and  provides  Federal  financial  participation  assistance  to  reimburse  75 
percent  of  a  State's  costs  for  PSRO  review  of  Medicaid  services. 

Grants  financed  from  the  Medicare  trust  funds  are  awarded  to  a  network  of 
voluntary  non-profit  groups  of  local  physicians  (PSROs)  meeting  the 
requirements  of  Title  XI  of  the  Social  Security  Act,  as  amended,  or  to  other 
non-profit  private  groups  the  Secretary  determines  to  be  professionally 
competent  and  otherwise  suitable  to  serve  as  a  major  vehicle  for 
establishing  a  partnership  between  government  and  the  medical  community. 

PSROs  are  primarily  concerned  with  maintaining  and  implementing  hospital 
review  systems  pertaining  to  health  care  services  provided  bo  Medicare 
patients.  PSROs  are  also  expected  to  collect  and  disseminate  data  on  a 
quarterly  and  annual  basis.  These  efforts  include  utilization  data  for  all 
PSRO  discharges,  correlations  of  review  activity  with  diagnoses  for  selected 
diagnostic  groups,  utilization  data  for  selected  procedures,  profile 
analyses  and  the  monitoring  and  management  of  review  activities  at  both  the 
local  and  national  level. 
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In  FY  1981  a  national  evaluation  measuring  performance  of  the  187  PSROs  was 
conducted  using  the  criteria  which  addressed  performance  in  the  following 
areas:  (1)  program  organization  and  management,  (2)  performance  of  review 
compliance  and  process  and  (3)  actual  and  potential  review  impact.  The 
evaluation  had  two  objectives:  to  identify  PSROs  that  did  not  meet  minimum 
program  performance  requirements  and  to  develop  a  ranking  of  PSROs,  based  on 
performance,  to  be  utilized  to  effect  program  reductions  as  a  result  of 
Congressional  concurrence  with  FY  1982  Administration  policy. 

The  evaluation  identified  the  better  performers  as  having  approached  their 
review  requirements  with  a  keen  understanding  of  the  broad  issues  affecting 
both  utilization  and  quality  of  care.  They  had  addressed  these  areas  through 
well  developed  objectives  and  had  achieved  major  impact.  In  contrast,  the 
evaluation  characterized  the  poorer  performers  as  having  limited  goals  often 
dealing  with  isolated,  insignficant  problem  areas.  Their  objectives  lacked 
aggressiveness,  both  in  proposed  outcome  and  methods  of  intervention.  The 
poorer  performers  lacked  adequate  self  monitoring  of  their  activities  and, 
because  of  this  lack  of  commitment  and  direction,  demonstrated  limited  impact. 

Based  on  individual  performance  assessments,  PSROs  which  failed  to  meet 
minimum  scores  of  the  performance  criteria  were  terminated.  Some  further 
reductions  are  expected  to  occur  as  a  result  of  a  second  nationwide  evaluation 
planned  for  the  second  half  of  FY  1982.  HCFA  will  work  constructively  with 
the  remaining  PSROs  to  assure  they  perform  their  review  activities  in  the  most 
efficient  and  economical  manner  possible. 


Rationale  for  the  budget  request: 

The  FY  1983  request  provides  $5,000,000  under  current  law  for  PSRO  direct 
costs.  At  this  level,  approximately  62  PSROs  can  be  funded  at  an  average  of 
$80,650  each.  Statewide  Councils  will  not  be  provided  funding,  since  the  1982 
Continuing  Resolution  specifically  eliminated  funds  for  this  purpose.  In 
addition,  it  is  estimated  that  $20,000,000  will  be  available  from  the  Hospital 
Insurance  Trust  Fund  to  review  approximately  2.2  million  Medicare  hospital 
discharges. 

Legislation  will  be  proposed  to  eliminate  the  program  effective  July  1,  1982. 
Repeal  of  the  PSRO  program  will  eliminate  Federal  costs  for  a  marginally 
effective  nationwide  program  and  reduce  Federal  regulatory  involvement  in  the 
health  care  delivery  system,  thereby  creating  a  setting  more  conducive  to 
competition  in  the  private  sector. 


Workload 


1982 
Est  imate 


1983 
Est  imate 


1.    No.  of  projects 


130 


62 


2.    Number  of  Medicare  hospital  admissions 
to  be  reviewed  (in  millions)   


5.3 


2.2 
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Research,  Demonstration,  and  Evaluation  Projects 

Authorizing  Legislation  -  Social  Security  Act,  Section  1110,  1115,  1121, 
1875  and  1881;  Public  Health  Service  Act,  Sections  1526  and  1533(d);  and 
Rural  Health  Clinic  Services  Act,  Section  3. 


1982   1983   . 

Current  Increase 
Estimate  Authorization  Request  or  Decrease 

Total 

Obligations  ...    $29,500,000    $30,000,000  +$500,000 

Less:  Trust 

Fund  Transfers     -18,000,000    -10,000,000  +8,000,000 


Total  Budget 

Authority    $11,500,000       Indefinite  $  20,000,000  +$8,500,000 


Purpose  and  Method  of  Operation  -  The  purpose  of  the  Health  Care  Financing 
Administration's  research  program  is  to  carry  out  the  provisions  of  the  above 
cited  titles  and  sections  through  the  support  of  research,  demonstration  and 
evaluation  projects.    Projects  are  designed  to  increase  knowledge  about  ways  to 
manage  the  Medicare  and  Medicaid  programs  more  efficiently  and  effectively;  to 
reduce  health  costs  to  the  Federal  and  State  governments  and  the  private  sector 
and  to  assess  the  effects  of  the  Medicare  and  Medicaid  programs  on  enrollees, 
providers,  costs  and  the  health  care  industry.    The  results  of  these  projects 
provide  essential  information  used  by  health  policy  makers  in  considering  legis 
lative  or  policy  changes  in  the  Medicare  and  Medicaid  programs.    For  example, 
research  results  are  used  in  decisions  to  modify  program  reimbursement  such  as 
establishment  of  limits  or  use  of  prospective  reimbursement  methodologies; 
decisions  to  cover  new  health  care  providers  or  benefits  that  may  be  more  cost- 
effective  such  as  ambulatory  surgery  centers,  or  community  based  services; 
decisions  to  change  program  requirements  to  encourage  Medicare  and  Medicaid 
participation  in  alternative  cost  effective  delivery  systems,  such  as  HMOs  and 
other  competitive  health  care  systems.    Research  and  evaluation  results  provid 
invaluable  assistance  to  Federal  and  State  efforts  to  reduce  program  costs  and 
improve  the  efficiency  of  the  health  systems  while  assuring  timely  delivery  of 
quality,  cost  effective  health  services  to  beneficiaries.    The  studies, 
experiments,  demonstrations  and  evaluations  are  carried  out  in  nine  areas  as 
follows: 

1.    Hospital  Costs  -  Hospital  costs  comprise  the  largest  component  of 
Medicare  and  Medicaid  program  expenditures.    Research  in  this  area 
is  designed  to  develop  economic  knowledge  about  hospital  costs  and 
reimbursement  behavior  in  order  to  improve  the  Federal  and  State 
third  party  payment  programs.     Included  are  studies  to  demonstrate 
and  evaluate  joint  Federal,  State  and  local  partnerships  to  develop 
alternative  prospective  payment  systems;  studies  to  refine  case-mix 
measures  for  total  hospital  costs;  demonstration  and  evaluation  of 
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transitional  allowances  to  encouraqe  closinq  of  underutilized 
facilities;  development  of  outpatient  reimbursement  limits;  and 
demonstrations  of  prudent  buyer  and  competitive  biddinq  approaches 
for  hospital  care.    HCFA  research  in  the  hospital  cost  area  has  led 
to  reductions  in  Medicare  payments  to  hospitals  for  malpractice 
insurance  with  estimated  proqram  savinqs  of  $540  million  in  FY  1982; 
provided  the  basis  for  reimbursement  reform  such  as  Section  223  cost 
limits  with  estimated  savinqs  of  $272  million  in  FY  1982;  provided 
the  basis  for  a  reduction  of  the  Medicare  routine  nursinq  differential 
from  8  1/2  percent  to  5  percent;  and  demonstrated  the  effectiveness 
of  prospective  reimbursement  in  reducinq  hospital  costs  by  2%  to  63 
in  experimental  States. 

Estimated  obliqations:    1982,  $2.5  million;  1983  $2.5  million. 


2.    Physician  Reimbursement  -  This  proqram  area  focuses  on  physician 
costs  and  physician  reimbursement.    As  the  central  decision  maker 
in  the  health  care  delivery  system,  physicians  are  directly  and 
indirectly  responsible  for  70S  of  health  care  expenditures.  Research 
includes  descriptive  and  behavioral  analyses  of  physician  practice 
patterns,  physician  costs  and  prices,  physician  incomes,  physician 
productivity  and  physician  participation  in  the  Medicare  and  Medicaid 
proa rams.    This  area  also  includes  development  and  analyses  of  the  impact 
of  various  reimbursement  controls  such  as  relative  value  scale  systems, 
fee  schedules  and  uniform  procedure  terminoloqy  systems.  Projections, 
simulations  and  analyses  of  historical  data,  physician  supply,  insurance 
prices,  utilization,  expenditures  and  incomes,  and  alternative  reimbursement 
methods  will  also  be  performed.    Finally,  demonstration  projects  desiqned 
to  test  alternative  reimbursement  methods  for  physician  services  such  as 
risk  sharing  and  methods  to  increase  competition  amonq  physician  will  be 
conducted.    HGFA  research  in  the  physician  area  has  provided  the  basis 
for  updating  and  refining  the  Medicare  Economic  Index  producing  savings 
of  3.555  for  Medicare  physician  payments  and  provided  the  impetus  for 
budget  proposals  to  reduce  payment  for  hospital-based  physicians. 

Estimated  obligations:    1982,  $0.7  million;  1983  $0.7  million. 


3.    Long  Term  Care  -  Long  term  care  is  defined  as  care  for  the  chronically 
ill  and  the  physically  or  mentally  disabled  and  includes  a  variety  of 
health,  social  and  personal  care  services  generally  needed  over  an 
extended  time  period.    This  program  area  includes  research,  evaluation 
and  statistical  studies  on  the  economics  of  the  long  term  care  industry, 
factors  affecting  utilization  of  various  types  of  long  term  care 
services,  and  quality  and  utilization  control  mechanisms.    In  addition, 
demonstration  and  evaluation  projects  will  assess  the  costs  and  benefits 
of  institutional  care  and  alternatives  to  institutional  care;  alternative 
program  benefits  such  as  hospices;  alternative  financinq  and  reimbursement 
mechanisms  such  as  prospective  reimbursement  for  nursinq  homes  and  home 
health  agencies.    HCFA  will  continue  to  demonstrate  and  evaluate 
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community  based  long  term  care,  such  as  channeling  agencies  and 
projects    that  provide  mental  health  services.    Evaluations  will  focus 
on  the  effectiveness  of  AFDC  home  health  aide  demonstrations,  and 
demonstrations  of  independent  living  arrangements  for  chronically 
disabled  individuals.    Three  recent  legislative  changes  are  directly 
related  to  HCFA  demonstration  experience  in  the  long  term  care  area: 
coverage  of  "swing  bed"  reimbursement;  elimination  of  the  Medicare 
3-day  prior  hospitalization  requirement  for  SNF  care;  and  authority  for 
Medicaid  waivers  to  States  for  provision  of  home  and  community  based 
long  term  care  services. 

Estimated  obligations:     1982  $9.4  million;  1983,  $9.0  million. 

4.    Health  Systems  Organization  -  This  program  area  focuses  on  alternative 

approaches  for  delivering  health  care,  restructuring  financial  incentives, 
and  fostering  competition  in  the  health  care  delivery  system.     It  seeks 
organizational  and  payment  methods  which  reduce  costs  without  adversely 
affecting  quality.    Research  and  demonstration  projects  will  be  conducted 
which  address  the  following:    alternative  delivery  system  approaches  to 
providing  comprehensive  care  for  HCFA  beneficiaries;  incentives  for  HCFA 
beneficiaries  to  enroll  in  alternative  health  care  organizations;  cost 
and  quality  impacts  of  Medicare  and  Medicaid  coverage  for  new  services 
and/or  providers  including  urban  clinics,  community  mental  health  centers, 
clinical  social  workers,  and  free  standing  alcohol  centers;  and  evaluation 
of  the  effectiveness  of  cost-saving  strategies  in  the  end-stage  renal 
disease  program.    Projects  will  test  the  effects  of  beneficiary  co-payment 
requirements;  study  Medicaid  beneficiaries  who  terminate  enrollment  in 
HMOs;  and  demonstrate  alternative  competition  models  such  as  capitation 
or  voucher  approaches.    HMO  demonstrations  and  research  have  identified 
potential  program  savings  of  5-25%  in  test  sites  and  developed  effective 
ways  to  enroll  HCFA  beneficiaries.    Ambulatory  surgery  demonstrations 
resulted  in  legislative  changes  estimated  to  save  $4  million  in  FY  1983. 

Estimated  obligations:    1982,  $8.0  million;  1983,    $11.2  million. 


5.    Quality  and  Effectiveness  -  This  program  area  is  concerned  with  the 

issue  of  developing  standards  of  care  for  Federal  beneficiaries.  Methods 
will  be  developed  by  which  quality  can  be  assessed  and  applied  to  different 
types  of  providers  and  health  care  settings,  such  as  long  term  care  and 
end-stage  renal  disease  facilities.    Evaluation  of  Medicare  coverage  of 
heart  transplants  will  be  conducted.    Alternative  utilization  review  systems 
as  well  as  innovative  and  more  flexible  approaches  to  survey  and  certifi- 
cation of  health  facilities  will  also  be  studied. 

Estimated  obligations:    1982,  $2.2  million;  1983  $1.2  million. 


6.    Integrated  Data  Systems  -  This  program  area  encompasses  the  development 
of  uniform  billing,  discharge,  cost  and  utilization  data  reporting 
systems  for  hospitals,  home  health  agencies,  skilled  nursing  facilities 
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and  health  maintenance  organizations.    Projects  will  focus  on 
developing  uniform  coding  of  diagnostic  and  procedural  data  and 
development  and  implementation  of  automated  systems  to  use  cost 
report  data  and  perform  preliminary  audit  screens.     The  integrated 
data  demonstrations  have  resulted  in  streamlined  flow  of  information, 
reduced  hospital  reporting  burden,  and  reduced  administrative  costs. 
As  a  result,  several  States  are  implementing  these  improved  data 
systems  on  an  ongoing  basis. 

Estimated  obligations:    1982,  $2.0  million;  1983,  $1.3  million. 


7.    Program  Evaluation  -  This  program  area  is  designed  to  determine  the 
effect  of  HCFA  programs  on  their  target  populations  and  to  analyze 
program  implementation  to  determine  its  effect  on  the  attainment  of 
HCFA's  programmatic  goals.    Three  activities  are  encompassed  in  this 
program  area:    developing  an  overall  program  evaluation  plan  in  consult- 
ation with  HCFA  program  managers;  conducting  selected  program  evaluation 
projects;  and  developing  reports  of  findings.    Evaluations  will  focus 
on  the  following  program  areas:    End  Stage  Renal  Disease  program; 
swing  bed  program;  Medigap  certification  program;  Medicare  contracting 
experiments;  and  the  impact  of  changes  in  the  Medicaid  program.  The 
evaluation  of  the  maximum  allowable  cost  (MAC)  for  drugs  programs 
found  MAC  to  be  extremely  cost  effective  with  a  cost-benefit  ratio 
of  17  to  1.    The  PSRO  evaluation  found  that  PSRO's  have  mixed  results. 

Estimated  obligations:     1982,  $1.9  million;  1983,  $1.4  million. 


8.    Beneficiary  Impact  and  Related  Activities  -  This  program  area  is 

designed  to  provide  information  on  health  care  expenditures  and  utili- 
zation patterns  of  HCFA  beneficiaries  in  order  that  HCFA  programs  may 
be  more  efficiently  operated.    The  primary  activities  are  to  report  and 
analyze  the  patterns  and  trends  in  health  services  utilization  to 
determine  if  services  are  provided  in  as  efficient  and  economical  a 
manner  as  possible  and  to  assess  the  use  and  cost  of  program  benefits 
as  well  as  the  use  of  uncovered  services.    Research  analyses  will 
continue  on  the  National  Medical  Care  Utilization  and  Expenditure 
Survey.    Studies  will  be  conducted  on  Medicare-Medicaid  cross-over 
claims  and  mortality  trends.  Methodological  issues  related  to  support 
of  competitive  health  systems  will  be  studied  including  determination 
of  appropriate  adjustments  in  reimbursement  formulas  to  account  for 
beneficiary  health  status  and  enrollment  practices. 

Estimated  obligations:     1982,  $2.4  million;     1983,  $2.5  million. 


9.    Industrial  Organization  and  Reimbursement  -  This  program  area  will 

assess  the  effects  of  HCFA  reimbursement  policies  on  various  industries 
in  the  health  care  sector  including  clinical  laboratories,  long  term 
care,  durable  medical  equipment,  hospital  supplies,  insurance  and 
drugs.     The  purpose  of  these  studies  will  be  to  understand  how  HCFA 


159 


reimbursement  policies  affect  the  market  structure  and  market  performance 
for  each  industry  and  to  examine  the  potential  effects  of  deregulation. 
The  relationship  of  industry  suppliers  to  other  providers  in  the  health 
care  sector,  particularly  with  respect  to  pricing  and  utilization  decisons, 
will  be  studied.    Demonstration  experience  led  to  revisions  in  Medicare 
reimbursement  policy  guiding  purchase  vs.  rental  of  durable  medical 
eguipment . 

Estimated  obligations:     1982,  $0.4  million;  1983,  $0.2  million. 


The  following  table  summarizes  the  reguest  by  the  categories  discussed  above: 


Summary  of  Research,  Demonstration  and 
Evaluation  Obligations  by  Major  Areas 

Change  1983 
1982  1983  over  1982 


1. 

$  2 

,500,000 

$  2, 

,500,000 

-0- 

2. 

700,000 

700,000 

-0- 

3. 

9 

,400,000 

9, 

,000,000 

-$400,000 

4. 

Health  Systems  Organizations  .. 

8 

,000,000 

11; 

,200,000 

+3,200,000 

5. 

2 

,200,000 

1. 

,200,000 

-1,000,000 

6. 

2 

,000,000 

1. 

,300,000 

-700,000 

7. 

1. 

,900,000 

1. 

,400,000 

-500,000 

8. 

Beneficiary  Impact  and  Related 

2 

,400,000 

2, 

,500,000 

+100,000 

9. 

Industrial  Organization  and 

400,000 

200,000 

-200,000 

,  $29 

,500,000 

$30,000,000 

+$500,000 

Rationale  for  Budget  Reguest  -    In  FY 

1983 

,  $30, 000,00C 

I  is 

reguested, 

which  is 

a  $500,000  increase  over  the  FY  1982  Continuing  Resolution  level. 


93-481   0—82  11 
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The  FY  1983  budget  reflects  a  lengthy  development  process  in  which  Congressional 
mandates,  Administration  priorities,  and  specific  research  and  policy  guestions 
were  identified  in  each  of  the  nine  key  programmatic  areas.    Continuing  projects 
were  reviewed  against  these  reguirements  and  new  projects  were  planned  if  gaps 
were  identified.    Since  resources  needed  to  implement  all  projects  were  not 
available,  priority  was  given  to  Congressional  mandates,  competition  initiatives, 
and  continuation  projects  that  promote  cost  savings  or  management  improvements. 
As  a  result  of  these  rankings,  a  number  of  lower  priority  continuation  projects 
will  be  reduced  or  terminated. 

The  FY  1983  budget  reflects  a  reallocation  of  resources  within  the  programmatic 
areas  based  on  the  described  review  criteria.    Only  one  new  initiative  is 
proposed  for  FY  1983,  a  competition  initiative  at  a  budgeted  level  of  $5,000,000. 
A  description  of  this  initiative  follows. 

Competition  -    HCFA  faces  major  challenges  in  the  1980' s  to  accomplish  its 
mission  of  providing  cost-effective,  guality  health  care  to  its  beneficiaries. 
The  present  health  care  delivery  system  and  HCFA  program  structure  do  not 
provide  inherent  incentives  to  control  costs.    For  example,  HCFA  program 
beneficiaries  have  little  incentive  to  consider  cost  in  making  decisions  about 
the  use  of  most  health  care  services.    Likewise,  HCFA  program  reimbursement 
systems  encourage  use  of  acute  care  settings.    The  Administration  has  embarked 
on  a  major  initiative  to  restructure  the  financing  of  health  care  delivery 
systems  to  provide  market-place  incentives  to  contain  costs.    HCFA  will  parti- 
cipate in  this  competition  initiative  through  the  support  of  research  and 
demonstration  projects.     In  FY  1983,  HCFA  proposes  to  allocate  $5,000,000  to 
new  research  and  demonstration  projects  that  will  be  designed  to  remove 
existing  barriers  to  competition  in  HCFA  programs.     These  funds  are  included 
in  the  following  programmatic  categories:    Health  Systems  Organization; 
Hospital  Costs;  Beneficiary  Impact;  and  Physician  Reimbursement. 

HCFA  has  already  begun  to  test  certain  elements  of  the  competitive  approach 
with  its  demonstrations  in  which  HMOs  are  reimbursed  prospectively  by  a 
risk  capitation  payment.     These  Medicare  and  Medicaid  demonstrations  have 
provided  valuable  data  on: 

o    factors  affecting  consumer  choice; 

o    ability  of  HMOs  to  deliver  services  for  less  than  the 

average  annual  per  capita  costs; 
o    prospective  reimbursement  methodologies. 

While  the  total  enrollment  in  risk  HMOs  is  still  a  very  small  part  of  the 
total  Medicare  market,  beneficiaries  appear  to  be  eager  to  select  a  delivery 
system  which  is  comprehensive  yet  economical,  and  HMOs  are  ready  to  obtain 
risk  contracts  with  the  Government  and  compete  with  the  fee-for-service 
sector  for  Medicare  enrol lees.    To  develop  the  competition  concept  even 
further  and  widen  the  range  of  approaches  available,  HCFA  proposes  to 
implement  a  series  of  demonstrations  and  research  in  FY  1983. 

Several  different  demonstration  approaches  will  be  pursued.    The  competition 
demonstrations  will  be  designed  to  complement  and  enhance  the  competition 
legislative  proposals  by  testing  various  alternatives  in  advance  of  the 
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anticipated  implementation  date  and  by  developing  essential  management 
experience  in  administering  these  program  changes.     First,  capitation  or 
voucher  based  models  will  be  tested  for  Medicare  and  Medicaid.  These 
models  will  be  tested  in  several  different  ways.     Demonstrations  would 
study  the  feasibility  of  broadening  the  Medicare  HMO  option,  permitting 
beneficiaries  to  buy  into  private  health  plans  as  an  alternative  to 
Medicare  coverage,  and  providing  incentives  for  choosing  prepaid  or  other 
low-cost  plans.    Because  there  are  so* many  variations  of  competitive  models 
to  be  tested,  it  is  important  to  implement  a  large  number  of  demonstrations 
to  ensure  a  valid  test  of  their  effectiveness  as  well  as  to  gain  experience 
with  implementation.    Funds  are  required  to  administer  the  demonstrations, 
to  provide  technical  assistance,  and  support  data  collection  and  evaluation 
efforts. 

Second,  HCFA  proposes  to  explore  the  cost  reduction  potential  of 
applying  prudent  buyer  concepts  to  the  payment  methods  used  for  various 
health  care  services.    The  basic  objective  would  be  to  develop  the 
potential  for  using  the  magnitude  of  the  Medicare  and  Medicaid  purchasing 
power  to  generate  competitive  rates.    The  approach  to  be  taken  for  a 
particular  health  care  service  or  provider  would  vary  according  to  the 
market  structure,  including  the  share  of  the  services  controlled  by 
Medicare  and  Medicaid.    Prudent  buyer  experience  would  be  developed  first 
with  independent  laboratories  since  the  laboratory  product  is  well  defined. 
There  are  numerous  providers  in  most  areas  and  strong  possibilities  for 
competitive  forces.    Along  with  development  of  the  prudent  buyer  laboratory 
demonstrations,  solicitations  would  be  prepared  for  the  development  of 
approaches  to  the  home  health,  outpatient/ambulatory  care  and  hospital 
services  areas. 

In  addition  to  demonstrations  of  competitive  models,  research  studies 
are  needed  to  complement  the  demonstration  efforts.    Experience  to  date 
with  HMO  demonstrations  has  revealed  several  knowledge  gaps  that  need  to 
be  addressed  through  research  studies.    First,  studies  of  methodological 
modifications  to  the  calculation  of  adjusted  average  per  capita  cost 
(AAPCC's),  including  health  status  adjustment,  need  to  be  conducted. 
Second,  studies  of  selection  issues  in  enrollment  in  prepaid  health  plans 
will  yield  important  information  to  be  used  in  designing  and  administering 
HMO  type  options.     In  addition,  basic  research  on  the  relationship  between 
the  health  care  costs  and  utilization  of  the  elderly  and  various  demographic 
variables  will  yield  information  much  needed  for  cost,  price  and  market 
analyses  of  health  plans  for  the  elderly.     Finally,  research  needs  to  be 
addressed  to  increasing  competitive  forces  in  physician  and  outpatient 
services.    Both  basic  descriptive  research  and  modeling  of  various  possible 
financial  incentives  are  planned. 
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3.      Medicare  Contractors 

Authorizing  Legislation  -  Social  Security  Act,  Sections  1816  and  1842 


1982 

Current  1983  Increase  or 

Estimate  Estimate  Decrease 


Total  Obligations   $704 , 000 , 000          $704 , 000 , 000 

Less  Trust  Fund 

Transfer    -704,000,000  -704,000,000 

Total  Budget  Authority  — 


Purpose  and  Method  of  Operations  -  The  Medicare  program  is  administered  through 
third-parties.  Under  Medicare,  the  claims  processing  and  payment  functions 
are  contracted  out  to  private  organizations,  mainly  Blue  Cross  and  Blue  Shield 
Plans  and  commercial  insurance  companies  referred  to  as  intermediaries  and 
carriers  who  deal  with  institutional  (Part  A)  and  non-institutional  (Part  B)  providers 
respectively. 

Expenses  incurred  by  contractors  include  the  cost  of  processing  claims  for  services 
rendered  to  beneficiaries  by  hospitals,  skilled  nursing  facilities,  home  health 
agencies,  physicians  and  suppliers.  In  addition  to  processing  claims,  contractors 
are  also  responsible  for  auditing  health  care  providers  and  providing  other  utilization 
safeguards  to  assure  the  accuracy  and  appropriateness  of  payments. 

Among  the  major  functions  performed  by  the  contractors  are: 

1.  Receiving,  disbursing,  and  accounting  for  funds  in  making  payments  to  health 
care  providers  and  eligible  individuals. 

2.  Auditing  the  records  of  providers. 

3.  Assisting  providers  in  the  development  of  procedures  relating  to  utilization 
practices. 

4.  Determining  reasonable  charges  with  respect  to  services  furnished  to  eligible 
individuals. 


5. 


Providing  utilization  safeguards  which  assure  that  payments  made  are  for 
covered  services  which  are  medically  necessary. 
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Rationale  for  the  budget  request 

In  addition  to  an  anticipated  workload  increase  of  nearly  27  million  claims,  the 
1983  contractor  budget  assumes  an  inflation  rate  of  7.5%,  or  $45  million.  Nonetheless, 
the  1983  request  remains  at  $704  million,  the  same  funding  level  as  1982.  Inflation 
and  workload  increases  will  be  absorbed  by  eliminating  or  reducing  certain  functions 
such  as  professional  relations  and  experimental  contracts  and,  more  importantly, 
by  improving  operations. 

The  request  reflects  a  firm  commitment  to  reform  and  streamline  contractor 
operating  requirements  in  order  to  achieve  short-  and  long-term  efficiencies. 
The  1983  funding  level  also  reflects  increases  in  the  audit  and  utilization  review 
functions,  both  of  which  have  significant  payback  to  the  Medicare  program. 

Claims  Processing 

The  estimated  increase  of  11  percent  shown  below  for  contractor  workloads  is 
consistent  with  prior  years  experience.  Nonetheless,  as  a  result  of  HCFA's  planned 
elimination  of  overly  restrictive  operating  requirements,  the  unit  cost  per  Part 
A  bill  is  expected  to  decline  to  $2.71  while  the  unit  cost  per  Part  B  claim  will 
be  reduced  to  $1.90  in  FY  1983.  These  figures  represent  a  significant  reduction 
when  compared  to  FY  1981  unit  costs  of  $3.86  for  Part  A  and  $2.67  for  Part  B 
as  well  as  unit  costs  of  $3.03  for  Part  A  and  $2.10  for  Part  B  in  FY  1982. 


Claims  Workload 


1982 
Estimate 


1983 
Estimate 


Difference 


236,000,000 


262,950,000 


+26,950,000 


The  following  graph  (Chart  I)  illustrates  the  annual  claims  workload  growth  over 
the  11-year  period  from  1973  to  1983.  The  annual  workload  increase  for  Part 
A  claims  has  averaged  9%;  for  Part  B,  12.8% 
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o    This  chart  depicts  workload  increases  for  Part  A  and 
Part B  over  an  eleven-yr.  period. 

o    Average  annual  Part  A  increase  for  eleven-yr.  period  is 
+9.0%. 


o    Average  annual  Part  B  for  an  eleven-yr.  period  is  +12.8%. 
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Additional  graphs  depicting  both  the  contrast  between  actual  and  CPI-indexed 
unit  costs  (Chart  II),  as  well  as  the  proportion  of  total  contractor  costs  to  Medicare 
benefits  (Chart  III)  can  be  found  at  the  end  of  this  justification. 

Audit  and  Reimbursement  Review 

Intermediaries  are  required  to  perform  audits  of  provider  records  to  assure  accuracy 
of  providers'  medical  cost  claims.  Approximately  $52  million  is  budgeted  in  1982 
for  provider  audit  and  reimbursement  activities.  In  FY  1983  HCFA  plans  to  increase 
that  amount  by  $3.2  million  to  maintain  the  1982  program  level  of  6,500  field 
audits  and  related  activities,  including  reimbursement  review.  In  order  to  optimize 
the  payback  of  benefit  dollars  for  audit  dollars  expended,  the  contractors  will 
focus  their  audit  activities  on  large  providers.  The  intermediaries'  latest  full 
year  experience  indicates  that  $7.60  of  benefit  payments  are  recovered  for  each 
audit  dollar  expended. 

Utilization  and  Reimbursement  Safeguards 

The  Medical  and  Utilization  Review  activity  is  a  major  function  designed  to  enhance 
the  integrity  of  claims  adjudication  and  payment  processes.  Recognizing  that 
the  Medical  and  Utilization  Review  functions  return  program  dollars  in  multiples 
of  administrative  dollars  expended,  the  1983  budget  reflects  an  increase  of  $4.7 
million  over  the  1982  level.  The  FY  1983  estimate  includes  $23.7  million  for 
this  area.  These  activities  are  projected  to  signficantly  reduce  inappropriate 
benefit  payments  in  FY  1983. 

Indirect  Operations 

Indirect  operations  represent  a  variety  of  support  services.  Systems  and  programming 
functions  cover  all  ADP-related  services,  including  routine  operation,  maintenance 
and  software  modification.  Office  and  business  services  cover  financial  and  personnel 
management,  printing,  property  and  general  maintenance. 

The  professional  relations  function  covers  all  liaison  activities  with  provider 
institutions,  physicians,  and  medical  and  other  health  organizations.  These  activities 
include  formal  education  programs,  workshops  and  meetings,  as  well  as  discussions 
with  individual  providers  regarding  operating  requirements,  procedural  improvements 
and  issues  involving  program  integrity.  We  believe  effective  liaison  can  be  maintained 
by  contractors  in  the  course  of  regular  contact  with  providers  and  other  organizations. 
Consequently,  funding  for  this  function  will  end  in  1983. 
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Productivity  Investments 

The  category  of  productivity  investments  includes  a  variety  of  proposed  program, 
administrative,  and  systems  changes  in  Medicare  contractors'  operations  to  increase 
the  cost-effectiveness  of  Medicare  program  administration  and  improve  services 
to  beneficiaries  and  providers.  Costs  associated  with  such  investments  normally 
cover  "front  end"  development  and  implementation  expenses.  Many  of  these 
investments  result  in  administrative  or  benefit  cost  savings  in  future  years. 

The  budget  includes  a  total  of  $7.5  million  for  productivity  investments  in  1983. 
Of  this  amount  $5  million  is  for  demonstration  projects  to  test  major  changes 
in  contractor  operations  before  implementing  them  on  a  nationwide  basis.  These 
demonstrations  are  related  to  the  goal  of  achieving  major  savings  through  improved 
management  of  the  contractor  system,  introduction  of  a  simplified  and  less  costly 
query  system,  and  transition  to  machine-readable  and  tape-to-tape  submissions 
which  would  virtually  eliminate  the  need  for  Part  A  (hospital)  bills. 

The  remaining  $2.5  million  will  be  committed  to  the  continued  development  of 
two  new  systems  begun  in  1982.  The  major  initiative  in  this  area  is  the  development 
of  a  combined  Part  A/Part  B  processing  system.  This  initiative  will  test  the 
effectiveness  of  A/B  integration  combining  all  aspects  of  Part  A  and  B  operations; 
it  will  not  be  limited  solely  to  ADP-intensive  claims  processing  operations.  The 
impact  of  cost  savings  which  will  occur  partially  in  1983  and  increase  in  future 
years  will  be  measured  as  part  of  the  test. 

Competitive  Experiments 

Experimental  fixed  price  contracts  are  authorized  under  Section  222  of  Public 
Law  92-603  which  permits  reimbursement  of  Medicare  contractors  for  services 
rendered  on  other  than  a  cost  basis.  All  contracts  currently  in  place  under  this 
authority  are  fixed  price  contracts.  They  are  awarded  for  a  specific  period  of 
time  at  a  fixed  price  and  the  price  changes  only  as  a  result  of  contract  modifications. 
The  FY  1983  funding  level  will  require  modifications  to  these  contracts  to  limit 
their  functions  and  duties  to  the  same  degree  as  those  of  the  cost  contractors. 

Contingency 

A  contingency  fund  is  normally  requested  to  permit  funding  for  unbudgeted  workloads 

or  operating  costs  not  anticipated  when  the  budget  was  formulated.  Examples 

of  such  costs  would  include  postage  increases  and  change  in  contractors,  which 

could  require  substantial  "start  up"  costs.  In  1981,  unanticipated  workloads  necessitated 

a  contingency  fund  of  $10  million. 
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Cost  Savings  Initiatives 

Over  the  years,  HCFA  has  been  able  to  exercise  considerable  control  over  cost 
increases  associated  with  the  spiraling  growth  in  inflation  and  workload.  The 
result  has  been  that,  as  a  proportion  of  total  Medicare  program  benefits,  contractor 
costs  have  declined  from  3.3%  in  FY  1972  to  1-.*%  in  FY  1982.  That  proportion 
is  expected  to  decrease  to  1.2%  in  FY  1983. 

The  graphs  appearing  on  the  following  pages  illustrate  cost  trends  over  the  11- 
year  period  from  1973  -  83. 

In  order  to  further  reduce  operating  costs  and  to  make  the  entire  contractor 
system  as  productive  as  possible,  a  key  HCFA  initiative  for  FY  1982  and  1983 
is  the  reduction  of  the  administrative  burden  unnecessarily  imposed  on  contractors. 
This  initiative  entails  a  systemmatic  review  of  the  body  of  regulations,  operating 
instructions  and  performance  standards  to  identify  areas  in  which  overly  restrictive 
requirements  may  be  modified  or  eliminated  to  reduce  onerous  burdens  placed 
on  Medicare  contractors. 

To  achieve  this  goal,  an  agency-wide  task  force  has  been  formed  to  carry  out 
the  initiative.  To  ensure  contractor  representation  in  this  effort,  the  contractor 
community  was  requested,  through  its  advisory  groups,  to  nominate  a  special 
technical  advisory  group  (TAG)  to  also  develop  or  consider  proposals. 

The  target  date  for  completion  of  the  review  is  June  1983.  Modifications  to 
contractor  instructions  as  a  result  of  the  review  will  be  implemented  at  appropriate 
intervals. 
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chart n    COMPARISON  OF  ACTUAL  TO  CPI-LNDEXED  UNIT  COSTS 
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o  This  graph  depicts  Part  A  and  Part  B  unit-costs  adjusted  by 
the  annual  rate  of  inflation,  using  FY  1973  as  the  base  year. 
The  inflated  track  is  then  compared  to  the  actual  experience. 

o  Main  point  is  that,  in  lieu  of  inflation  averaging  8.6%  over  an 
eleven-year  period,  unit-costs  have  been  coming  down. 

o  This  demonstrates  that  the  various  cost  control  functions  and 
measures  have  had  a  good  payback  to  the  Medicare  program.  The 
space  between  the  inflated  track  and  the  actuals  track  is  defined 
as  the  productivity  gain. 
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o  This  graph  compares    the    annual  growth  of  Administrative 
costs  to  the  annual  growth  of  Benefit  outlays  for  Medicare. 

o  Note:  The  FY  1973  Administrative  proportion  is  3.3%  of  the 
total  Medicare  program,  while  the  FY  1983  estimate  of  the 
Administrative  proportion  is  1.2%  of  the  total  Medicare  program  - 
a  decrease  of  -2.1%. 


'Excludes  Contingency  Fund 
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MEDICARE  CONTRACTOR  BUDGET  -  SUMMARY  SCHEDULE 

(Dollars  in  Millions) 


1982 

1983 

Differ  en 

Claims  Processing  Related 

Claims  Review 

$290.7 

$290.7 

Data  Entry  and  Computer  Usage 

121.9 

121.9 

Medical  and  Reasonable  Charge  Review 

19.0 

23.7 

4.7 

Hearings  and  Appeals 

12.2 

13.0 

.8 

Provider  Reimbursement  Related 

Provider  Reimbursement 

13.4 

14.2 

.8 

Provider  Audit 

20.0 

21.0 

1.0 

Provider  Desk  Review,  Settlement  and  Hearings 

19. 1 

20.5 

1.4 

Indirect  Operations  . 

Systems  and  Programming  Support 

26.6 

26.6 

- 

Professional  Relations 

4.9 

0 

(4.91 

Service,  Financial,  Accounting  and  Statistical 

90.1 

91.9 

1.8 

General  and  Administrative 

22.4 

22.4 

Experimental  Fixed  Price  Contracts 

38.1 

30.6 

(7.5) 

Productivity  Investments 

5.6 

7A-5 

1.9 

Contingency 

20.0 

20.0 

TOTAL 


$704.0 


$704.0 
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4.    State  Certification 

Authorizing  Legislation  -  Social  Security  Act,  Title  XVIII,  Section  1864; 
Reorganization  Act  of  1954. 


1982 
Current 
Estimate 

Budget 
Authority 

Total 

Obligations   $21,126,000 

Less  Trust  Fund 

Transfer   -20,591,000 


1983  Estimate 


Authorization 


Budget 
Authority 


$19,235,000 
-18,700,000 


Increase 
or  Decrease 
Budget 
Authority 


-1,891,000 
-1,891,000 


Total  Budget 

Authority   $ 


535,000 


Indefinite 


535,000 


-0- 


Purpose  and  method  of  operations; 

The  purpose  of  this  activity  is  to  ensure  that  institutions  and  agencies 
providing  health  care  services  to  Medicare  patients  meet  acceptable 
standards  of  health  quality  and  safety  which  allow  patients  to  obtain  an 
optimum  quality  of  care.  The  State  conducted  Medicaid  survey  and 
certification  program  is  also  administered  by  the  Health  Care  Financing 
Administration  (HCFA) ,  and  a  description  of  that  activity  is  included  in  the 
Grants  to  States  for  Medicaid  account. 

Annual  agreements  are  negotiated  with  State  health  facility  licensure 
agencies  (generally  within  State  Health  Departments)  to  perform 
certification  activities  in  accordance  with  explicit  Departmental 
regulations  and  HCFA  instructions.  State  agencies  survey  institutions 
within  prescribed  time  frames  and,  based  on  findings,  make  certification 
recommendations  to  the  HCFA  Regional  Office  where  final  determination  is 
made  regarding  facility  participation.  For  those  facilities  having 
deficiencies  which  could  endanger  the  health  and  safety  of  beneficiaries,  a 
plan  of  correction  is  developed  cooperatively  by  State/Federal  staff.  A 
majority  of  facilities  correct  these  deficiencies,  thus  permitting  continued 
program  participation.  Facilities  which  do  not  make  necessary  corrections 
within  a  reasonable  period  of  time    are  eliminated  from  the  program. 

Medicare  survey  activities  are  one  hundred  percent  federally  funded.  States 
submit  budgets  each  year  for  the  estimated  cost  of  activities,  which  are 
subject  to  Federal  approval,  and  subsequently  submit  cost  reports  which  are 
subject  to  DHHS  audit. 
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Rationale  for  the  budget  request: 

The  FY  1983  budget  request  of  $18,700,000  for  direct  survey  activity 
includes  $1,135,000  for  State  cost  of  living  increases  for  surveyor 
salaries,  which  comprise  approximately  71  percent  of  total  survey  costs,  and 
$465,000  for  increases  in  other  mandatory  items  such  as  travel  and 
communications.  The  budget  also  includes  $2,900,000  to  survey  newly 
identified  provider  groups  authorized  in  the  Omnibus  Reconciliation  Act  of 
1980.  These  increases  are  offset  by  a  program  decrease  of  $6,400,000  which 
will  be  achieved  through  continuation  of  management  improvements  and  less 
frequent  than  annual  surveys. 

In  FY  198  3,  HCFA  will  continue  to  streamline  the  survey  and  certification 
process  by  utilizing  screening  criteria  based  on  current  and  past 
performance  to  effect  reduced  survey  frequency.  The  requested  level  of 
funding  provides  approximately  fifty  percent  survey  coverage  of  all 
facilities  requesting  Medicare  eligibility.  Those  facilities  with  chronic 
compliance  problems,  exposing  beneficiaries  to  health  and  life  threatening 
environments,  will  be  surveyed  at  least  annually,  together  with  necessary 
followup  visits,  while  remaining  facilities  will  be  surveyed  every  two  or 
three  years  depending  on  complaints,  prior  compliance  records  and  severity 
of  prior  deficiencies. 

The  Health  Care  Financing  Administration  has  a  continuing  interest  in  the 
development  of  a  Fire  Safety  Evaluation  System  for  boarding  homes 
(non-federally  regulated  institutions)  to  be  implemented  via  model 
ordinances  which  States  and  local  governments  can  voluntarily  adopt.  This 
initiative  is  designed  to  improve  life  safety  for  the  disabled,  mentally 
retarded  and  elderly  who  reside  in  boarding  homes.  An  Interagency  Agreement 
with  the  National  Bureau  of  Standards  provided  resources  to  develop,  test 
and  evaluate  a  Fire  Safety  Evaluation  System  (FSES)  during  1981  and  1982. 
Another  Interagency  Agreement  was  negotiated  with  the  U.S.  Fire 
Administration  to  develop  a  media  package  and  to  publicize,  through  Regional 
seminars,  problems  relating  to  boarding  home  fire  safety.  In  FY  1983  HCFA 
will  pursue  the  development  of  model  ordinances  incorporating  the  FSES  as 
well  as  providing  technical  assistance  to  expedite  and  implement  enactment 
of  such  ordinances  by  States  and  local  governments.  Efforts  will  be 
coordinated  with  other  Department  units  for  resources  to  complete  this 
initiative. 

States  will  survey  newly  identified  provider  groups  authorized  in  the 
Omnibus  Reconciliation  Act  of  1980  including  ambulatory  surgical  centers  and 
comprehensive  outpatient  rehabilitation  facilities  in  addition  to 
implementation  of  legislative  changes  pertaining  to  eligibility  requirements 
for  proprietary  home  health  agencies.  An  estimated  1,200  newly  authorized 
facilities  will  request  Medicare  eligibility  and  require  an  initial  survey 
in  FY  1983. 
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In  FY  1983,  HCFA  will  initiate  activities  to  reduce  Federal  oversight  and 
State  survey  workload  while  maintaining  an  acceptable  level  of  beneficiary 
safety.  To  reduce  unnecessary  surveyor  presence  and  minimize  administrative 
burdens  upon  health  care  providers  and  suppliers,  Medicare  and  Medicaid 
regulations  will  be  consolidated  or  eliminated  to  comply  with  the 
President's  deregulation  goals.  States  will  utilize  new  survey  techniques 
such  as  the  self  survey  questionnaire  and  rely  on  the  experience  and  records 
of  other  inspection  agencies  for  facilities  recognized  as  having  good 
compliance  records.  Facilities  accredited  by  national  private  accreditating 
organizations  with  comparable  standards  will  be  deemed  to  have  met  Federal 
requirements.  As  a  result,  additional  program  resources  would  be  available 
to  intensify  the  inspections  of  facilities  having  a  history  of 
deficiencies.  Efforts  will  continue  to  improve  the  survey  process, 
including  modification  of  survey  forms.  Funds  requested  for  FY  1983  will 
support  initiatives  to  provide  for  the  streamlining  of  Federal  health  and 
safety  requirements  to  reduce  the  burden  on  providers  while  ensuring  that  an 
adequate  level  of  patient  care  is  rendered  in  a  safe  and  sanitary 
environment. 
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STATE  CERTIFICATION 
Number  of  Providers 


FY  80 

FY  81 

FY  82 

FY  83 

Hospitals 

6,610 

6,745 

6,745 

6, 

745 

(Non-Accredited) 

(1,490) 

(1,525) 

(1,525) 

(1, 

,525! 

SNFs 

7,800 

7,840 

7,840 

7, 

,840 

ICFs 

10,880 

11,150 

11,200 

11. 

300 

IMRs 

700 

765 

800 

850 

Home  Health  Agencies 

2,920 

3,145 

3,300 

3, 

,400 

Proprietary  Home  Health  Agencies  * 

1,000 

1, 

,000 

Independent  Laboratories 

3,440 

3,510 

3,600 

3, 

,700 

End-Stage  Renal  Disease 

960 

855 

855 

855 

Portable  X-Ray 

220 

235 

250 

265 

Outpatient  Physical/Speech  Therapy 

390 

535 

650 

750 

Rural  Clinics 

390 

410 

430 

450 

Independent  Practicing  Physical 
Therapist 

650 

850 

1,050 

1, 

,200 

Ambulatory  Surgical  Centers  * 

100 

100 

Comprehensive  Outpatient 
Rehabilitation  Facilities  * 

106 

100 

TOTAL 

34,960 

36,040 

37,920 

38, 

,555 

*Medicare/Medicaid  eligible  (pending  an  initial  survey  and  certification)  pursuant 
to  Qnnibus  Reconciliation  Act  (P.L.  96-499). 


175 


5.   End-Stage  Renal  Disease  Network  Coordinating  Councils 

Authorizing  Legislation  -  Social  Security  Act,  Title  XVIII,  Section  1881. 


Total 

Obligations. . . 
Less  Trust  Fund 

Transfer  


198  2 
Current 
Estimate 

Budget 
Authority 


$  4,546,000 
-  4,546,000 


Total  Budget 

Authority   $  — 


1983  Estimate 


Authorization 


Budget 
Authority 


$  4,546,000 
-  4,546,000 


Increase 
or  Decrease 
Budget 
Authority 


Indefinite 


Purpose  and  method  of  operations; 

The  purpose  of  the  End-Stage  Renal  Disease  (ESRD)  program  is  to  promote  high 
quality  care  and  efficient  utilization  of  resources  in  the  delivery  of 
kidney  dialysis  and  transplantation  services  through  the  use  of  32  Network 
Coordinating  Councils  (NCCs) .  Section  1881  of  the  Social  Security  Act 
authorizes  the  Secretary  to  establish  and  support  Network  organizations  to 
accomplish  this  purpose.  NCCs  are  non-profit  organizations  which  consist  of 
voluntary  members  and  are  financed  from  the  Medicare  trust  funds.  The  NCCs 
are  composed  of  one  representative  from  each  area  dialysis  and  transplant 
facility  as  well  as  at-large  members  representing  ESRD  patients  and  other 
social,  medical,  or  technical  disciplines  involved  in  the  delivery  of  care. 
Since  1979,  NCCs  have  been  responsible  for  three  major  areas:  quality  of 
care  review,  ESRD  program  planning,  and  providing  data  for  facility 
certification  and  approval.  During  the  past  two  years,  NCCs  have 
concentrated  their  activities  on  the  promotion  of  home  dialysis  and  kidney 
transplantation,  quality  of  care  review,  and  medical  care  data  collection 
and  analysis. 

During  FY  1983,  funding  for  NCCs  is  being  proposed  as  a  specific  line-item 
activity  in  the  program  management  account.  In  prior  years,  the  cost  for 
the  support  of  Networks  has  been  included  within  Medicare  benefit  payments. 


93-481    0—82  12 
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Rationale  for  the  budget  request: 

Funds  requested  for  FY  1983,  under  current  law,  provide  no  increase  in 
program  funding.  Notwithstanding  the  constant  funding  level,  as  well  as 
a  projected  increase  in  ESRD  beneficiaries,  we  anticipate  that  NCCs  will 
continue  to  perform  activities  at  the  previous  year's  level  through  the 
refinement  of  Network  and  national  data  systems  profile  analysis 
techniques  and  the  establishment  of  impact-oriented  objectives  for  the 
increased  provision  of  self  dialysis  and  transplantation  services. 

The  FY  1983  budget  request  provides  funding  for  the  following  purposes: 

-  Promotion  of  the  use  of  home  dialysis  and  kidney  transplantation 
through  the  establishment  and  monitoring  of  quantitative  NCC 
objectives; 

-  Quality  assurance  review  through  the  utilization  of  profile 
analysis  techniques  and  Medical  Care  Evaluation  studies; 

-  Special  studies  designed  to  identify  and  resolve  specific 
Network  problem  areas  such  as  the  incidence  of  hepatitis  among  a 
Network's  ESRD  patients; 

-  Special  initiative  activities  including  primarily  patient 
rehabilitation  programs,  as  well  as  the  establishment  of  patient 
grievance  and  advisory  systems,  organ  procurement  programs  and 
other  efforts  to  evaluate  innovations  in  the  delivery  of  ESRD 
services;  and 

-  A  revised  role  for  NCCs  in  the  review  of  the  facility  expansion 
and  certification  process  which  concentrates  on  the  analysis  and 
distribution  of  patient  specific  data  to  the  appropriate  health 
planning  agencies  in  the  Network  area. 

Legislation  will  be  proposed  to  abolish  the  ESRD  coordinating  councils 
effective  July  1,  1982.  The  Councils  have  not  been  cost  effective. 
Progress  in  achieving  their  objectives  has  been  demonstrably  slower  than 
desired.  The  role  which  the  Councils  were  expected  to  perform  can  be 
addressed  more  effectively  through  the  design  and  implementation  of 
reimbursement  policies  and  procedures  which  will  ensure  appropriate 
incentives  for  economy  and  efficiency. 
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6.  Administrative  Costs 

Authorizing  legislation  -  Reorganization  Act  of  1954 
Authorization:  Indefinite 

FY  1982                     FY  1982                     FY  1983  Increase  or 

Currently  Available        Revised  Estimate   Request   Decrease 

Pos.         Obliq.        Pos.  Obliq.  Pos.         Obliq.  Pos.  Obliq. 

Total 

Oblig.  4,719  $176,969,000  4,719  $182,910,000  3,989  $182,195,000  -730  -715,000 
Less  Trust 

Funds  —    110,487,000       ---    110,487,000      —    113,325,000      -730  (+)2,838,000 

Total  Budget 

Authority  4,719  $66,482,000  4,719  $72,423,000  3,989  $68,870,000  -730  -3,553,000 
Purpose  and  Method  of  Operations 

The  goal  of  the  Administrative  Costs  activity  is  to  ensure  optimal  Federal  support  for  the 
effective  administration  of  the  Medicare  and  Medicaid  programs.  This  goal  is  addressed 
through  three  major  activities: 

developing  clear  policy  and  regulations  on  matters  of  program  eligibility, 
provider  standards,  and  reimbursement  for  health  care  services; 

negotiating  comprehensive  agreements  with  fiscal  intermediaries  and  grantees 
which  stipulate  participation  requirements  and  the  results  expected  to  be 
achieved;  and, 


monitoring  and  evaluating  provider,  grantee  and  fiscal  agents'  performance  to 
ensure  compliance  and  consistency  with  program  requirements  and  goals. 

Since  the  Administrative  Costs  activity  covers  expenses  incurred  in  the  administration  of 
Medicaid  and  Medicare  programs,  it  is  financed  through  the  appropriation  of  general  funds  and 
transfers  from  trust  funds. 

A  number  of  initiatives  related  to  the  above  activities  were  undertaken  in  FY  1982  in  order  to 
reduce  the  regulatory  burden  on  contractors  and  providers,  to  reduce  costs  and  promote 
Medicare/Medicaid  program  efficiencies,  to  improve  Federal  oversight  of  the  Medicaid 
program,  and  to  improve  Medicare  contractor  performance. 

Reduction  of  the  regulatory  burden  imposed  by  HCFA  has  focused  on  both  policy  and 
operations.  First,  in  the  policy  area,  HCFA  is  conducting  a  comprehensive  review  of  the 
regulations  and  conditions  of  participation  affecting  contractors,  State  agencies  and  providers 
in  order  to  revise  or  eliminate  requirements  which  are  superfluous  or  unnecessarily 
burdensome.  Second,  in  the  operations  area,  HCFA  is  taking  steps  to  identify  and  reduce  the 
paperwork  burden  by  streamlining  information  collection  needs  and  improving  standardized 
billing  forms  for  hospital  and  physician  services. 
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During  FY  1982,  HCFA  has  responded  expeditiously  to  implement  legislative  changes 
affecting  Medicaid,  including  development  of  plans  to  maximize  flexibility  available 
to  States  and  providing  guidance  to  States  in  implementing  these  changes. 

So  that  Medicare  contractor  performance  may  be  further  improved,  HCFA  is: 
reviewing  contractor  standards  which  may  be  appropriately  modified  to  reduce  cost 
and/or  administrative  burdens;  expanding  opportunities  for  innovative  contractual 
arrangements;  and,  exploring  methods  to  make  program  cost  control  a  more 
important  element  in  contractor  performance  evaluation. 


Rationale  for  1983  Request 

In  1983,  HCFA  will  continue  to  face  the  challenge  of  management  in  a  time  of 
limited  resources.  In  HCFA's  case,  that  challenge  translates  into  a  requirement  that 
it  effectively  administer  the  Medicare  and  Medicaid  programs  with  a  reduced 
administrative  budget.  HCFA  has  made  a  concerted  effort  to  refocus  its  priorities. 
This  will  require  discontinuation  of  some  functions  and  reductions  in  others. 

HCFA  plans  to  reduce  its  staff  by  identifying  those  functions  that  can  be  curtailed  or 
eliminated  in  FY  1983,  using  the  following  criteria: 

o  Those  where  there  has  been  a  legislative  change  which  results  in 
eliminating  or  substantially  reducing  efforts  in  a  given  program  area; 

□  Those  where  the  function  could  be  better  performed  outside  of  HCFA; 
and 

o  Those  where  it  has  been  determined  that  the  function  could  be  carried 
out  with  reduced  staffing  levels  without  having  a  deterimental  effect  on 
HCFA  programs. 


Savings  of  730  positions  and  approximately  $15  million  in  personnel  related  costs  will 
occur  as  a  result  of  these  decisions.  Highlights  of  these  decisions  follow. 

HCFA  will  discontinue  its  direct  reimbursement  function.  Previously,  reimbursement 
services  were  provided  to  Medicare  providers  and  group  health  plans  that  elected  to 
deal  with  the  Federal  government  directly,  rather  than  through  intermediaries  or 
carriers.  Only  10%  of  Medicare  claims  are  currently  being  served  in  this  manner, 
however.  Recent  studies  indicate  that  this  function  would  be  carried  out  more 
effectively  by  the  private  Medicare  contractors. 

A  strengthening  of  contractor  program  operations  through  simplification  and 
reduction  of  performance  requirements  is  anticipated  to  continue  through  FY  1983. 
These  improvements  will  enable  HCFA  to  reduce  the  number  of  staff  previously 
devoted  to  this  effort.  By  reducing  the  burden  associated  with  these  process-oriented 
instructions  and  specifications,  contractors  will  be  better  able  to  use  their  resources 
more  effectively. 
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In  a  related  vein,  HCFA  will  continue  to  increase  the  flexibility  accorded  the  States 
for  management  of  the  Medicaid  program.  This  will  be  accomplished  through 
reduction  and  simplification  of  necessary  instructions  and  specifications,  as  well 
elimination  of  those  which  are  no  longer  needed.  As  a  consequence  of  these  related 
efforts  in  Medicaid  and  Medicare,  HCFA  expects  to  be  able  to  reallocate  its  resources 
now  dedicated  to  interpreting  complex  requirements  for  States  and  contractors. 
Consequently,  HCFA  anticipates  being  able  to  disband  the  Medicare/Medicaid 
Management  Institute  in  favor  of  a  less  centralized  technical  assistance  effort. 

HCFA  wil  continue  to  phase-down  its  support  for  the  Professional  Standards  Review 
Organizations  Program  which  has  largely  proved  to  be  a  marginally  cost-effective 
mechanism  for  reducing  excess  utilization  of  health  services. 

In  the  research  and  demonstration  program,  priority  will  be  given  to  Congressionally- 
mandated  studies,  competition  initiatives  and  ongoing  projects  which  promote  cost 
savings  or  management  improvements.  As  a  result,  a  number  of  ongoing  projects  will 
be  reduced  or  terminated,  permitting  a  concomitant  reduction  in  related 
administrative  costs. 

In  addition,  due  to  the  elimination  or  curtailment  of  the  major  operational  areas 
outlined  above,  there  will  be  commensurate  reductions  in  overhead  staff  in  such  areas 
as  data  processing  and  general  administration. 

The  reduction  in  HCFA  personnel  will  require  a  realignment  of  remaining  staff.  Over 
the  next  several  months,  we  will  be  engaged  in  an  analysis  of  staffing  and  functional 
requirements  in  order  to  enable  us  to  accomplish  our  basic  mission  and  to  help  meet 
the  Administration's  goals  for  economic  recovery  in  the  most  cost-effective  manner 
possible. 


1.  Establish  standards  for  and  oversee  the  operation  and  general  management  of  State 
agencies  and  contractors. 

Over  one-quarter  of  HCFA's  personnel  are  devoted  to  the  establishment  and 
management  of  the  contractual  arrangements  that  form  the  basis  for  the  Medicare  and 
Medicaid  programs.  In  FY  1981,  for  example,  109  contracts  were  negotiated  for  fiscal 
intermediaries  under  Medicare,  at  a  total  budget  of  $694  million;  in  FY  1982,  this 
budget  will  be  $704  million.  In  the  Medicaid  program,  450  grant  awards  were 
processed  in  FY  1981  for  the  49  States  and  4  territories  that  participate,  for  a  total 
budget  of  $17  billion. 

To  assist  in  its  management  effort,  HCFA  issues  performance  standards  for  both  the 
general  and  financial  management  activities  of  State  agencies  and  contractors  (the 
financial  management  activities  will  be  addressed  in  the  section  which  follows).  These 
standards,  which  articulate  the  relative  responsibilities  of  the  various  parties  providing 
health  care  financing  and  delivery  of  services,  are  designed  to  insure  that  certain 
minimum  requirements  are  met  while  increasing  the  uniformity  and  consistency  of 
assigned  contractor  and  State  agency  practices. 
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In  addition  to  establishing  standards  for  States  and  contractors,  HCFA  also  oversees 
and  certifies  the  quality  of  care  and  services  offered  by  over  35,000  (in  FY  1981) 
providers  and  suppliers  in  HCFA  programs.  Health  and  safety  standards  have  been 
developed  for  hospitals,  laboratories  and  ambulatory  facilities  and  long-term  care 
facilities;  HCFA  is  also  currently  cooperating  with  the  National  Bureau  of  Standards  in 
the  development  of  fire  safety  standards  for  boarding  homes. 

To  insure  compliance  with  its  standards,  HCFA  provides  grants  and  technical 
assistance  to  State  survey  agencies  and  other  applicable  accrediting  agencies  (such  as 
the  Joint  Commission  on  the  Accreditation  of  Hospitals).  HCFA  currently  supports 
"less-than-annual"  surveys  of  Medicare  and  Medicaid  facilities.  This  approach  enables 
HCFA  to  target  facilities  that  are  poor  performers  for  annual  review,  while  subjecting 
facilities  that  are  performing  well  to  much  less  frequent  assessment.  Not  only  will 
HCFA  vary  the  frequency  of  its  reviews,  it  will  also  permit  State  agencies  to  tailor 
reviews  to  cover  those  performance  areas  in  need  of  particular  scrutiny.  The  less- 
than-annual  approach  to  surveys  will  enable  HCFA  to  more  effectively  target  its 
resources. 


2.  Monitor  and  evaluate  the  financial  management  and  quality  assurance  practices  of 
State  agencies  and  contractors  and  the  service  utilization  practices  of  providers. 

Over  one-quarter  of  HCFA's  personnel  are  involved  in  efforts  to  insure  the  integrity 
and  validity  of  the  financial  management  practices  of  State  agencies  and  contractors. 
Such  activities  include:  day-to-day  contact  and  monitoring,  periodic  auditing  and  the 
levying  of  sanctions  and  disallowances  in  response  to  erroneous  or  abusive  practices. 

HCFA  regularly  monitors  the  qualitative  and  quantitative  performance  of  its  State 
agencies  and  contractors.  Standard  monitoring  tools  include:  the  Contractor 
Performance  Evaluation  Programs  (CPEP)  for  Part  A  Medicare  intermediaries  and 
Part  B  Medicare  carriers;  Systems  Performance  Reviews  (SPR)  for  States  with 
certified  Medicaid  Management  Information  Systems  (MMIS);  the  State  Assessment 
Guide  for  all  Medicaid  State  agencies;  and  the  resultant  Annual  State  Evaluation 
Reports  and  Annual  Contractor  Evaluation  Reports.  The  SPR  monitors 
implementation  of  the  Schweiker  amendment  (Title  IX  of  P.L.  96-398,  the  "Mental 
Health  Systems  Act")  which  requires  States  to  provide  approved  mechanized  claims 
processing  and  information  retrieval  systems  by  September  30,  1982  or  be  faced  with 
penalties. 

Essential  to  the  Medicaid  program  is  its  basic  financial  management  process.  This 
process  compares  prospective  funding  requests  with  retrospective  expenditure  reports 
to  insure  that  the  Federal  government  only  reimburses  for  allowable  services  as 
determined  by  the  Medicaid  program  rules,  in  general,  and  State  Medicaid  plans,  in 
particular.  In  addition,  it  insures  that  the  appropriate  matching  rates  are  applied  to 
request  for  Federal  Financial  Participation,  and  monitors  the  cash  draw-downs  of 
States  to  guarantee  the  integrity  of  the  cash  management  system. 
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Such  assessments  often  underscore  erroneous  or  inefficient  practices  that,  when 
corrected,  result  in  significant  program  savings.  For  example,  in  the  Medicare 
program,  seven  technical  assessments  of  contractors  systems  were  recently  conducted, 
resulting  in  a  $2.8  million  cost  avoidance.  In  the  Medicaid  program,  disallowances  and 
suspensions  of  Federal  reimbursement,  inappropriately  claimed  by  the  States  and 
detected  by  the  basic  financial  management  process,  reached  a  total  of  $676  million  in 
FY  1981. 

HCFA  conducts  three  principal  quality  assurance  activities:  the  Medicaid  Quality 
Control  (MQC)  system,  the  Medicare  Cost  Report  Evaluation  Program  (CREP)  and  the 
Medicare  Part  B  Quality  Assurance  Program.  The  MQC  system  is  a  comprehensive 
Federally-designed  State-operated  management  system  for  detecting  errors  in  the 
determination  of  eligibility  and  availability  of  third-party  liability,  and  the  processing 
of  claims.  A  subsample  of  claims  reviewed  by  State  agencies  is  re-reviewed  at  the 
Federal  level  to  validate  State  determinations  of  error  rates.  The  Michel  amendment 
requires  all  States  to  reach  error  rates  of  4  percent  or  less  by  September  30,  1982,  or 
be  subject  to  a  disallowance.  It  is  expected  that  all  States  will  meet  that  goal.  An 
additional  requirement  that  States  achieve  zero  error  rates  by  FY  1986  is  proposed  in 
the  FY  1983  budget  request. 

CREP  and  the  Part  8  Quality  Assurance  program  are  the  principal  oversight  programs 
for  Medicare  Parts  A  and  B.  CREP  reviews  intermediary  settlement  of  the  cost 
reports  of  institutional  providers  to  assure  accuracy  in  the  allocation  of  costs  to 
Medicare  and  that  all  non-covered  costs  are  disallowed;  623  such  reviews  were 
conducted  in  FY  1981.  In  FY  1982  and  1983,  the  system  will  be  revised  to  conform 
with  changes  in  reimbursement  policies.  The  Part  B  Quality  Assurance  Program 
samples  claims  paid  by  carriers  to  individual  providers  to  assure  that  payment  is  made 
for  covered  services  in  the  correct  amount,  to  eligible  providers. 


In  FY  1981,  cost  savings  attributable  to  such  quality  assurance  reviews  include: 

o  A  reduction  in  State  error  rates  under  Medicaid  of  26  percent  due  to 
Federal  monitoring  and  assistance  resulting  in  a  savings  of 
approximately  $104  million. 

o  Investigation  of  aberrant  practices  of  State  agencies  and 
contractors,  resulting  in  identification  of  $175  million  misspent  by 
these  agents. 

o  Disallowances  of  $357  million  of  inappropriate  provider  costs 
approved  by  contractors  under  Medicare  (including  $17.9  million 
saved  through  the  Part  B  Quality  Assurance  Program). 
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In  addition  to  monitoring  financial  management  practices,  HCFA  reviews  patterns  of 
utilization  of  health  care  services  in  the  United  States  in  order  to  detect  potential 
fraud  and  abuse  among  providers.  As  a  result  of  such  reviews  for  Medicare  Part  A, 
HCFA  was  able  to  reduce  the  level  of  unnecessary  utilization  by  33  percent  over  the 
level  achieved  in  FY  1980.  HCFA  staff  also  work  in  conjunction  with  State 
investigatory  agencies,  the  Office  of  the  Inspector  General  and  the  General 
Accounting  Office  to  identify  and  pursue  incidents  of  persistent  or  fraudulent  misuse 
of  Medicare  and  Medicaid  funds.  In  FY  1982,  it  is  estimated  that  approximately  $30 
million  of  overpayments  will  be  identified  through  Medicare  and  Medicaid  program 
validation  analyses. 

HCFA  is  also  working  to  improve  the  efficiency  with  which  it  recovers  overpayments 
such  as  those  identified  above.  Last  year,  for  example,  HCFA  recovered  over  $504 
million  of  Medicare  overpayments,  an  increase  of  20.5  percnt  over  FY  1980 
recoveries. 


3.  Engage  in  policy  review,  development,  and  analysis 


HCFA  conducts  a  range  of  policy  development  and  review  activities,  from  long- 
range  analyses  to  regulatory  implementation  of  Congressional  mandates.  In 
addition,  HCFA  has  been  conducting  a  major  regulatory  reform  effort  in 
cooperation  with  the  Vice  President's  Task  Force  on  Regulatory  Relief. 

HCFA  is  committed  to  reducing  the  regulatory  and  information  burden  it  imposes 
on  beneficiaries,  providers,  fiscal  agents  and  intermediaries.  In  response  to 
Executive  Order  12291,  directing  agencies  to  reduce  the  number,  scope  and 
burden  of  new  and  existing  regulations,  HCFA  organized  its  Task  Force  for 
Regulatory  Reform,  which  has  been  meeting  regularly  since  March  1981.  The 
Task  Force  will  review  all  of  HCFA's  regulations.  It  is  focusing  first  on  all 
Medicaid  rules  governing  the  conditions  of  participation  for  Medicare  and 
Medicaid  providers,  including  the  survey  and  certification  process.  In  FY  1982, 
the  Task  Force  will  review  over  1,000  sections  of  the  Code  of  Federal  Regulations 
with  the  goals  of  simplifying  and  reducing  the  number  of  requirements.  The  Task 
Force  expects  to  complete  its  review  of  all  regulations  for  which  HCFA  has 
responsibility  by  September  30,  1984. 

HCFA  will  also  review  existing  policies  and  develop  new  policies  and  regulations 
concerning  such  topics  as  beneficiary  eligibility,  coverage  of  benefits,  utilization, 
effectiveness  of  service  providers,  reimbursement  and  limits  to  the  cost  of  health 
care  for  the  Medicare  and  Medicaid  programs. 
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Implementation  of  legislative  mandates  occupies  a  large  part  of  HCFA's 
regulatory  activities.  In  FY  1981,  for  example,  HCFA  developed  regulations 
covering  the  more  than  100  provisions  of  the  1980  and  1981  Reconciliation 
Acts.  These  provisions  will  save  an  estimated  $1.1  billion  in  1982. 

The  State  plan  process  has  also  been  refined  and  improved  through  regulations 
implementing  the  Reconciliation  Act  of  1981.  Those  regulations  increased  the 
ability  of  States  to  obtain  waivers  of  Federal  requirements  concerning  the 
structure  of  their  Medicaid  programs.  In  FY  1981,  HCFA  reviewed  over  900 
State  plan  changes  and  waiver  requests  to  ensure  that  they  met  statutory 
requirements  and  did  not  increase  Federal  costs.  Such  requests  are  also 
reviewed  as  part  of  HCFA's  continuing  assessment  of  program  areas  in  need  of 
reform. 

Another  area  of  concern  to  HCFA  is  coverage  policies,  particularly  those 
related  to  the  development  and  dissemination  of  new  procedures  and 
technologies.  HCFA  subjects  all  coverage  decisions  to  careful  scrutiny.  In  FY 
1980,  it  reviewed  proposals  for  coverage  for  50  new  procedures  and 
technologies.  Eventually,  almost  half  of  these  proposals  were  rejected;  denial 
of  just  four  of  these  procedures  saved  the  Federal  government  an  estimated  $1 
billion  in  expenditures  over  the  next  ten  years. 

Savings  will  also  be  realized  from  proposals  that  were  accepted;  for  example,  a 
revised  schedule  for  telephonic  monitoring  of  cardiac  pacemakers  will  save 
Medicare  between  $87  and  $97  million  per  year. 

Reimbursement  policy  is  another  critical  area  of  review.  For  example,  annual 
updates  of  Section  223  reimbursement  limits  are  HCFA's  principal  tool  to 
ensure  that  Federal  dollars  are  being  paid  only  for  services  provided  in  an 
efficient  manner.  In  1983,  these  limits  will  save  an  estimated  $405  million,  and 
in  1987,  an  estimated  $637  million.  In  addition,  the  composite  reimbursement 
system  for  end-stage  renal  dialysis,  designed  in  response  to  a  mandate 
contained  in  the  1981  Omnibus  Reconciliation  Act,  is  expected  to  save  $130 
million  in  FY  1983  by  encouraging  lower  cost  home  dialysis  and  competition  in 
the  ESRD  industry. 

Finally,  HCFA's  policy  analysis  staff  provides  support  to  the  Administrator 
through  the  development  and  evaluation  of  legislative  and  administrative 
proposals  for  program  improvements,  such  as  those  included  in  the  FY  1983 
budget.  As  part  of  its  more  general  and  long-range  policy  analysis  and  planning 
functions,  this  staff  has  prepared  analyses  in  such  areas  as:  reduction  of 
Medicare  and  Medicaid  outlays,  long  term  care,  hospice  care,  capital  financing 
in  the  health  care  industry,  and  coverage  of  nurse  practitioners  and  other 
physician  extenders.  The  policy  staff's  future  agenda  includes  major  analytic 
papers  on:  coverage  and  financing  of  services  for  the  mentally  retarded  and 
developmentally  disabled;  coverage  and  financing  of  in-home  and  community- 
based  long-term  care  services,  with  particular  emphasis  on  establishing 
Medicare's  role  in  the  financing  of  such  services;  health  care  competition, 
including  consideration  of  the  potential  impact  of  the  uninsured  population  on 
the  success  of  the  competition  strategy;  and,  additional  analyses  of  capital 
financing  in  the  health  care  industry. 
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4.  Provide  direct  reimbursement  services. 


HCFA  currently  provides  claims  reimbursement  services  to  any  provider  who 
elects  to  deal  directly  with  the  Federal  government  rather  than  with  a  private 
Medicare  intermediary.  Providers  are  accorded  this  choice  by  42  CFR  421.103, 
the  regulatory  implementation  of  Section  1816  of  the  Social  Security  Act.  Out 
of  the  approximately  12,800  providers  presently  participating  in  Medicare, 
about  10  percent  or  1235  providers  have  exercised  this  option.  These  providers 
are  comprised  of  about  720  hospitals  and  skilled  nursing  facilities,  144 
comprehensive  health  facilities  and  371  home  health  agencies.  One-third  of 
these  providers  are  affiliated  with  the  Federal  government. 

HCFA  also  provides  direct  processing  of  claims  for  reimbursement  for  group 
health  plans.  This  service  is  one  element  of  a  comprehensive  program  to 
contract  with  and  make  payments  to  group  health  plans  for  the  provision  of 
services  under  Medicare.  Such  plans  include  health  maintenance  organizations, 
comprehensive  health  centers  and  group  practice  prepayment  plans.  Support 
among  the  plans  for  enrollment  of  Medicare  beneficiaries  has  continued  to 
increase;  for  example,  12  new  Medicare  contracts  were  recently  entered  into, 
increasing  enrollment  by  33,800.  HCFA  has  been  examining  issues  concerning 
the  utilization  of  services  and  cost-effectiveness  of  Medicare  enrollment  in 
such  plans;  preliminary  findings  from  these  studies  seem  to  indicate  the  plans' 
potential  for  reducing  costs. 

In  a  related  vein,  HCFA  also  supports  its  research  and  demonstration  projects 
with  its  direct  claims  processing  capability.  In  FY  1982,  three  new  projects  will 
be  added  to  those  already  receiving  these  services. 

5.  Conduct  research,  demonstrations,  and  statistical  analyses. 

HCFA  conducts  its  own  intramural  analyses  of  health  care  issues  and  supervises 
the  conduct  of  extramural  research  through  grants  and  contracts. 

In  the  area  of  extramural  research  and  demonstations,  HCFA  continues  to 
examine  the  cost  and  effectiveness  of  alternative  methods  of  reimbursement, 
benefit  packages,  eligibility  criteria  and  conditions  of  participation  and 
provider  types.  In  FY  1981,  HCFA  managed  over  300  demonstration  and 
research  projects;  such  projects  have  resulted  in  over  $400  million  annually  in 
recurring  savings.  Savings  have  resulted  from  the  application  of  research 
findings  to  program  requirements  in  such  areas  as  elimination  of  the  subsidy  for 
private  rooms  and  for  the  Medicare  Routine  Nursing  Differential  (MRND). 
Findings  from  demonstration  projects  concerning  prospective  reimbursement  of 
Health  Maintenance  Organizations  under  Medicare  and  of  hospitals  under  both 
Medicare  and  Medicaid  are  expected  to  yield  much  information  about  ways  to 
decrease  costs  and  increase  the  efficiencies  of  these  providers.  Furthermore, 
recent  studies  of  the  operating  costs  of  traditional  and  innovative  approaches  to 
care  have  revealed  cost  efficiencies  that  are  expected  to  yield  $380  million  in 
FY  1983  savings  and  more  in  the  years  ahead. 
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In  FY  1982,  HCFA  will  conduct  studies  in  nine  areas:  hospital  costs,  physician 
reimbursement,  long-term  care  (including  channeling),  health  systems 
organization,  quality  and  effectiveness  of  care,  integrated  and  uniform  data 
systems,  program  evaluation,  beneficiary  impact  and  utilization,  and  effects  of 
reimbursement  policies  on  the  organization  of  the  health  care  industry.  In  FY 
1983,  HCFA  anticipates  adding  demonstration  projects  investigating  ways  to 
increase  competition  in  the  health  care  industry. 

While  the  bulk  of  HCFA's  activity  in  the  above  categories  is  largely  extramural, 
HCFA  conducts  a  variety  of  economic  and  actuarial  analyses  with  its  own  staff. 
HCFA  develops  program  estimates  for  use  in  the  President's  budget  and  for 
assessment  of  potential  legislative  or  policy  changes  under  consideration  by  the 
Administration  or  the  Congress.  Last  year,  for  example,  HCFA  responded  to 
over  3,500  requests  for  statistical  analyses  and  estimates  from  the  Department, 
OMB  and  Congress,  a  16  percent  increase  over  1980. 

HCFA  also  uses  these  actuarial  and  statistical  analyses  to  manage  its  programs. 
These  analyses  underlie  the  development  of  the  Part  B  premium  rates,  the 
inpatient  hospital  deductible,  the  Part  A  premium  rate  for  voluntary  enrollees, 
and  the  physician  economic  index  applicable  to  prevailing  fees. 

HCFA  maintains  a  variety  of  program  statistics  and  special  purpose  statistical 
data  bases  in  order  to  assess  the  impact  of  proposals  which  change  health  care 
financing  programs.  In  addition,  HCFA  develops  and  disseminates  analyses  of 
national  trends  in  public  and  private  sector  expenditures  for  all  types  of  health 
care.  HCFA  also  publishes  a  variety  of  periodic  statistical  tabulations 
summarizing  the  utilization  and  cost  of  program  benefits. 

HCFA  has  been  and  continues  to  be  actively  involved  in  evaluating  its  own 
information  needs  and  the  relationship  between  these  needs  and  those  of  the 
rest  of  the  health  care  industry.  HCFA  also  coordinates  its  decisions  on 
information  policy  with  non-Federal  segments  of  the  health  care  industry. 

HCFA  is  firmly  dedicated  to  reducing  the  burden  and  costs  associated  with  the 
various  forms  and  other  information  requirements  levied  by  its  programs  on 
beneficiaries,  providers,  and  intermediaries.  Recent  and  anticipated  success 
stories  in  this  area  include: 

o  A  common  physician  claims  form,  the  HCFA-1500,  was  recently 
implemented  for  Medicare  in  38  States.  Although  the  HCFA-1500  is  not 
a  requirement  for  Medicaid,  negotiations  between  HCFA  and  the  States 
resulted  in  acceptance  of  the  form  by  28  Medicaid  State  agencies.  The 
HCFA-1500  enables  providers  to  use  one  claim  for  both  Medicare  and 
Medicaid,  thereby  reducing  their  administrative  burden  by  an  estimated 
11  million  burden  hours  annually  by  the  end  of  FY  1982  (one  of  the 
highest  ever  accomplished  Government-wide,  for  any  burden  reduction 
effort). 

o  The  two  highest  volume  ESRD  medical  information  reporting  forms  have 
been  replaced  with  automated  reporting  in  response  to  the  Federal 
Paperwork  Reduction  initiative.  As  a  result  of  this  effort,  750,000  hard 
copy  forms  are  no  longer  prepared  by  the  ESRD  facilities  or  processed  by 
Medicare  contractors.  All  internal  data  entry  requirements  have  thus 
been  eliminated.  The  medical  information  needed  to  support  legislative 
requirements  is  gathered  through  the  existing  Medicare  billing  system, 
thereby  resulting  in  a  substantial  cost  savings  to  the  Government, 
Medicare  contractors  and  providers. 
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o  Last  year,  HCFA  developed  the  Hospital  Cost  Report  Information  System 
(HCRIS)  a  system  for  the  automated  receipt,  storage  and  dissemination 
within  HCFA  of  Medicare  Cost  Report  (MCR)  data  for  all  hospitals.  By 
providing  these  data  on  a  timely  basis  and  in  user-specified  formats, 
HCRIS  will  dramatically  increase  the  utility  of  MCR  information  to 
HCFA  for  such  purposes  as  fraud  and  abuse  detection,  fiscal  intermediary 
performance  assessment,  budget  preparation,  and  program  cost  analyses 
and  projections.  HCRIS  will  also  substantially  reduce  the  costs  to  HCFA 
of  performing  these  functions. 

o  HCFA  representatives  have  been  working  in  recent  years  with  payer  and 
provider  representatives  and  with  State  and  other  governmental  agencies 
to  develop  a  uniform  hospital  bill  acceptable  to  all  providers  and  payers. 
Based  on  the  evaluation  of  alternative  uniform  bills,  the  National  Uniform 
Billing  Committee  developed  a  revised  uniform  bill  (known  as  UB-82)  that 
is  believed  to  be  acceptable  nationally.  Comments  from  industry  are 
currently  being  received  on  the  UB-82.  If  these  are  as  favorable  as 
anticipated,  HCFA  could  adopt  the  uniform  bill.  When  fully  implemented, 
the  uniform  bill  will  result  in  millions  of  dollars  in  program  savings 
annually,  with  little  or  no  additional  administrative  costs.  It  would  also 
result  in  a  significant  reduction  in  the  reporting  burden  on  the  hospital 
industry. 


6.  Respond  to  requests  for  information,  adjudication  and  other  forms  of  assistance. 

HCFA  responds  to  approximately  21,000  written  requests  per  year  for 
information,  assistance,  and  adjudication.  These  requests  typically  come  from 
such  groups  as  beneficiaries,  providers,  State  and  local  governments,  and 
Congressional  personal  and  committee  staffs.  HCFA  views  its  obligations  to 
these  groups  as  extending  beyond  merely  responding  to  inquiries  and  has 
established  a  number  of  offices  that  are  responsible  for  ensuring  that  the 
concerns  of  these  groups  are  adequately  addressed  by  its  programs. 

o  Office  of  Beneficiary  Services  -  Provides  leadership  within  HCFA 
concerning  services  for,  needs  of  and  initiatives  relating  to  HCFA's 
beneficiaries;  also,  serves  as  a  focal  point  for  responses  to  beneficiary 
inquiries  about  HCFA's  programs.  Regional  beneficiary  awareness  activities 
complement  the  activities  of  this  office. 

o  Office  of  Congressional  and  Legislative  Affairs  -  Acts  as  the  focal  point  for 
receiving  and  addressing  Congressional  inquiries  about  HCFA  programs. 

o  Office  of  Professional  and  Scientific  Affairs  -  Acts  as  liaison  between 
HCFA  programs  and  the  individual  and  institutional  providers  of  care  and 
the  institutions  responsible  for  their  education. 

o  Office  of  Intergovernmental  Affairs  -  Acts  as  liaison  between  HCFA  and 
organizations  representing  the  interests  of  State  and  local  government. 

o  Office  of  Public  Affairs  -  Acts  as  liaison  between  HCFA  and  the  health  care 
industry  and  general  media. 
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While  Congress  is  not  the  principal  source  of  inquiry,  requests  from  personal  and 
committee  staffs  do  command  a  variety  of  responses,  from  solving  the  case-work 
problems  of  individual  beneficiaries  (an  estimated  1,400  telephone  inquiries  in  FY 
1981)  to  preparation  of  bill  reports,  statistical  and  actuarial  analyses,  and  testimony 
for  Departmental  and  Agency  witnesses.  Moreover,  on  over  500  occasions  in  FY  1981, 
HCFA  representatives  provided  substantive  assistance  to  Congressional  staffs  in 
support  of  the  drafting  of  health  care  legislation. 

In  addition  to  information  and  general  assistance,  HCFA  also  supports  an  independent 
and  impartial  appeals  mechanism  for  beneficiaries,  providers  and  intermediaries.  The 
Provider  Reimbursement  Review  Board,  an  independent  appellate  board  established  by 
Congressional  action  in  1972,  hears  disputes  between  providers  and  Medicare 
intermediaries  concerning  cost  reimbursement  determinations.  Beneficiaries  who  feel 
that  their  grievances  concerning  eligibility  or  coverage  of  services  have  been 
inadequately  addressed  can  bring  their  complaints  to  Departmental  Hearing  Officers. 


7.    Provide  centralized  ADP  support  to  HCFA  programs. 


HCFA  operates  a  centralized  ADP  and  telecommunications  system  which  provides  a 
network  of  support  from  field  to  region  and  from  region  to  Washington.  Its 
capabilities  range  from  systems  analysis  and  software  design  to  computer  operation 
and  data  transmission. 

Most  important  of  HCFA's  activities  in  this  area  is  the  development  and 
maintainence  of  the  variety  of  records  used  to  determine  entitlement  to  Medicare 
benefits.  The  Medicare  Master  Beneficiary  File  provides  critical  enrollment  and 
utilization  information,  as  well  as  alternative  reimbursement  sources,  to  providers 
and  fiscal  agents  concerned  about  the  eligibility  of  the  29  million  Medicare 
beneficiaries.  The  Medicare/Medicaid  Automated  Certification  (MMAC)  system 
provides  fiscal  intermediaries  with  information  about  over  16,000  providers 
nationwide.  These  files  are  constantly  being  updated  to  reflect  changes  in 
beneficiary  eligibility  and  provider  certification  status  and  changes  in  coverage 
policy  mandated  by  statute.  In  FY  1981,  for  example,  the  Beneficiary  Master  File 
was  revised  in  accordance  with  changes  in  coverage  for  disabled  (P.L.  96-265)  and 
working  beneficiaries  (P.L.  96-473).  Furthermore,  the  files  have  been  used 
extensively  in  HCFA's  cooperative  efforts  with  the  Social  Security  Administration 
and  other  organizations  to  eliminate  from  their  respective  systems  individuals  who 
are  receiving  benefits  inappropriately.  As  a  consequence  of  one  such  recent 
cooperative  examination  of  Master  Beneficiary  Records,  SSA  was  able  to  estimate 
that  as  many  as  10,000  deceased  beneficiaries  were  still  being  sent  Social  Security 
checks,  with  a  potential  savings  attributable  to  their  elimination  of  up  to  $60  million 
annually.  Such  cooperative  analyses  will  continue  in  the  future. 

HCFA  is  also  able  to  provide  important  ADP  support  to  its  other  administrative  and 
program  management  activities.  It  is  currently  involved  in  implementing  or  refining 
such  comprehensive  records  and  tracking  systems  as  the  Medicare/Medicaid  Full 
Scale  Abuse  Workload  System,  the  HCFA  Accounting  and  Financial  Control  System 
and  the  HCFA  Comprehensive  Personnel  System.  The  Agency  is  also  currently 
engaged  in  a  large-scale  analysis  of  its  needs  for  information  and  data  processing,  in 
anticipation  of  the  expiration  of  its  current  computer  system  contract  in  1986. 
Required  by  OMB's  Circular  A-109  (concerning  major  systems  acquisitions),  this  study 
will  be  completed  in  late  FY  1982. 
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8.  Provide  general  administrative  support  to  HCFA's  Administrator  and  programs. 

The  management  of  HCFA's  $72.5  billion  budget,  serving  over  29  million 
Medicare  and  22  million  Medicaid  recipients,  requires  a  great  diversity  of 
support  activities.    These  include: 

o    budget,  financial  management  and  accounting  activities; 

o    grant  and  contract  management; 

o    personnel    activities,    including    protection    of    equal  employment 
opportunities  and  employee  civil  rights; 

o    organization  and  management  analysis  activities;  and 

o    executive    secretariat    activities,    including    coordination    of  the 
preparation  and  issuance  of  virtually  all  HCFA  written  documents. 


HCFA  is  currently  preparing  to  engage  in  a  thorough  analysis  of  its  organization 
and  distribution  of  functions.  This  study  will  be  used  to  reorganize  HCFA  to 
improve  the  efficiency  and  effectiveness  of  its  program  management  activities. 
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The  following  table  and  analysis  of  staffing  reductions  detail,  by  function,  the 
reductions  in  authorized  permanent  positions  for  FY  1983. 


HEALTH  CARE  FINANCING  ADMINISTRATION 
FY  1983  BUDGET 

Staffing  Summary 


FY  1982 
Authorized 

Permanent  FY  1983 

Positions  Proposal  Reductions 


L     Establish  standards  for  and  oversee 
the  operation  and  general 
management  of  State  agencies  and 

contractors.  1,371  1,181  -190 

2.  Monitor  and  evaluate  the  financial 

management  and  quality  assurance 
practices  of  State  agencies 
and  contractors  and  the  service 

utilization  practices  of  providers  1,332  1,223  -109 

3.  Engage  in  policy  review,  development, 

and  analysis.  362  337  -25 

4.  Provide  direct  reimbursement  services.  338  70  -268 

5.  Conduct  research,  demonstrations,  and 

statistical  analyses.  311  260  -51 

6.  Respond  to  requests  for  information, 

adjudication,  and  other  forms  of 

assistance.  128  113  -15 

7.  Provide  centralized  ADP  support  to  HCFA 

programs.  459  422  -37 

8.  Provide  general  administrative  support 

to  HCFA's  Administrator  and 

programs.  418  383  -35 

TOTAL  —  Authorized  Full-Time  Permanent 

Positions  4,719  3,989  -730 
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Analysis  of  Staffing  Reductions 


A  decrease  of  730  full-time  permanent  positions  represents  a  15%  reduction  in  the 
size  of  the  Health  Care  Financing  Administration.  This  proposal  reflects  HCFA's 
commitment  to  the  President's  objective  of  reducing  the  Federal  work-force  by 
setting  staffing  levels  at  the  minimum  level  essential  for  their  effective  and 
efficient  operation. 

In  order  to  insure  that  HCFA's  staffing  reductions  will  not  affect  its  programs' 
beneficiaries,  HCFA  is  planning  for  a  two-stage  reduction-in-force.  The  first 
reduction  will  occur  by  April  1982  and  will  involve  approximately  260  people  and 
positions.  These  positions  are  largely  associated  with  functions  that  could  either 
be  transferred  to  the  Medicare  contractors  or  sustain  almost  immediate 
reductions  with  only  minimal  impact  on  agency  programs. 

The  remaining  470  permanent  positions,  associated  with  approximately  500 
employees,  are  targeted  for  elimination  in  early  FY  1983.  They  are  mostly 
associated  with  functions  which  impact  on  State  and  contractor  operating 
requirements. 

The  analysis  that  follows  details  the  reduction  in  the  number  of  permanent 
positions  requested  by  HCFA  for  FY  1983. 


1.  Establish  standards  for  and  oversee  the  operation  and  general  management  of 
State  agencies  and  contractors  (-190  positions). 


HCFA  has,  in  the  past,  devoted  much  of  its  resources  to  supervising  the  operation 
and  general  management  practices  of  its  State  agencies  and  contractors.  The 
Agency's  activities  in  this  functional  area  range  from  negotiating  the  basic 
contractual  arrangements  with  its  agents,  to  establishing  general  performance 
standards  and  providing  appropriate  technical  assistance  when  needed  to  achieve 
those  standards. 

One  of  the  largest  reductions  in  positions  to  be  made  in  FY  1983  will  be  made  in 
the  establishment  of  process  standards  and  oversight  of  State  and  contractor 
general  management  practices.  Specifically,  this  reduction  reflects  the  decrease 
in  Federal  personnel  needed  to  set  and  monitor  management  standards  and  provide 
corrective  action  to  States  and  contractors  for  overall  management  practices. 
The  administrative  costs  block  grant  proposal  for  Medicaid  places  the  locus  of 
responsibility  for  such  practices  clearly  on  the  States,  thereby  obviating  the  need 
for  intensive  Federal  supervision.  Furthermore,  in  light  of  the  generally 
satisfactory  performance  of  the  Medicare  contractors,  as  well  as  their  increasing 
management  costs,  HCFA  will  reduce  the  extent  to  which  it  sets  and  monitors 
general  management  requirements  for  the  contractors.  It  will  instead  focus  on 
actions  to  insure  the  quality  and  integrity  of  the  contractors'  financial 
management  systems. 

Finally,  HCFA  will  restructure  the  manner  in  which  it  provides  technical 
assistance.  The  Medicare/Medicaid  Management  Institute  will  be  dissolved  and 
those  of  its  functions  that  are  unique  will  be  redistributed  throughout  HCFA. 
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2.  Monitor  and  evaluate  the  financial  management  and  quality  assurance  practices  of 
States  agencies  and  contractors  and  the  service  utilization  practices  of  providers 
(-109  positions). 


HCFA  has  placed  and  will  continue  to  place,  a  high  priority  on  its  efforts  to 
insure  the  integrity  and  validity  of  the  financial  management  practices  of  State 
agencies  and  contractors.  Day-to-day  contact  and  periodic  monitoring  through 
various  quality  control  and  assurance  programs  will  continue  in  FY  1983,  although 
such  activities  will  be  conducted  more  cost-effectively.  Staffing  reductions  in 
this  area  reflect  HCFA's  goals  of  lessening  Federal  intrusiveness  into  the 
activities  of  States  and  private  contractors  while,  at  the  same  time,  ensuring 
adequate  accountability  for  the  expenditure  of  Federal  funds.  With  the 
simplification  and  reduction  of  performance  requirements  under  Medicare  and 
Medicaid,  HCFA  will  be  able  to  reduce  the  number  of  positions  dedicated  to 
evaluating  the  activity  of  its  agents.  Reductions  in  this  area  will  help  eliminate 
redundancies  no  longer  needed  to  administer  the  less  complex  regulations  and 
performance  requirements. 


In  FY  1981,  HCFA  began  to  phase-down  its  support  for  Professional  Standards 
Review  Organizations,  which  have  generally  shown  themselves  to  be  only 
marginally  cost-effective.  In  FY  1983,  HCFA  will  continue  the  phase-out,  with 
concomitant  reductions  in  personnel  levels.  The  reduction  in  the  number  of 
positions  associated  with  managing  the  PSRO  program  and  utilization  review 
regulations  is  consistent  with  a  two-year  timetable  for  implementing  health  care 
financing  reforms  designed  to  promote  competition.  This  policy  will  allow  State 
and  private  health  care  financing  systems  to  determine  the  need  for,  and  the  most 
appropriate  form  of  utilization  review,  as  reforms  enhancing  competition  in  the 
health  care  industry  are  implemented. 


3.  Engage  in  policy  review,  development,  and  analysis  (-25  positions). 

HCFA  conducts  a  range  of  policy  development  and  review  activities,  from  long- 
range  analyses  to  regulatory  implementation  of  Congressional  mandates.  In 
addition,  HCFA's  regulatory  reform  activities  have  been  given  a  new  focus  with 
the  establishment  in  March  1981  of  its  Task  Force  for  Regulatory  Reform.  In  FY 
1983,  HCFA  will  continue  to  place  a  high  priority  on  imposing  only  the  minimum 
amount  of  burden  required  to  insure  the  efficiency  and  effectiveness  of  its  health 
care  system.  This  priority,  coupled  with  HCFA's  commitment  to  regulatory 
reform,  necessitates  maintaining  on  board  those  who  have  the  greatest  knowledge 
of  and  experience  with  the  regulations  we  are  reviewing.  Consequently,  only  a 
minimal  number  of  positions  will  be  eliminated  from  this  function. 


93-481    0—82  13 
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4.  Provide  direct  reimbursement  services  (-268  positions). 

Since  its  inception,  HCFA  has  offered  providers  under  Medicare  the  option  of 
dealing  directly  with  HCFA  or  with  an  approved  Medicare  contractor.    In  FY 

1981,  over  1,200  providers,  largely  public  sector  or  group  health  agencies,  chose 
to  deal  directly  with  HCFA. 

HCFA  recently  completed  a  major  reassessment  of  its  direct  reimbursement 
capability.  Preliminary  conclusions  of  both  internal  and  external  reviews  indicate 
that,  while  the  HCFA  employees  providing  claims  reimbursement  are  meeting 
virtually  all  of  the  Contractor  Performance  Evaluation  Program  criteria,  they 
cannot  conduct  this  function  as  efficiently  or  as  cost-effectively  as  private 
Medicare  contractors.  Furthermore,  the  involvement  of  the  Federal  government 
in  claims  processing  has  led,  at  times,  to  inconsistent  treatment  of  Medicare 
providers  within  a  single  intermediary's  jurisdiction,  and  has  resulted  in 
conflicting  decisions  regarding  coverage  policy  when  the  beneficiary  in  question  is 
both  a  Medicare  and  Medicaid  beneficiary. 

In  order  to  be  able  to  better  focus  its  operating  resources  on  improving  the  overall 
management  of  the  Medicare  and  Medicaid  programs,  HCFA  is  currently 
amending  its  regulations  to  shift  the  majority  of  its  direct  claims  processing 
effort  to  the  contractors,  who  are  better  able  to  handle  this  responsibility. 
Operationally,  the  transfer  of  responsibility  will  occur  in  two  phases  during  FY 

1982.  The  first  phase,  which  will  take  place  in  April  1982,  will  transfer  all 
providers  other  than  those  affiliated  with  New  York  City  and  State,  the  Federal 
government,  and  HCFA  research  and  demonstration  projects.  The  second  phase, 
which  will  occur  later  in  the  year,  will  result  in  only  Federally-affiliated  providers 
and  those  involved  in  HCFA  studies  receiving  direct  claims  processing  services. 
During  this  phase-down,  HCFA  will  continue  its  marketing  efforts  to  increase 
Medicare  enrollment  in  group  health  plans. 


5.  Conduct  research,  demonstrations,  and  statistical  analyses  (-51  positions). 

In  FY  1983,  HCFA  will  continue  its  commitment  to  conducting  research  into 
health  care  financing  issues  and  developing  statistical  analyses  concerning 
utilization  and  expenditures  under  Medicare  and  Medicaid.  In  FY  1983,  HCFA  is 
requesting  a  research  budget  that  is  essentially  equal  to  that  received  for 
FY  1982.  In  recent  years,  HCFA's  research  budget  has  been  reduced  substantially 
without  an  appreciable  associated  reduction  in  personnel  levels.  The  reduced 
position  levels  for  this  function  will  bring  staffing  levels  into  line  with  actual 
workload.  Finally,  also  reflected  are  reductions  in  the  statistical  staff  as  a 
consequence  of  increased  simplification  in  the  information  requirements  HCFA 
levies  on  its  agents,  and  a  general  decrease  In  HCFA's  data  gathering  activities. 

6,  Respond  to  requests  for  information,  adjudication,  and  other  forms  of  assistance 
(-15  positions). 

In  the  past,  HCFA  has  responded  to  almost  21,000  requests  for  assistance  per 
year.  These  requests  come  from  beneficiaries  ,  Congress,  providers,  State  and 
local  governments,  and  the  general  public.  In  FY  1983,  HCFA  will  continue  to 
provide  its  many  constituencies  with  both  answers  to  their  requests  and 
representation  for  their  concerns  although  a  minimal  reduction  in  staff  levels  will 
be  made  reflecting  the  need  to  reduce  staffing  levels  throughout  HCFA. 
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7.  Provide  centralized  ADP  support  to  HCFA  programs  (-37  positions). 

HCFA  maintains  a  centralized  system  of  ADP  and  telecommunications  support 
that  links  field  to  region  and  region  to  Washington.  The  system  supports  a  variety 
of  programmatic  activities,  such  as  the  Medicare  Master  Beneficiary  File  and  the 
Medicare/Medicaid  Automated  Certification  system.  It  has  also  enabled  HCFA  to 
cooperate  with  other  governmental  organizations  in  efforts  to  eliminate  from 
their  respective  data  files  individuals  who  are  receiving  benefits  inappropriately. 
In  recent  years,  the  staff  levels  for  these  activites  have  been  substantially  pared 
to  reflect  the  shift  of  priorities  from  system  design  to  system  refinement.  In  FY 
1983,  these  essential  activities  will  be  conducted  at  approximately  the  same  staff 
levels  as  in  FY  1982. 

As  HCFA  reduces  the  size  of  its  workforce,  its  need  for  an  expanding  systems 
network  also  diminishes.  Thus,  staffing  decreases  in  the  ADP  and 
telecommunications  support  function  will  be  taken  in  those  offices  that  service 
the  administrative  and  central  office  record-keeping  activities  of  HCFA.  In  FY 
1983,  HCFA  will  also  continue  to  reduce  this  support  staff  to  reflect  the  shift  to 
systems  refinement  from  systems  design.  HCFA's  current  analysis  of  its  needs  for 
information  and  data  processing,  scheduled  for  completion  in  late  FY  1982,  will 
reflect  these  changes  in  the  system's  performance  parameters. 


8.  Provide  general  administrative  support  to  HCFA's  Administrator  and  programs 
(-35  positions). 

In  recent  years,  HCFA  has  sought  to  increase  the  cost-effectiveness  of  its  general 
administrative  support  activities.  These  services  include  such  activities  as 
budget,  financial  and  accounting  services,  and  the  tracking  of  HCFA's  policy 
issuances  and  correspondence.  As  the  rest  of  the  Agency  is  reduced,  the  need  for 
general  administrative  support  will  also  be  reduced  in  such  areas  as  personnel, 
administrative  support,  management  analysis,  etc. 

In  FY  1983,  HCFA  will  continue  to  pursue  increased  cost  effectiveness  through 
reorganization  and  reconfiguration  of  duties.  During  FY  1982,  HCFA  intends  to 
conduct  a  thorough  revaluation  of  its  organizational  structure  and  distribution  of 
functions.  It  is  anticipated  that  the  conclusions  of  the  study  will  be  incorporated 
into  staffing  reductions  in  this  function,  as  well  as  the  others  described  above. 
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HEALTH  CARE  FINANCING  ADMINISTRATION 

PROGRAM  MANAGEMENT 

Estimates  for  Consultant  Services 


Program  Activity 

1.  PSRO 

2.  Research,  demonstration  and 

evaluation 

3.  State  certification 

4.  Administrative  Costs 

Total 


FY  1981 

524 

20 
75 
187 
806 


Obligations 


FY  1982 

1,600 

1,673 
3,273 


FY  1983 

2,000 
535 
2,165 
4,700 


Description  of  the  Need  for  Consultant  Services 

1.  Research,  demonstration  and  evaluation 

Evaluations  performed  by  contract  are  designed  to  determine  the  effect  of  HCFA 
programs  on  both  their  target  populations  and  attainment  of  program  goals. 

2.  State  certification 

Because  of  the  highly  specialized  requirements  associated  with  psychiatric 
hospital  surveys,  these  surveys  are  performed  by  contract. 

3.  Administrative  Costs 

A  number  of  studies  will  be  performed  in  areas  related  to  fraud,  waste  and  abuse 
and  ADP  requirements. 


Monday,  March  8,  1982. 


OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 

WITNESSES 

DORCAS  R.  HARDY,  ASSISTANT  SECRETARY 

CLARENCE  HODGES,  COMMISSIONER,  ADMINISTRATION  FOR  CHILDREN, 

YOUTH  AND  FAMILIES 
LENNIE-MARIE   P.   TOLLIVER,   COMMISSIONER,   ADMINISTRATION  ON 

AGING 

JOSEPH  A.  MOTTOLA,  DIRECTOR,  OFFICE  OF  MANAGEMENT  SERVICES 
MICHIO  SUZUKI,  DEPUTY  DIRECTOR,  OFFICE  OF  PROGRAM  COORDINA- 
TION AND  REVIEW 
THOMAS  BRUENING,  ACTING  EXECUTIVE  DIRECTOR,  WORK  INCENTIVE 
PROGRAM 

ANTHONY  L.  ITTEILAG,  DEPUTY  ASSISTANT  SECRETARY,  BUDGET 

Mr.  Natcher.  The  committee  will  come  to  order. 

We  take  up  at  this  time  the  Office  of  Human  Development  Serv- 
ices. We  have  before  the  committee  Ms.  Dorcas  R.  Hardy,  Assistant 
Secretary  for  Human  Development  Services. 

Ms.  Hardy,  we  will  insert  your  statement  in  the  record  in  its  en- 
tirety and  you  may  proceed  as  you  wish. 

Ms.  Hardy.  Thank  you,  Mr.  Chairman. 

First  I  would  like  to  introduce  to  you  my  colleagues  who  are  here 
with  me.  Here  is  Chick  Manzano,  Acting  Deputy  Assistant  Secre- 
tary; Lennie-Marie  Tolliver,  Commissioner  on  Aging,  Joseph  Mot- 
tola,  Director  of  Management  Services;  Clarence  Hodges,  Commis- 
sioner of  Children  and  Youth. 

You  know  Tony  Itteilag,  Deputy  Assistant  Secretary. 

Mr.  Natcher.  We  are  delighted  to  have  all  of  you  before  the 
committee  at  this  time. 

Ms.  Hardy.  I  would  like  to  make  some  brief  remarks  to  provide  a 
framework  for  this  $4.8  billion  request.  It  has  three  underlying 
principles. 

One  is  that  a  common  goal  of  all  the  Human  Development  Serv- 
ices programs  is  social  and  economic  self-sufficiency.  We  believe 
that  a  policy  of  sound  economic  growth  is  the  best  means  of  pro- 
moting social  and  economic  sufficiency  for  the  largest  number  of 
needy  Americans.  We  are  very  committed  to  restraining  federal 
spending  as  an  essential  part  of  the  successful  implementation  of 
the  President's  economic  recovery  program  and,  at  the  same  time, 
we  are  convinced  that  a  combination  of  reductions  and  economic 
growth  will  result  in  long-term  social  and  economic  self-sufficiency 
for  the  greatest  number  of  needy  Americans. 

Second,  our  request  is  based  on  the  belief  that  the  primary  re- 
sponsibility for  responding  to  social  and  economic  needs  lies  with 
individuals  and  families  and  the  communities  in  which  they  live. 

(195) 
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When  there  is  need  for  assistance  and  when  that  need  arises,  we 
believe  that  it  is  best  defined  and  administered  through  private 
and  public  institutions  at  levels  which  are  closest  to  the  problems 
of  those  people,  state  and  local  governments,  area  agencies  on 
aging,  local  grantees,  private  organizations. 

Therefore,  we  believe  HDS,  Human  Development  Services, 
should  consciously  structure  its  delivery  of  services  to  foster 
independence  of  our  citizenry,  rather  than  increased  reliance  on 
public  support. 

Third,  we  are  requesting  substantial  resources  be  directed  to  the 
most  vulnerable  Americans.  For  example,  our  Head  Start  program. 
We  believe  these  funds  requested  are  intended  to  meet  our  federal 
share  of  responsibility  to  those  truly  needy  citizens. 

In  summary,  our  budget  assumes  a  share  of  responsibility  for  na- 
tional economic  recovery,  it  proposes  to  administer  resources  with 
a  view  to  maximizing  efficiency  and  cost-effectiveness  and  we  want 
to  foster  individual  state  and  local  responsibility,  as  well  as  the  au- 
thority for  managing  programs  for  the  truly  needy.  Our  budget 
provides  for  federal  participation  and  funding  for  programs  admin- 
istered by  state  and  local  authorities  and,  last  but  not  least,  it  is 
committed  to  maintaining  a  direct  federal  management  role  for 
those  programs  that  respond  to  priority  national  concerns. 

Thank  you,  Mr.  Chairman. 

[Statement  of  Ms.  Hardy  follows:] 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Statement  by  the  Assistant  Secretary  for  Human  Development 
Services 

Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the  fiscal 
year  1983  budget  request  for  programs  administered  by  the 
Office  of  Human  Development  Services.    A  total  of 
$4,827,262,000  is  requested  to  support  social  programs  which 
serve  children  and  youth  and  their  families,  the  elderly,  the 
handicapped,  those  who  are  deveiopmentally  disabled,  and  Native 
Americans.     Of  the  total  requested,  $1,974,126  000  is  requested 
for  the  Human  Services  Block  Grant  appropriation; 
$2,415,725,000  is  requested  for  the  Services  to  Selected  Groups 
appropriation;  $57,291,000  is  requested  for  the  Human  Resources 
Research  and  Demonstration  appropriation;  and  $380,120,000  is 
requested  for  the  Child  Welfare  Block  Grant  appropriation.  No 
funds  are  requested  for  the  Work  Incentive  Program.     Nor  is  new 
budget  authority  requested  for  Scientific  Activities  Overseas. 
In  1983,  this  program  will  be  supported  from  funds  appropriated 
in  prior  years.     Our  budget  request  for  these  programs  is 
consistent  with  the  President's  budget  policy  to  restrain 
Federal  spending.     The  consolidations  proposed  in  this  budget 
request  are  consistent  with  the  Administration's  policies  to 
increase  State  flexibility  to  program  and  administer  resources 
and  to  simplify  Federal  administrative  and  oversight 
responsibilities. 

A  level  of  $1,974,126,000  is  requested  for  the  Human  Services 
Block  Grant  to  continue  support  for  a  variety  of  social 
services  at  the  State  level.     This  is  the  same  level  which  the 
President  proposed  in  his  September  budget  revisions  for  1982. 
Services  which  a  State  may  choose  to  provide  may  include,  but 
are  not  limited  to:  child  and  adult  day  care  services, 
protective  services,  foster  care,  transportation,  family 
planning,  training,  information  and  referral,  counseling, 
delivery  of  meals,  and  health  support.     It  is  expected  that 
States  will  eliminate  unproductive  projects  and  target 
resources  on  those  who  are  most  in  need. 

A  level  of  $2,415,725,000  is  requested  for  the  new  Services  to 
Selected  groups  appropriation.     This  appropriation  includes 
many  programs  which  were  formerly  in  the  Human  Devlopment 
Services  appropriation,  as  well  as  Rehabilitation  Services  and 
Special  Institutions  previously  administered  by  the  Department 
of  Education. 

The  President's  commitment  to  the  Head  Start  program  is 
reflected  by  a  1983  budget  request  of  $912,000,000.  The 
amount  requested  will  support  the  delivery  of 
comprehensive  child  development  services  to  377,300 
preschool  children  and  their  families,  the  same  number  of 
children  as  were  enrolled  in  fiscal  year  1982. 
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For  the  Administration  on  Aging,  a  level  of  $652,158,000 
is  requested  to  provide  a  full  range  of  social  and 
nutrition  services  to  approximately  3.2  million  elderly 
persons.    This  request  includes  a  proposed  transfer  to 
the  Aging  program  of  the  Department  of  Agriculture 
administered  food  commodities  program  for  the  elderly. 
This  transfer  will  simplify  program  administration  at 
both  Federal  and  State  levels. 

In  1983,  the  Administration  is  proposing  to  transfer  the 
Department  of  Education's  Rehabilitation  Services 
programs  to  the  Office  of  Human  Development  Services. 
Within  the  Services  to  Selected  Groups  appropriation  a 
total  of  $706,730,000  is  requested  for  Rehabilitation 
Services  and  Special  Institutions  which  include  the 
American  Printing  House  for  the  Blind,  the  National 
Technical  Institute  for  the  Deaf,  and  Gallaudet 
College.     In  1983  Rehabilitation  Services  activities 
will  be  supported  at  a  level  of  $623,509,000.  The 
proposed  consolidation  of  special  purpose  activities 
will  provide  greater  State  flexibility  and  simplify 
Federal  regulations  and  oversight  responsibilities.  The 
Rehabilitation  Services  programs  will  be  discussed  in 
detail  when  the  Department  of  Education  testifies  before 
the  Congressional  appropriations  subcommittees. 

For  Developmental  Disabilities  State  Grants  and 
Advocacy,  a  level  of  $31,977,000  is  requested.  The 
program  will  continue  to  coordinate,  monitor,  and 
evaluate  services  provided  to  the  developmentally 
disabled  and  to  provide  for  systems  of  protection  and 
advocacy  of  individual  rights  of  persons  who  are 
developmentally  disabled.    We  will  continue  the  most 
productive  special  projects  and  university  affiliated 
facility  projects  under  the  Human  Resources  Research 
and  Demonstration  appropriation. 

For  Native  American  programs,  $23,282,000  is  requested. 
The  request  will  provide  support  to  improve  the  quality 
of  life  for  Native  Americans  and  to  improve  management 
capabilities  of  Indian  tribes  and  organizations.  We 
expect  to  make  grants  to  135  tribal  and  other  Native 
American  organizations  under  this  1983  request. 

An  amount  of  $65,089,000  is  requested  for  Human 
Development  Services  Federal  Administration  and 
$13,269,000  is  requested  for  Rehabilitation  Services 
Federal  Administration.     These  funds  will  provide 
effective  and  efficient  management  of  all  programs 
administered  by  the  Office  of  Human  Development  Services. 
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A  level  of  $57,291,000  is  requested  for  the  new  Human  Resources 
Research  and  Demonstration  appropriation.     Of  this  amount, 
$26,491,000  will  support  the  National  Institute  of  Handicapped 
Research  which  the  Administration  proposes  to  transfer  from  the 
Department  of  Education.     This  program  will  be  discussed  in 
detail  when  the  Department  of  Education  testifies  before  the 
Congressional  appropriation  subcommittees.     The  balance  of 
$30,800,000  will  support  research,  demonstration,  training, 
technical  assistance  and  evaluations  in  the  areas  of  child 
welfare,  day  care,  youth,  child  and  family  development,  child 
abuse  and  neglect,  improving  services  to  the  developmentally 
disabled,  and  cross-cutting  research,  including  technology 
transfer. 

We  are  also  recommending  $380,120,000  and  new  substantive 
legislative  changes  in  order  to  finance  a  new  Child  Welfare 
Block  Grant  appropriation.     The  request  proposes  to  consolidate 
major  children's  services  authorities,  including:  Child  Welfare 
Services,  Child  Welfare  Training,  Foster  Care,  and  Adoption 
Assistance,  into  a  single,  flexible  block  grant  to  the  States. 
The  burden  of  cumbersome  Federal  regulations  will  be  reduced 
while  criteria  for  sound  program  mamagement  will  be 
maintained.     This  request  is  based  on  the  assumption  that 
Congress  will  enact  the  required  enabling  legislation  prior  to 
the  enactment  of  1983  appropriations. 

Thank  you,  Mr.  Chairman.  My  colleagues  and  I  will  be  happy  to 
answer  any  questions  you  and  the  committee  may  have. 


201 


Mr.  Natcher.  Thank  you  very  much,  Ms.  Hardy. 

As  you  have  indicated  to  the  committee,  the  total  budget  request 
for  your  office  is  $4,827,262,000  for  the  fiscal  year  1983.  What  do 
your  figures  show  for  fiscal  year  1982  on  a  comparable  basis? 

Mr.  Itteilag.  Mr.  Chairman,  that  amount  is  $5,895  billion. 

Mr.  Natcher.  The  difference  being  how  much? 

Mr.  Itteilag.  The  difference  is  $1.1  billion,  Mr.  Chairman. 

Mr.  Natcher.  So  your  1983  budget  is  about  $1  billion  below  the 
amount  for  1982.  Does  a  reduction  of  that  magnitude,  Ms.  Hardy, 
cause  you  any  concern? 

Ms.  Hardy.  Mr.  Chairman,  I  think  the  reduction  is  in  keeping 
with  the  President's  September  budget  requests  and  I  believe  that 
we  can  operate  the  programs  that  we  are  mandated  to  do  with 
those  dollars. 

Mr.  Natcher.  Your  budget  contains  funding  for,  as  you  pointed 
out  to  the  committee,  Head  Start,  child  abuse,  programs  for  the 
aging,  work  incentive  programs,  and  a  number  of  other  major  pro- 
grams that  are  of  great  concern  to  the  people.  You  would  agree 
with  that,  Ms.  Hardy? 

Ms.  Hardy.  Yes,  sir. 

LEGISLATIVE  CHANGES 

Mr.  Natcher.  In  examining  the  budget  for  your  office,  we  find 
that  you  are  requesting  appropriation  bill  language  in  several  in- 
stances to  amend  the  authorizing  legislation.  How  much  of  your 
total  budget  request  is  based  on  changing  current  law? 

Ms.  Hardy.  The  budget  request,  Mr.  Chairman,  is  based  primar- 
ily on  current  law.  We  will  be  submitting  new  legislation  to  imple- 
ment the  Child  Welfare  Block  Grant.  But  I  do  not  anticipate  that 
that  budget  request  would  change  in  any  way. 

Mr.  Natcher.  You  have  no  request  for  appropriation  bill  lan- 
guage changing  any  part  of  the  basic  law  for  these  programs? 

Ms.  Hardy.  Child  welfare. 

Mr.  Natcher.  Other  than  child  welfare,  anything  else? 

Mr.  Itteilag.  Mr.  Chairman,  let  me  

Mr.  Natcher.  What  about  Title  XX? 

Mr.  Itteilag.  Yes,  sir,  Mr.  Chairman.  We  are  asking  that 
through  appropriation  language,  that  the  amount  to  be  provided 
under  Title  XX  be  limited  to  $1,974  billion  in  fiscal  year  1983. 

Mr.  Natcher.  So  those  are  some  of  the  legislative  changes  that 
you  are  requesting? 

Mr.  Itteilag.  Those  are  the  changes  that  involve  point  of  order 
language  to  this  committee. 

Let  me  also  say,  Mr.  Chairman,  with  respect  to  the  proposed 
Child  Welfare  block  grant,  we  are  asking  for  a  legislative  change 
for  that  at  the  same  time. 

Mr.  Natcher.  Assuming  that  Congress  fails  to  enact  the  pro- 
posed legislative  changes  for  fiscal  year  1983,  what  adjustments 
would  have  to  be  made  in  your  budget? 

Mr.  Itteilag.  Mr.  Chairman,  in  Title  XX  we  are  asking  for  an 
appropriations  limitation  only.  We  are  not  asking  for  revised  legis- 
lation. 
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My  understanding  is  that  without  that  limitation  in  appropri- 
ations language  the  Human  Services  block  grant  would  be  approxi- 
mately $500  million  higher  than  the  amount  we  have  presented  to 
you. 

Mr.  Natcher.  Title  XX,  for  example  is  an  entitlement  program, 
as  you  know. 

Mr.  Itteilag.  Yes,  sir,  Mr.  Chairman,  it  is  an  entitlement. 

Mr.  Natcher.  What  about  foster  care?  That  is  an  entitlement 
program  also.  Are  you  asking  for  changes  there? 

Ms.  Hardy.  We  are  asking  for  legislative  changes,  yes,  sir.  I 
would  not  see  any  differences  in  the  budget  as  we  proceed  because 
of  the  legislation. 

Mr.  Natcher.  You  are  assuming  the  legislative  changes  will  be 
enacted,  right? 

Ms.  Hardy.  I  am  hopeful  that  the  legislative  changes  will  be  en- 
acted but,  regardless  of  that,  this  budget  request  would  stand,  I  be- 
lieve. 

Mr.  Natcher.  All  right.  For  the  record,  develop  a  listing  of  each 
budget  activity  which  requires  a  change  in  legislation,  in  the 
record. 

[The  information  follows:] 

Human  Development  Services  program  activities  which  will  require  legislative 
changes  are: 

Human  Services  Block  Grant:  Changes  requested  in  appropriation  language. 
Services  to  Selected  Groups:  Development  Disabilities;  State  Grants  and  Advoca- 
cy— Changes  requested  in  appropriation  language. 
Child  Welfare  Block  Grant:  new  legislation  to  be  proposed. 

Mr.  Natcher.  Also  for  the  record  describe  how  you  propose  to 
change  current  law  and  identify  the  amount  of  the  savings  in- 
volved. 

[The  information  follows:] 

The  following  legislative  changes  are  proposed: 

For  the  Human  Services  Block  Grant,  appropriation  language  is  requested  to 
limit  total  State  entitlement  to  $1,974,126,000  in  fiscal  year  1983.  The  current  law 
authorizes  $2,450,000,000  as  the  1983  entitlement.  Acceptance  of  the  appropriation 
language  requested  will  save  $475,874,000.  Language  is  also  requested  to  permit 
States  to  include  Work  Incentive  (WIN)  activities  as  part  of  allowable  services.  Ac- 
ceptance of  this  language  will  allow  States  to  continue  WIN  activities  in  the  absence 
of  a  WIN  appropriation. 

For  Services  to  Selected  Groups,  appropriation  language  is  requested  to  permit 
funding  below  the  minimum  levels  established  in  the  authorizing  legislation.  Ac- 
ceptance of  the  appropriation  language  will  save  $4,123,000. 

For  the  Child  Welfare  Block  Grant,  new  legislation  is  proposed  to  consolidate  pro- 
grams in  the  Child  Welfare  area:  Aid  to  Families  with  Dependent  Children — Foster 
Care,  Adoption  Assistance,  Child  Welfare  Services  State  Grants,  and  Child  Welfare 
Services  Training.  This  consolidation  into  a  single  funding  source  will  provide  funds 
to  States  and  territories  with  fewer  requirements  and  burdensome  regulations,  and 
will  allow  States  and  territories  to  use  these  funds  to  meet  their  particular  needs 
consistent  with  local  priorities.  Acceptance  of  this  proposal  will  save  over 
$200,000,000  from  current  law  authorizations  and  entitlement  estimates,  while 
maintaining  the  safeguards  included  in  Public  Law  96-272. 

Mr.  Natcher.  What  is  the  status  of  the  legislation  relating  to  the 
Child  Welfare  block  grant? 

Ms.  Hardy.  That  legislation  is  at  the  Office  of  Management  and 
Budget  and  should  be  returned  to  the  Department  shortly.  I  believe 
it  will  be  submitted  to  Congress  in  the  next  two  weeks. 
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Mr.  Natcher.  Concerning  the  Human  Services  block  grant,  how 
much  is  authorized  for  Title  XX  for  fiscal  year  1983. 

Ms.  Hardy.  About  $1.9  billion.  You  said  1983? 

Mr.  Itteilag.  Let  me  correct  that.  He  asked  for  the  authoriza- 
tion. 

Mr.  Natcher.  We  want  you  to  tell  us  how  much  is  authorized. 
Ms.  Hardy.  2.45  billion,  Mr.  Chairman. 

Mr.  Natcher.  We  agree  that  Title  XX  is  an  entitlement  pro- 
gram; that  is  correct,  is  it  not? 

Ms.  Hardy.  Yes,  I  understand  it  to  be  an  appropriated  entitle- 
ment, yes,  sir. 

Mr.  Natcher,  Are  you  going  to  propose  legislation  to  the  author- 
izing committee  to  cap  the  Title  XX  authorization  ceiling? 

Mr.  Suzuki.  Mr.  Chairman,  there  is  no  proposal  to  change  the 
authorizing  language,  but  just  to  change  the  dollar  amounts  in  the 
appropriation  request  as  such  and  in  the  budget  bill. 

Mr.  Natcher.  Now  that  is  what  we  are  talking  about.  Doesn't 
that  require  a  change  in  the  law? 

Mr.  Suzuki.  It  is  our  understanding,  that  the  appropriation  lan- 
guage can  be  a  vehicle  by  which  the  authorized  entitlement  provi- 
sion of  Title  XX  can  be  reduced. 

Mr.  Natcher.  You  know,  that  has  been  tried  4,720  times  in  the 
last  year — I  think  my  friend  Mr.  Conte  would  agree  with  me  on 
that — in  this  subcommittee. 

That  of  course  is  subject  to  a  point  of  order.  Any  member  of  the 
House  could  stand  up  and  make  a  point  of  order  against  it  and  out 
it  goes.  Would  you  agree  on  that? 

Mr.  Itteilag.  I  am  not  sure  of  that,  Mr.  Chairman. 

With  all  due  respect,  it  is  an  appropriations  limitation,  much  as 
the  foster  care  program  is  under  a  similar  limitation  in  fiscal  year 
1982.  So  I  would  think  that  could  withstand  a  point  of  order. 

Mr.  Natcher.  You  think  it  would  be  all  right?  When  we  present 
the  bill,  you  will  go  with  us,  won't  you?  We  will  take  you  with  us. 
If  Mr.  Conte  agrees,  we  will  take  him  right  along  with  us  and  we 
will  let  you  defend  it  on  the  floor  because  we  will  certainly  need 
you. 

The  Reconciliation  Act  made  substantial  changes  in  Title  XX  leg- 
islation, as  you  know.  What  is  the  status  of  the  regulations  to  carry 
out  the  new  law? 

Ms.  Hardy.  The  Title  XX  legislation  has  become  the  Social  Serv- 
ices block  grant  and  the  old  regulations  have  been  substantially  re- 
vised and  reduced  and  they  have  been  promulgated  as  of  this  fall. 

Mr.  Natcher.  You  are  requesting  $1,974,126,000  for  Title  XX 
Social  Services.  How  did  you  derive  such  a  precise  figure?  Why  not 
just  round  it  to  an  even  $2  billion,  or  $1,950  billion.  Why 
$1,974,126,000? 

Ms.  Hardy.  I  do  not  have  the  exact  answer  to  that,  but  I  would 
look  at  the  decrease,  which  is  $500  million,  and  look  at  it  that  way 
in  terms  of  suggesting  reductions  in  the  Social  Services  block  grant 
equal  to  $500  million. 
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TITLE  XX  RECIPIENTS 

Mr.  Natcher.  How  many  individuals  received  Title  XX  services 
in  fiscal  1981? 

Mr.  Suzuki.  We  have  a  count  of  about  7.7  million  primary  recipi- 
ents. The  total  number  that  have  been  served  in  the  past  few  years 
approaches  about  10  million  separate  individuals,  but  the  primary 
recipient  is  the  count  that  states  have  been  reporting  to  us.  In 
other  words,  the  mother  who  needs  child  care  for  her  children  so 
that  two  children  get  day  care,  we  count  the  mother  as  the  pri- 
mary recipient  and  she  is  the  one  being  helped  to  go  to  training  or 
to  employment.  We  have  about  7.7  million. 

Mr.  Natcher.  Do  you  have  any  idea  how  many  would  be  served 
in  1982  and  how  many  you  anticipate  for  1983? 

Mr.  Suzuki.  It  is  very  difficult  to  project  what  the  change  will  be. 
There  have  been  some  recent  studies  by  national  organizations  pro- 
jecting a  reduction  on  the  straight  line  basis  to  about  4.4  million 
individuals.  That  does  not  take  into  account  any  modification  in 
the  mixture  of  services  or  the  eligibility  that  states  will  use  for  the 
services,  nor  does  it  in  any  way  take  into  account  some  of  the 
measures  that  the  states  have  put  in,  such  as  user  fees,  transfer  of 
low-income  energy  block  grants  as  permitted  by  law,  targeting  of 
the  services,  and  certainly  they  have  been  cutting  out  some  serv- 
ices. So  while  the  actual  figure  is  not  known,  there  are  estimates. 

Obviously,  with  the  reduction  in  funding,  it  can  be  assumed 
there  will  be  fewer  individuals  served.  But  what  that  number  will 
be,  I  think  the  recent  studies  projecting  figures  are  at  best  an  ex- 
treme reduction. 

TITLE  XX  REPORTING  REQUIREMENTS 

Mr.  Natcher.  What  reporting  requirements  are  imposed  on  the 
States  under  the  Social  Services  block  grant  program? 

Ms.  Hardy.  States  are  required  to  submit  a  preexpenditure 
report,  Mr.  Chairman,  and  also  a  postexpenditure  report  and  an 
audit  is  conducted  every  two  years.  The  states  submitted  their  re- 
ports this  past  fall  and,  as  Mr.  Suzuki  indicated,  we  have,  in  the 
five  months  that  the  block  grant  has  been  operating,  some  indica- 
tions as  to  what  kind  of  services  have  been  delivered  and  how 
States  have  changed  the  service  mix  or  changed  the  kinds  of  serv- 
ices. 

Mr.  Natcher.  Mr.  Conte? 

BASIS  FOR  TITLE  XX  BUDGET  REQUEST 

Mr.  Conte.  On  what  data  are  you  basing  your  budget  request  for 
a  reduction  of  $426  million  for  the  Human  Services  block  grant? 
That  amounts  to  a  33  percent  cut  in  two  years. 

Ms.  Hardy.  The  primary  basis  is  a  slowing  of  the  rate  of  federal 
growth. 

Another  important  area  is  that  with  the  states  taking  over  the 
block  grants,  the  economies  of  scale  can  be  carried  out  at  the  state 
level.  We  hear  of  that  occurring  in  our  discussions  with  state  legis- 
lators and  with  state  social  welfare  people,  and  I  anticipate  that  we 
will  continue  to  hear  more. 
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Mr.  Conte.  Is  it  your  expectation  that  states  will  have  to  reduce 
their  support  of  services  like  day  care,  foster  care,  counseling,  pro- 
tected services  by  a  third? 

Ms.  Hardy.  No.  I  think  the  states  will  have  the  opportunity  to 
decide  how  they  will  spend  those  dollars.  I  think,  as  Mr.  Suzuki  has 
said,  if  we  take  a  straight  line  of  the  number  of  dollars  this  year 
versus  the  number  of  dollars  last  year,  one  could  say  there  would 
be  reduction  in  services.  At  the  same  time  I  think  the  states  are 
being  very  creative  in  terms  of  looking  at  the  most  effective  serv- 
ices and  finding  other  dollars  for  some  of  those  services  that  they 
are  decreasing. 

Mr.  Conte.  The  only  thing  is  that  some  of  us  who  voted  for  the 
cut  went  out  and  told  the  states  that  they  were  going  to  put  it  in  a 
block  grant,  there  would  be  a  25  percent  cut;  all  of  a  sudden  in 
midstream  we  change  it,  make  it  33  percent.  I  do  not  think  that  is 
kosher. 

Ms.  Hardy.  This  was  in  the  President's  September  budget  re- 
quest. 

Mr.  Conte.  Yes.  I  did  not  agree  with  that  either,  because  that 
was  after  we  all  agreed,  Gramm-Latta,  everything  else;  all  of  a 
sudden,  boom,  up  comes  a  new  budget  in  September. 

You  cannot  play  ball  that  way,  not  around  here.  If  I  did  that,  my 
name  would  be  mud  in  this  Congress.  You  give  somebody  your 
word,  you  carry  through.  That  was  a  tough  battle  to  make  that  25 
percent  cut. 

EFFECTIVENESS  OF  TITLE  XX 

Now,  considering  that  the  Human  Service  block  grant  began 
only  in  October,  do  you  have  any  data  to  fully  evaluate  the  effec- 
tiveness and  on  which  to  recommend  a  reduction  of  this  $426  mil- 
lion? 

Ms.  Hardy.  We  have  some  preliminary  data  that  indicates  how 
the  states  are  adjusting  to  the  use  of  the  Social  Services  block 
grant  moneys.  They  have  dropped  some  less  effective  services,  they 
have  targeted  eligibility;  they  have  used  private  support,  put  in 
some  state  support.  We  do  not  know  at  this  point  exactly  what 
each  state  has  done. 

Mr.  Conte.  When  you  get  it,  we  would  like  to  get  a  hold  of  that. 
It  will  be  very  important  for  us. 

TRANSFERS  BETWEEN  BLOCK  GRANTS 

Now  states  are  permitted,  as  the  gentleman  said,  the  transfer  of 
funds  from  block  grants  to  health  or  energy  assistance  block  grants 
and  vice  versa.  Do  we  have  any  data  of  the  number  of  states  that 
have  transferred  funds  from  one  block  grant  to  another? 

Ms.  Hardy.  So  far  we  know  that  three  states  have  participated 
in  that  transfer. 

Mr.  Conte.  No  others  have  effected  transfer? 

Mr.  Suzuki.  This  morning  we  were  informed  by  the  National 
Governors  Association  that  upwards  of  20  states  moved  funding 
from  the  low-income  energy  assistance  block  grant  to  the  Social 
Services  block  grant.  The  National  Governors  Association  has  been 
doing  a  survey.  We  asked  for  the  full  information,  but  were  given 
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the  information  this  morning  about  the  transfer  from  low-income 
energy  to  Social  Services.  That  seems  to  be  one  of  the  more 
common  shifts  taking  place  under  the  statutory  provision. 

Mr.  Conte.  Can  you  get  me  that  information  and  how  much  they 
transferred? 

Mr.  Suzuki.  Certainly,  sir. 

[The  information  follows:] 

Transfer  Between  Block  Grants 

The  following  States  have  transferred  or  plan  to  transfer  funds  from  the  Low 
Income  Energy  Assistance  Program  to  the  Social  Services  Block  Grant  in  the 
amounts  indicated: 


Alabama- 
Arkansas. 
California . 

Florida  

Georgia  

Iowa  

Kansas...... 

Kentucky , 
Louisiana . 
Maryland . 


$1,200,000 
1,146,235 
6,417,138 
2,300,000 
1,139,000 
1,600,000 
1,500,000 
1,714,883 
766,263 
2,200,000 


Missouri  

Montana  

Nebraska  

New  York  

South  Dakota 

Vermont  

Wisconsin  

Wyoming  


Total. 


3,000,000 
834,362 

1,600,000 
17,000,000 
975,350 
150,000 

2,800,000 
500,000 

46,843,231 


The  State  of  New  Mexico  transferred  $844,800  from  the  Social  Services  Block 
Grant  to  Substance  Abuse. 

Mr.  Conte.  Maybe  we  put  too  much  money  in  energy. 
Mr.  Suzuki.  I  could  not  comment  on  that. 
Mr.  Conte.  I  would  like  to  see  those  figures. 

PRE-EXPENDITURE  REPORTS 

Did  all  the  states  submit  a  report  on  how  they  plan  to  use  these 
funds  in  fiscal  year  1982? 
Mr.  Suzuki.  Yes. 
Ms.  Hardy.  Yes. 

HEAD  START  PROGRAM 

Mr.  Conte.  Now,  your  budget  calls  for  essentially  level  funding 
the  Head  Start  program  in  fiscal  year  1983,  $912  million,  and  at 
that  funding  level  can  you  maintain  the  enrollment  of  377,000  chil- 
dren that  you  now  serve? 

Ms.  Hardy.  We  believe  we  can.  We  believe  that  through  manage- 
ment improvements  in  the  Head  Start  program  we  can  continue  to 
serve  those  377,000  children  and  we  would  like  to  even  serve  more. 

Mr.  Conte.  What  percentage  of  the  nation's  three-  to  five-year- 
olds  does  Head  Start  serve? 

Ms.  Hardy.  We  serve — Head  Start  serves  20  percent  of  the  eligi- 
ble population  of  three-  to  five-year-olds. 

Mr.  Conte.  I  see  your  budget  actually  calls  for  shifting  some 
funds  for  research  and  demonstration  under  Head  Start,  about  $4.2 
million  to  local  Head  Start  projects.  Why  are  you  shifting  these 
funds?  Does  this  mean  you  believe  there  is  considerably  less  need 
for  research  and  demonstration  programs? 

Mr.  Hodges.  If  I  may,  we  have  just  completed  some  major  re- 
search projects  that  were  rather  expensive.  For  that  reason  we  will 
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still  be  benefiting  from  this  research  for  a  number  of  years  to 
come. 

We  are  looking  at  doing  everything  we  can  do  from  our  end  to 
make  sure  that  there  is  not  a  reduction  of  quality  or  reduction  of 
the  number  of  children  we  are  serving.  With  this  kind  of  shift,  our 
research  does  not  suffer  because  we  are  just  completing  some  very 
important  research  and  we  are  able  to  maintain  enrollment,  to 
maintain  quality  and  to  do  what  is  best  for  those  preschoolers  that 
we  are  serving. 

Mr.  Conte.  How  many  paid  staff  and  how  many  volunteers  par- 
ticipate in  the  Head  Start  program? 

Ms.  Hardy.  There  are  about  73,000  paid  staff  and  about  495,000 
volunteers. 

CHILD  ABUSE  AND  NEGLECT 

Mr.  Conte.  I  notice  you  are  reducing  funding  for  the  Child  Abuse 
and  Neglect  program  by  nearly  one-third,  $2.1  million.  On  what 
reasoning  are  you  basing  that  proposal?  Your  own  data  shows  that 
more  than  1  million  children  are  seriously  abused  each  year. 

Ms.  Hardy.  I  think  we  need  to  look  at  the  Child  Abuse  and  Ne- 
glect program  as  a  total  piece.  We  have  a  state  grant  piece,  where 
we  are  proposing  reductions.  We  also  have  a  discretionary  piece  for 
which  we  are  asking  for  level  funding. 

So,  the  total  across  the  board  is  certainly  not  33  percent.  I  can 
calculate  it  for  you. 

In  terms  of  the  number  of  child  abuse  cases,  I  think  the  inci- 
dence of  reporting  has  certainly  risen  with  the  awareness  of  child 
abuse  throughout  the  country.  We  also  feel  that  many  of  the  suc- 
cessful child  abuse  and  neglect  projects  throughout  the  country  are 
being  funded  with  private  support  and  community  support  dollars, 
and  they  are  not  all  federally-funded.  We  are  asking  to  continue 
the  discretionary  portion  of  the  program  at  about  $11  million  and 
the  state  grant  side  would  be  reduced. 

Mr.  Conte.  Is  the  incidence  of  child  abuse  and  neglect  on  the  in- 
crease? 

Mr.  Hodges.  The  reporting  is  on  the  increase.  We  have  an  in- 
crease of  numbers.  We  are  concerned  that  whenever  there  is  in- 
creased stress  on  families  there  is  an  increase  in  these  reportable 
incidents.  The  states  are  working  very  diligently  to  resolve  these 
problems  of  abuse  with  the  services  that  we  are  funding  in  the  way 
of  child  welfare  services.  We  are  confident  with  these  services  and 
this  support,  particularly  the  research  that  has  gone  on  in  our  Na- 
tional Center  for  Child  Abuse  and  Neglect,  that  this  information 
being  made  available  to  all  the  states  is  making  them  more  effec- 
tive in  dealing  with  the  problems  of  child  abuse. 

RUNAWAY  YOUTH  PROGRAM 

Mr.  Conte.  I  see  you  are  cutting  the  Runaway  and  Homeless 
Youth  program  by  40  percent,  $3.9  million.  Why  are  you  proposing 
such  an  extreme  reduction  in  a  single  year? 

Ms.  Hardy.  I  think  we  need  to  look  at  the  whole  Runaway  Youth 
program.  Of  the  projects  in  the  total  runaway  youth  area,  our  dol- 
lars represent  maybe  30  to  35  percent  across  the  board.  It  is  an  ex- 
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cellent  example  of  where  the  private  sector  has  provided  a  great 
deal  of  support  for  a  good  program. 

As  we  see  that  continuing,  I  think  we  can  decrease  our  federal 
dollars. 

Mr.  Conte.  How  many  runaway  youth  or  those  forced  out  of 
their  own  homes  in  the  United  States  are  there? 

Ms.  Hardy.  We  estimate  over  700,000.  I  think  that  was  1980  or 
1979. 

Mr.  Conte.  How  many  centers  would  your  budget  support? 

Ms.  Hardy.  I  think  it  depends  first,  on  what  the  actual  dollars 
would  be  and,  second,  on  exactly  how  the  commissioner  and  his 
staff  decide  to  allocate  those  dollars.  We  could  allocate  funds  across 
the  board  and  support  what  we  have  at  lower  levels  and /or  look 
more  at  who  has  what  other  kind  of  support. 

It  is  difficult  at  this  time  to  give  you  an  accurate  estimate  of  the 
number  of  centers  which  will  be  supported  in  1983. 

Mr.  Conte.  Thank  you,  Mr.  Chairman. 

Mr.  Natcher.  Mr.  Livingston? 

Mr.  Livingston.  Thank  you,  Mr.  Chairman. 

UNIVERSITY  AFFILIATED  FACILITIES 

Ms.  Hardy,  my  office  received  some  somewhat  reliable  rumors 
today  that,  despite  the  provisions  of  the  fiscal  year  1982  budget, 
there  is  some  talk  within  HHS  of  withholding  funds  provided  to 
University  Affiliated  Facilities  in  light  of  new  policy  changes. 
Under  the  continuing  resolution  Congress  specifically  funded  just 
over  $5  million  for  the  UAFs  in  this  fiscal  year. 

I  know  it  is  the  intent  of  the  subcommittee  to  proceed  with  fund- 
ing of  this  account,  special  projects  of  over  $2  million.  But  I 
wonder,  are  there  any  specific  plans  to  change  this  funding,  to 
withold  funding  for  these  programs? 

Ms.  Hardy.  There  are  no  specific  plans  to  withhold  any  dollars 
from  the  University  Affiliated  Facilities  program,  nor  would  we  en- 
tertain that  idea.  What  we  are  looking  at  is  to  compete  the  number 
of  UAFs  that  we  fund,  which  are  36  UAFs  out  of  the  49  throughout 
the  country,  and  not  all  those  UAFs  I  dare  say  are  A-plus. 

I  would  like  to  see  those  dollars  that  have  been  appropriated  go 
to  the  UAFs  that  can  compete  successfully. 

Mr.  Livingston.  How  many  would  you— — 

Ms.  Hardy.  I  would  anticipate  there  may  be  a  reduction  of  any- 
where from  8  to  16. 

Mr.  Livingston.  So  your  total  number  would  run  in  the  neigh- 
borhood of? 

Ms.  Hardy.  20  to  25  instead  of  36;  that  is  what  we  estimate  at 
this  moment. 

Mr.  Livingston.  Could  you  provide  for  the  record  a  list  of  the 
UAFs  funded  in  the  last  three  fiscal  years,  the  amount  of  the  fund- 
ing, and  the  actual  dates  they  received  their  grants. 

[The  information  follows:] 
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Listed  below  are  the  University  Affiliated  Facilities 
(UAFs)  funded  during  the  fiscal  years  1980  and  1981,  the 
amount  of  the  grant  awards  and  the  grant  period  for  each  of 
the  awards.     The  grant  award  amounts  and  the  grant  periods 
were  the  same  in  FY  80  and  FY  81. 

For  FY  82,  awards  will  be  made  on  a  competitive  basis. 
This  competition  is  based  on  a  policy  determination  that  it 
is  in  the  best  interest  of  the  UAF  program  to  concentrate 
funding  on  a  limited  number  of  high  quality  programs. 
Therefore,  awards  this  year  will  be  made  at  higher  funding 
levels,  but  to  fewer  UAFs,  than  in  the  past  while  at  the 
same  time  allocating  the  full  amount  of  support  for  the 
program  as  intended  by  Congress.     Furthermore,  this  higher 
level  of  funding  will  assist  those  UAFs  who  successfully 
compete  for  continuation  funds  to  maintain  high  quality 
programs  as  prescribed  by  Congress  in  the  standards,  to 
compensate  for  inflationary  increases  and  to  attract 
alternative  funding  sources. 


UAF 


FY  80 

and 
FY  81 
Grants 


Region  I 

Children's  Hospital 

(Boston)    $212,245 

Eunice  Kennedy  Shriver 

Center    150,000 

Region  II 

Westchester  Medical  Center  ...  280,560 
Albert  Einstein  College 

of  Medicine    150,000 

Kean  College  of  New  Jersey....  150,000 

Region  III 

John  F.  Kennedy  Institute 

(Hopkins)    296,397 

Georgetown  University    150,000 

Temple  University    150,000 

West  Virginia  University    150,000 


Grant  Period 

7/1/81-6/30/82 
7/1/81-6/30/82 

6/30/81-6/29/82 

6/30/81-6/29/82 
6/30/81/6/29/82 


6/30/81-6/29/82 
6/30/81-6/29/82 
6/30/81-6/29/82 
6/30/81-6/29/82 
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UAF 


FY  80 

and 
FY  81 
Grant j 


Grant  Period 


Region  IV 

University  of  Alabama    243,580 

University  of  Georgia    348,211 

University  of  Kentucky    150,000 

University  of  Miami    157,477 

University  of  Mississippi  ....  150,000 
University  of  North 

Carolina    150,000 

University  of  South 

Carolina    150,000 

University  of  Tennessee    191,108 

Region  V 

University  of  Cincinnati    150,000 

Ohio  State  University    162,676 

Indiana  University    231,611 

University  of  Michigan    160,700 

University  of  Wisconsin    150,000 

Region  IV 

Louisiana  State  University  ...  150,000 

Region  VII 

University  of  Iowa    150,000 

University  of  Kansas    338,941 

University  of  Missouri    150,000 

University  of  Nebraska   150,000 

Region  VIII 

University  of  Colorado    150,000 

University  of  South 

Dakota  ..•   150,000 

Utah  State  University    150,000 

Region  IX 

University  of  California 

(Los  Angeles)    174,066 

University  of  California 

(Irvine)    150,000 

Children's  Hospital 

(Los  Angeles)    150,000 


7/1/81-6/30/82 
7/1/81-6/30/82 
7/1/81-6/30/82 
7/1/81-6/30/82 
7/1/81-6/30/82 

7/1/81-6/30/82 

7/1/81-6/30/82 
7/1/81-6/30/82 


6/30/81-6/29/82 
6/30/81-6/29/82 
6/30/81-6/29/82 
6/30/81-6/29/82 
6/30/81-6/29/82 


6/30/81-6/29/82 


6/30/81-6/29/82 
6/30/81-6/29/82 
6/30/81-6/29/82 
6/30/81-6/29/82 


6/30/81-6/30/82 

6/30/81-6/30/82 
6/30/81-6/30/82 


6/30/81-6/29/82 
6/30/81-6/29/82 
6/30/81-6/29/82 
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FY  80 

and 
FY  81 

UAF  Grants  Grant  Period 


Region  X 

University  of  Oregon 
(Eugene)  

University  of  Oregon 
(Portland)   

University  of  Washington 


150,000  6/30/81-6/29/82 

150,000  7/1/81-6/30/82 
251,467  6/30/81-6/29/82 
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Mr.  Livingston.  And  if  you  can  give  us  an  idea  for  the  record 
which  one  you  are  looking  at.  That  might  also  be  helpful. 

Ms.  Hardy.  We  are  open  to  competition  from  all  of  them. 

Mr.  Livingston.  Has  there  been  any  ranking  within  your  depart- 
ment of  these  UAF's? 

Ms.  Hardy.  Oh,  no.  The  competition  notice  should  be  going  out 
shortly,  with  the  criteria  and  how  people  will  be  judged.  Looking 
back  about  4  years  ago,  Congress  told  Health  and  Human  Services 
they  wanted  standards  for  the  University  Affiliated  Facilities.  The 
field  is  with  us  in  terms  of  meeting  those  standards — they  will  be  a 
large  part  of  our  criteria.  I  believe  the  refunding  cycle  begins  in 
July. 

Mr.  Livingston.  I  have  personal  knowledge  of  some  of  these  cen- 
ters. I  know  some  of  them  are  extremely  effective.  I  would  hope 
that  the  effective  ones  would  not  find  their  funds  being  cut  back.  I 
take  it  you  are  not  planning  on  doing  that  across  the  board,  you 
are  looking  at  phasing  out  inefficient  centers,  is  that  correct? 

Ms.  Hardy.  That  is  correct. 

HEAD  START  PROGRAM 

Mr.  Livingston.  What  is  the  status  of  the  Parent-Child  Centers 
under  the  Head  Start  program? 

Mr.  Hodges.  The  Parent-Child  Centers  are  still  operating  and 
will  be  refunded  in  fiscal  year  1982  as  their  funding  needs  arise. 
We  are  looking  at  the  total  need  to  serve  more  and  to  serve  Head 
Start  children  that  are  closest  to  the  age  to  free  them  for  school. 

We  are  looking  at  options  that  might  be  made  available  to  our 
various  grantees  who  might  have  Parent-Child  Centers  and  explor- 
ing to  see  whether,  in  a  given  community,  it  might  be  in  that  com- 
munity's best  interest  to  convert  to  a  regular  Head  Start  as  op- 
posed to  a  Parent-Child  Center. 

Mr.  Livingston.  So  you  may  be  making  some  conversions  de- 
pending on  what  you  find? 

Mr.  Hodges.  I  anticipate  some  conversions,  based  on  some  we 
have  already  received  and  our  ongoing  evaluation  and  the  support 
of  some  communities  for  increased  regular  Head  Start,  which  is 
somewhat  cheaper  than  the  Parent-Child  Centers  and  which  is  for 
the  older  age  population. 

Mr.  Livingston.  When  are  the  grants  normally  made  to  these 
centers? 

Mr.  Hodges.  Most  of  them  will  be  coming  up  during  the  summer, 
June,  July. 

Mr.  Livingston.  And  the  same  question  with  respect  to  the 
UAFs  as  far  as  competition. 

Ms.  Hardy.  The  competition  would  be  carried  out  in  spring  and 
awards  would  be  made  at  the  beginning  of  the  fourth  quarter,  July. 

Mr.  Livingston.  Fourth  quarter  July.  So  the  centers  that  might 
be  stricken  won't  have  any  idea  whether  they  have  made  the  grade 
until  July? 

Ms.  Hardy.  That  is  correct. 

Mr.  Livingston.  Thank  you  very  much. 

That  is  all,  Mr.  Chairman. 
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REHABILITATION  SERVICES 

Mr.  Natcher.  Now,  do  you  agree  that  a  legislative  change  is  nec- 
essary to  transfer  the  Rehabilitation,  Services  Program  to  the  De- 
partment of  Health  and  Human  Services?  You  agree  on  that? 

Mr.  Itteilag.  Yes,  it  is. 

HEAD  START 

Mr.  Natcher.  Is  the  Head  Start  program  considered  as  one  of 
the  Administration's  safety  net  programs?  How  would  you  classify 
it? 

Ms.  Hardy.  I  would  classify  Head  Start  as  a  safety  net  program. 

Mr.  Natcher.  For  Head  Start  the  President  originally  requested 
$950  million  for  1982  and  later  reduced  to  the  amount  of  $831.6 
million. 

What  was  the  reason  for  cutting  back  the  budget  request? 

Ms.  Hardy.  The  reason  was  a  policy  from  the  President  that  we 
should  have  an  across-the-board  10-  to  12-percent  reduction,  with 
the  discussion  that  he  presented  at  the  end  of  September. 

Mr.  Natcher.  Would  this  apply  to  safety  net  programs? 

Ms.  Hardy.  It  was  anticipated  to  apply  across  the  board,  yes,  sir. 

Mr.  Natcher.  Including  safety  net  programs? 

Ms.  Hardy.  Yes. 

Mr.  Itteilag.  Mr.  Chairman,  as  long  as  those  programs  were  con- 
sidered discretionary  programs,  quote,  unquote. 

Mr.  Natcher.  Does  the  Department  plan  to  spend  the  full 
amount  of  $912  million  provided  by  the  current  continuing  resolu- 
tion for  1982? 

Ms.  Hardy.  Yes,  sir. 

HEAD  START  PROGRAM  REGULATIONS 

Mr.  Natcher.  Are  you  planning  to  force  reduced  operating  costs 
in  local  Head  Start  projects  by  means  of  revised  regulations? 
Mr.  Hodges.  That  is  not  

Ms.  Hardy.  That  is  partially  true.  The  Head  Start  strategy  paper 
was  developed  and  distributed  last  fall  and  is  still  under  discussion 
in  Human  Development  Services  and  in  the  Department.  Within 
that  Head  Start  strategy  are  numerous  ideas  for  comment  from  the 
public  ways  to  improve  the  Head  Start  program. 

In  addition,  the  Administration  as  a  whole  is  looking  at  all  regu- 
lations of  all  programs,  including  Head  Start.  We  anticipate  that 
we  can  streamline  and  make  the  Head  Start  regulations  less  bur- 
densome to  the  grantees.  The  revisions  should  be  complete  some- 
time this  summer. 

Mr.  Natcher.  What  is  the  current  status  of  program  regulations 
for  Head  Start? 

Ms.  Hardy.  Program  regulations  for  Head  Start?  There  are  sev- 
eral groups  of  program  regulations.  They  are  being  adhered  to  by 
all  of  the  grantees  and  they  are  on  the  street. 

We  have  not  done  anything  else.  We  do  not  have  a  notice  of  pro- 
posed rulemaking  or  whatever.  This  is  internal  discussion  as  to 
how  best  to  streamline  the  Head  Start  regulations. 
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IMPACT  OF  OVERALL  CUTS  ON  HEAD  START 

Mr.  Natcher.  Can  you  describe  to  the  committee  the  impact  on 
Head  Start  resulting  from  the  proposed  budget  reductions  in  Med- 
icaid, Community  Services,  Child  Nutrition,  and  the  Comprehen- 
sive Employment  and  Training  Act? 

Mr.  Hodges.  At  this  point  in  time  we  have  not  been  able  to  de- 
termine any  great  impact  that  these  reductions  have  had  on  Head 
Start  programs;  even  where  there  has  been  some  effect,  there  still 
have  been  other  options  available  in  the  various  communities. 

We  are  conducting  an  ongoing  review  and  requesting  informa- 
tion currently  to  determine  the  ongoing  impact  of  the  new  activi- 
ties that  might  have  an  impact  on  the  Head  Start  program.  But  to 
date  there  has  not  been  a  significant  impact  that  has  affected  Head 
Start,  where  there  have  not  been  other  options  available  to  contin- 
ue the  quality  of  services. 

Mr.  Natcher.  For  the  record,  develop  a  detailed  analysis  show- 
ing the  effect  on  Head  Start  enrollment  and  services  resulting  from 
proposed  cutbacks  in  Medicaid,  Community  Services,  Child  Nutri- 
tion, CETA  and  any  other  federal  programs  providing  services  to 
Head  Start  children  directly  or  indirectly. 

[The  information  follows:] 

Bases  on  data  from  local  projects,  we  estimate  that  in  fiscal  year  1981  some  two 
hundred  Head  Start  programs  supplemented  their  activities  through  the  use  of 
$10.2  million  in  Title  XX  funds.  In  fiscal  years  1982  and  1983,  Title  XX  funds  will 
continue  to  be  available  to  states  though  the  Social  Services  Block  Grant.  Between 
fiscal  years  1981  and  1982,  total  obligations  for  the  Title  XX  will  remain  constant  at 
approximately  $2.4  billion  and  we  assume  that  the  amount  expended  by  Head  Start 
programs  will  remain  constant  at  about  $10.2  million.  In  fiscal  year  1983,  an  appro- 
priation of  approximately  $2  billion  is  requested  under  Title  XX.  If  this  reduction 
were  to  be  shared  proportionately  by  Head  Start  projects,  it  could  result  in  a  loss  of 
about  $2  million  to  Head  Start.  It  should  be  noted,  however,  that  if  these  losses 
occur,  they  would  not  necessarily  impair  the  operation  of  Head  Start.  Most  of  the 
Title  XX  funds  received  by  Head  Start  projects  are  used  to  provide  extended  hours 
of  child  care  for  working  parents.  The  reduction  of  day  care  or  other  social  services 
would  not  necessarily  need  to  be  replaced  to  continue  basic  Head  Start  services. 

Last  year  we  estimated  that,  if  the  growth  of  CETA  continued  unchecked,  Head 
Start  projects  in  fiscal  year  1982  would  employ  CETA  paid  workers  whose  wages 
totalled  $26.9  million.  We  do  not  believe  this  level  was  reached  because  the  public 
service  portion  of  the  CETA  program  through  which  Head  Start  benefited  was 
phased  out  during  fiscal  year  1981.  We  believe  CETA's  contribution  to  Head  Start 
peaked  in  fiscal  year  1980  at  approximately  $22  million  when  some  4,400  CETA 
workers  aided  Head  Start  projects.  Head  Start  projects  have  accommodated  them- 
selves to  losses  of  essential  CETA  workers  by  rebudgeting  the  funds  available  to 
them  or  by  obtaining  additional  resources.  Since  the  loss  to  Head  Start  has  already 
occurred,  there  should  be  no  additional  impact  in  fiscal  year  1983.  Although  CETA 
paid  workers  provided  useful  services,  some  did  not  necessarily  have  to  replace  all 
lost  CETA  workers. 

We  are  not  able  to  provide  reliable  budget  estimates  of  the  impact  that  projected 
changes  in  funding  for  Medicaid  and  EPSDT  will  have  on  Head  Start  in  fiscal  years 
1982  and  1983.  Making  such  estimates  is  difficult  because  states  administer  the 
Medicaid/ EPSDT  program  and  have  responsibility  for  establishing  guidelines  for  fee 
schedules,  eligibility,  and  the  range  of  services  provided.  There  are  indications  that 
a  number  of  states  may  exercise  the  option  they  now  have  of  limiting  Medicaid/ 
EPSDT  services  only  to  those  who  are  categorically  eligible  instead  of  to  all  children 
in  the  broader  medically  needy  category.  However,  to  date  the  impact  has  been 
minimal.  Only  one  of  the  34  states  that  were  extending  Medicaid/EPSDT  to  the 
medically  needy  in  1981  have  restricted  services  to  children  who  are  categorically 
eligible.  We  estimate  that  320  Head  Start  enrollees  are  affected  and  services  equal 
to  approximately  $32,000  have  been  lost.  To  the  extent  that  further  changes  such  as 
this  occur,  families  served  by  Head  Start  may  not  be  able  to  receive  as  many  medi- 
cal services  through  Medicaid/EPSDT.  If  parents  are  unable  to  meet  higher  medical 
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costs  for  Head  Start  children,  local  Head  Start  programs  may  need  to  increase  their 
spending  in  this  area  to  assure  that  enrolled  children  receive  the  full  range  of 
health  services  required  by  Head  Start. 

Last  year  we  estimated  that  $15  to  $20  million  in  Community  Services  Adminis- 
tration funding  to  local  Community  Action  Agencies  (CAAs)  as  use  in  fiscal  year 
1981  for  administrative  support  to  Head  Start  projects.  States  have  the  flexibility 
through  the  Community  Services  Block  Grant  to  continue  supporting  CAAs,  includ- 
ing those  that  operate  Head  Start  projects. 

We  estimate  that  in  fiscal  year  1982  Head  Start  grantees  will  receive  reimburse- 
ment for  food  of  approximately  $84  million  through  the  USDA's  Child  Care  Food 
Program.  For  fiscal  year  1983,  it  is  proposed  that  the  Child  Care  Food  Program  be 
supplanted  by  a  new  General  Nutrition  Assistance  Grant  to  the  states  which  could 
be  used  for  any  child  nutrition  program  or  activites  a  state  desires  to  fund.  It  is  not 
possible  to  accurately  predict  the  extent  to  which  states  may  elect  to  continue  sup- 
porting Head  Start  nutrition  services.  Some  losses  are  possible,  however,  because 
fiscal  year  1983  funding  for  the  General  Nutrition  Assistance  Grants  would  be  $488 
million,  whereas  the  programs  it  supplants  (the  Child  Care  Food,  School  Breakfast 
and  Summer  Food  Service  programs)  are  funded  for  $673  million  in  fiscal  year  1982. 

HEAD  START  FORMULA 

Mr.  Natcher.  How  is  the  new  Head  Start  allocation  formula 
working? 

Mr.  Mottola.  The  formula  seems  to  be  working  reasonably  well 
under  the  circumstances,  Mr.  Chairman. 

Mr.  Natcher.  Has  the  new  state  allocation  formula  been  able  to 
solve  the  problems  associated  with  the  old  formula? 

Mr.  Mottola.  I  think  that  it  has  not  fully  solved  the  problems  in 
the  old  formula,  but  it  is  a  step  in  the  right  direction.  We  still  have 
a  problem  with  an  imbalance  of  funding  in  certain  states. 

Mr.  Natcher.  Has  the  new  state  allocation  formula  enabled  any 
states  to  increase  Head  Start  participation  in  fiscal  year  1982? 

Mr.  Mottola.  I  would  not  be  on  firm  ground  in  answering  that 
question,  Mr.  Chairman.  I  might  ask — apparently  we  do  not  have 
it.  I  would  have  to  submit  that  for  the  record. 

Mr.  Natcher.  When  you  get  the  transcript,  give  us  an  answer 
for  that  one  in  the  record. 

[The  information  follows:] 

As  you  know,  the  Reagan  Administration  has  demonstrated  its  strong  and  con- 
tinuing commitment  to  Head  Start  by  requesting,  in  a  time  of  severe  Federal  budget 
restraint,  that  funding  for  Head  Start  be  maintained  in  fiscal  year  1983  at  the  full 
fiscal  year  1982  level.  We  expect  that  local  Head  Start  projects  will  be  able  to  fully 
continue  current  levels  of  quality  and  enrollment  in  fiscal  year  1983. 

The  fiscal  year  1982  budget  increase  was  provided  to  maintain  enrollment  and  im- 
prove program  quality  in  several  key  areas.  The  new  allocation  formula  has  allowed 
funds  to  be  used  for  this  purpose. 

HEAD  START  DISCRETIONARY  FUNDS 

Mr.  Natcher.  Describe  the  proposed  allocation  of  the  Secretary's 
reserve  funds  in  1982  and  1983. 
Ms.  Hardy.  Reserve  funds? 
Mr.  Natcher.  The  reserve  funds. 

Mr.  Mottola.  Are  you  referring  to  the  Head  Start  discretionary 
funds? 

Mr.  Natcher.  The  Secretary's  reserve  under  Head  Start  is  13 
percent;  do  you  know  about  this? 
Mr.  Mottola.  Yes,  Mr.  Chairman. 
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I  think  the  problem  is  in  the  language  that  we  are  using.  The 
Secretary  has  a  so-called  discretionary  account  under  Head  Start. 
Reserve  is  not  the  term  we  normally  use. 

Some  of  the  discretionary  account  must  go  out,  according  to  the 
law,  for  Indian  and  Migrant  programs  and  certain  other  priorities. 
Then  there  is  a  remaining  amount  that  is  truly  available  for  discre- 
tionary purposes,  and  that  is  used  for  research,  evaluation,  and 
training  and  technical  assistance. 

Mr.  Natcher.  Doesn't  the  law  refer  to  these  as  reserve  funds? 

Mr.  Mottola.  One  could  describe  them  that  way,  yes,  Mr.  Chair- 
man. 

INDIAN  AND  MIGRANT  PROGRAMS 

Mr.  Natcher.  How  many  Indian  and  Migrant  Head  Start  pro- 
grams are  there  at  the  present  time?  Can  you  give  us  any  idea  as 
to  the  number? 

Ms.  Hardy.  We  will  have  to  submit  that. 

Mr.  Natcher.  Put  that  in  the  record.  Also,  tell  us  how  much 
they  received  in  1981  and  1982. 
[The  information  follows:] 

In  1981  and  1982  118  Indian  and  Migrant  Head  Start  projects  were  supported.  The 
following  table  reflects  the  level  of  support  for  these  projects. 


1981 

Projects 

Dollars 

1982 

Projects 

Dollars 

Indian  

  94 

$27,738,849 

94 

$30,880,022 

Migrant  

  24 

28,002,160 

24 

31,082,398 

Total  

  118 

55,741,009 

118 

61,962,420 

Mr.  Natcher.  What  do  you  have  projected  for  fiscal  year  1983? 
Ms.  Hardy.  For  that  Indian  and  Migrant  piece? 
Mr.  Natcher.  Yes,  Indian  and  Migrant  Head  Start  programs. 
Mr.  Itteilag.  Mr.  Chairman,  we  project  $66.9  million  for  that 
purpose  in  fiscal  1983,  which  is  an  increase  of  $5  million  over  1982. 
Mr.  Natcher.  All  right. 

Have  Indian  and  Migrant  programs  received  their  cost-of-living 
adjustments  that  are  mandated  by  law? 

Ms.  Hardy.  Those  are  included,  yes;  they  will  receive  them  from 
their  1982  funds. 

Mr.  Natcher.  All  right. 

Mr.  Stokes? 

OVERALL  1983  REDUCTIONS 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

Dr.  Hardy,  excluding  the  proposed  transfer  of  the  Rehabilitation 
Services  programs  into  your  Department,  I  note  your  overall 
budget  for  the  Office  of  Human  Development  and  Community  Serv- 
ices is  slated  to  drop  by  21  percent  under  the  President's  fiscal  year 
1983  budget. 

Wouldn't  you  say  your  Department  is  taking  more  than  its  fair 
share  of  the  budget  cuts? 
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Ms.  Hardy.  I  think,  given  the  philosophy  of  this  Administration 
and  the  fact  that  we  feel  we  have  to  reduce  the  rate  of  Federal 
spending,  and  given  the  fact  that  95  percent  of  the  Department  of 
Health  and  Human  Services  programs  are  entitlements,  the 
answer  to  your  question  is  no. 

IMPACT  OF  REDUCTION-IN-FORCE 

Mr.  Stokes.  During  fiscal  year  1982,  the  number  of  positions  in 
your  Department  declined  significantly.  How  many  personnel  do 
you  currently  have  on  board? 

Ms.  Hardy.  We  have  a  ceiling  of  1260  persons. 

Mr.  Stokes.  How  does  that  compare  with  a  year  ago? 

Mr.  Mottola.  A  year  ago  we  had  a  ceiling  of  1507  but  about  1450 
people  on  board. 

Mr.  Stokes.  How  many  persons  in  your  Department  lost  their 
jobs  due  to  a  RIF? 

Ms.  Hardy.  44  persons  were  separated  from  the  Federal  Govern- 
ment and  120  or  so  were  reassigned  within  Human  Development 
Services  at  the  same  grade;  another  140  were  downgraded  within 
Human  Development  Services.  But  44  were  separated  from  the  fed- 
eral service. 

Mr.  Stokes.  We  have  been  reading  about  some  of  the  things  hap- 
pening in  your  Department.  For  instance,  we  hear  that  GS-13's  are 
being  assigned  to  GS-7  jobs,  aging  specialists  now  work  in  areas 
about  which  they  know  very  little,  etc.  Is  this  true? 

Ms.  Hardy.  I  think  many  of  those  stories  are  true,  but  I  would 
like  to  make  a  comment  about  the  reduction-in-force. 

Mr.  Stokes.  I  would  be  happy  to  hear  it. 

Ms.  Hardy.  Reduction-in-force,  being  new  to  this  Federal  Govern- 
ment, is  not  an  equitable  way  to  reduce  staff.  Because  of  the  Civil 
Service  System,  those  are  the  rules  we  live  by.  It  is  part  of  the 
system  that  a  13  can  go  to  a  7. 

We  feel  that  we  did  a  great  deal  for  our  employees  through  the 
job  club,  through  placing  people  in  other  federal  agencies,  through 
only  44  people  being  terminated  from  federal  service;  and  we 
worked  very  hard  with  our  employees  to  get  them  proper  job  coun- 
seling, placement,  and  other  opportunities.  We  feel  that  the  RIF 
was  conducted  very  fairly  and  as  equitably  as  we  could,  given  the 
limitations  of  the  Civil  Service  System. 

Mr.  Stokes.  You  do  not  believe  that  this  has  anything  to  do  with 
management? 

Ms.  Hardy.  I  would  like  to  have  had  it  do  a  great  deal  with  man- 
agement and  managers  making  the  decisions  about  their  employees 
and  accountability,  but  that  is  not  always  how  the  system  works. 

I  think  that  the  decisions  that  we  made  and  the  way  that  we 
worked  with  our  employees  was  very  fair. 

Mr.  Stokes.  How  did  you  go  about  the  process  of  deciding  which 
jobs  were  to  be  abolished  and  so  forth  under  the  RIF  procedure? 

Mr.  Mottola.  Basically,  there  were  several  cuts  taken  at  that. 

The  first  is  that  we  looked  at  those  pieces  of  legislation  which 
changed  and  zeroed  in  on  those  as  the  primary  area  where  there 
would  be  reductions.  For  instance,  we  had  a  major  change  in  the 
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Title  XX  program  and  the  Title  XX  program  staffing  was  severely 
reduced  in  the  reduction-in-force. 

We  also  had  significant  changes  in  our  discretionary  funding,  a 
27  percent  reduction  in  our  discretionary  accounts.  So  we  looked  at 
where  workload  should  be  reduced  because  of  the  funding  reduc- 
tions and  took  those  positions  out.  In  addition,  we  were  looking  at 
responsibilities  that  HDS  was  left  with  as  a  result  of  the  legislation 
and  making  sure  we  had  enough  staff  in  those  areas.  Then  finally, 
the  operating  philosophy  of  this  Administration  was  taken  into  ac- 
count. 

Those  were  the  three  criteria  used  in  figuring  out  where  posi- 
tions would  come  from  for  reduction. 

Mr.  Stokes.  Are  you  now  contemplating  additional  reductions-in- 
force? 

Ms.  Hardy.  I  do  not  contemplate  additional  reductions-in-force 
based  on  this  1983  budget  in  front  of  us. 

SOCIAL  SERVICES  BLOCK  GRANT 

Mr.  Stokes.  I  note  that  your  fiscal  year  1983  request  for  the 
Social  Services  Block  Grant  is  about  18  percent  below  the  fiscal 
year  1982  level.  Can  you  give  us  the  rationale  for  this  reduced 
level? 

Ms.  Hardy.  The  rationale  for  the  reductions  in  support  is  based 
on  reducing  the  rate  of  federal  spending  and  equally  so  on  a  belief 
that  a  Social  Services  block  grant  administered  by  the  state  can 
promote  additional  savings  and  that  the  moneys  can  be  adminis- 
tered more  effectively,  more  cost-efficiently  at  the  state  level. 

Mr.  Stokes.  One  of  the  things  your  budget  states  is  that  the 
states  will  have  "increased  options"  in  providing  services  under  the 
Block  Grant.  How  can  this  be  the  case  in  light  of  the  reduced  fund- 
ing level ? 

Ms.  Hardy.  There  is  a  reduction  proposed  but  we  still  feel  the 
States  have  options  as  to  what  kind  of  services  that  they  feel  are 
best  needed  by  their  citizens. 

Another  option  is  to  work  with  some  of  the  transfer  moneys  of 
other  block  grants;  if  they  want  to  put  more  money  into  Social 
Services  and  take  some  from  another  block  grant,  it  does  give  them 
that  flexibility. 

Mr.  Stokes.  As  you  know,  under  the  Budget  Reconciliation  Act 
the  state  matching  requirement  for  the  Social  Services  Block  Grant 
was  eliminated.  Can  you  tell  us  what  effect  this  has  had  on  the 
availability  of  resources  for  social  services  in  the  states  and  wheth- 
er the  states  have  reduced  their  dollar  commitment  to  this 
program? 

Ms.  Hardy.  We  are  currently  receiving  some  reports  from  the 
National  Governors  Association  about  where  the  states  are  in  the 
first  five  months  of  this  block  grant.  They  have  targeted  some  of 
their  services  and  reduced  or  prioritized  some  of  their  services, 
dropping  ones  that  are  least  effective  in  their  estimation. 

I  do  not  have  the  specific  matched  dollars  at  the  moment,  or 
dollar  levels.  We  anticipate  we  can  supply  that  to  you. 

[The  information  follows:] 
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We  do  not  have  claiming  or  reporting  requirements  that  provide  the  availability 
of  State,  local  or  private  funds  for  Social  Services  in  the  States.  At  this  point  in  time 
we  do  not  have  information  whether  the  States  have  reduced  their  dollar  commit- 
ment to  this  program  or  not?  Even  when  states  were  required  to  provide  a  matching 
amount  it  was  difficult  to  determine  the  total  non-Federal  funds  utilized.  Most 
States  reported  only  the  amount  that  was  required  to  receive  the  Federal  funds  plus 
a  limited  additional  amount  to  be  used  in  case  particular  cost  areas  were  disallowed. 
While  there  are  indications  that  some  States  reduced  the  non-Federal  match,  there 
are  reported  instances  of  States  increasing  their  funding  to  compensate  for  the  re- 
duction in  Federal  funds. 

Mr.  Stokes.  Under  your  regulations,  how  will  you  know  if  a  state 
is  not  complying  with  the  federal  requirements  governing  the 
Social  Services  Block  Grants? 

Ms.  Hardy.  There  will  be  a  post-audit  of  each  block  grant  of  each 
state  that  is  required  to  be  conducted.  I  anticipate  that  we  will  be 
able  to  get  a  considerable  amount  of  information  from  that  audit. 

Mr.  Stokes.  I  notice  that  last  year  the  initial  budget  request  for 
Head  Start  was  $950  million,  representing  an  increase  of  $130  mil- 
lion over  the  previous  year. 

Under  the  fiscal  year  1982  continuing  resolution,  only  $912  mil- 
lion was  provided  for  Head  Start.  This  is  a  decrease  of  $38  million 
from  the  original  budget  request.  Can  you  tell  us  what  initially- 
planned  activities  were  deferred  under  the  final  budget  allocation 
of  $912  million? 

Ms.  Hardy.  The  $912  million  represents  a  very  substantial  in- 
crease for  that  program  over  the  previous  year.  We  anticipate  most 
of  those  dollars  will  go  toward  increasing  staff  salaries,  reducing 
the  size  of  classrooms,  and  we  feel  that  those  objectives  can  still  be 
carried  out  with  that  $93  million. 

I  do  not  think  there  is  anything  specifically  deferred  per  se  be- 
cause of  $912  million. 

Mr.  Stokes.  But  the  $912  million  does  not  represent  an  increase 
over  fiscal  year  1982,  does  it? 

Ms.  Hardy.  No.  It  is  level  funding  for  fiscal  year  1983,  yes,  sir. 

Mr.  Stokes.  Wouldn't  that  be  an  indication  of  abandonment  of  a 
commitment  to  Head  Start? 

Ms.  Hardy.  We  do  not  see  it  that  way.  We  see  that  the  $912  mil- 
lion level  funding  is  the  same  amount  as  the  President's  request 
last  September.  We  believe  that  through  management  efficiencies 
and  the  Head  Start  strategy  paper  and  the  kind  of  things  we  can 
do  with  that,  that  we  can  maintain  the  enrollment  and  hopefully 
increase  the  enrollment  so  we  can  serve  more. 

Mr.  Stokes.  How  many  children  will  be  served  in  fiscal  1983  as 
compared  with  fiscal  1982? 

Ms.  Hardy.  We  feel  that  will  be  at  least  the  1982  level,  yes,  sir,  if 
not  greater. 

Mr.  Stokes.  At  least  the  1982  level? 

Ms.  Hardy.  Yes. 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 
Mr.  Natcher.  Mr.  Early? 

WIN  PROGRAM  LEGISLATION 

Mr.  Early.  The  justification  mentions  that  the  Administration  is 
proposing  to  replace  the  WIN  program  with  a  mandatory  state 
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Community  Work  Experience  program.  Would  you  elaborate  on 
that? 

Ms.  Hardy.  We  are  proposing  that  the  WIN  program  be  zeroed 
out  in  1983  because  we  are  proposing  to  legislate  the  Community 
Work  Experience  program,  which  would  be  mandatory  for  AFDC 
eligibles. 

We  feel  that  there  is  no  longer  a  real  reason  for  any  categorical 
WIN  program  if  we  have  the  CWEP  program  at  the  state  level,  and 
that  kind  of  legislation  should  be  submitted  to  Congress  shortly. 

Mr.  Early.  How  does  CWEP  differ  from  WIN? 

Ms.  Hardy.  The  Community  Work  Experience  program,  as  I  un- 
derstand it — and  far  more  the  responsibility  of  the  Social  Security 
Administration — is  a  proposal  to  have  those  people  who  are  on  wel- 
fare sign  up  to  work  in  subsidized  employment  and/or  some  kind 
of  nonprofit  organization.  They  will  receive  some  training  in  those 
jobs. 

Our  portion  of  the  WIN  program  from  Human  Development 
Services,  not  from  Labor,  is  the  services  side  of  work  incentives. 
When  someone  is  on  welfare  they  go  through  an  employment  office 
and  the  services  that  can  be  provided,  such  as  day  care  and  other 
services  that  would  get  that  person  back  to  work  are  provided. 

I  see  them  as  being  quite  similar.  So  we  feel  we  do  not  need  that 
duplication. 

Mr.  Early.  How  much  money  is  being  proposed  for  this 
program? 

Ms.  Hardy.  The  entire  CWEP  program? 
Mr.  Early.  Yes. 

Mr.  Bruening.  Community  Work  Experience  programs  will  be 
funded  under  Title  IV-A.  That  is  why  these  are  questions  which 
perhaps  more  properly  could  be  addressed  to  the  Office  of  Family 
Assistance  in  the  Social  Security  Administration,  which  would  ad- 
minister the  CWEP  program. 

Ms.  Hardy.  I  do  not  have  the  specific  dollars  for  you. 

Mr.  Early.  Would  you  supply  that  for  the  record?  And  indicate 
how  that  compares  with  the  WIN  levels  for  1981  and  1982. 

[The  information  follows:] 

Ms.  Hardy.  There  is  no  separate  budget  line  item  or  appropriation  proposed  for 
CWEP.  States  will  operate  CWEP  with  Title  IV-A  (Social  Security  Act)  funds,  which 
require  a  50  percent  State  match. 

The  WIN  appropriation  in  fiscal  1981  was  $365.0  million;  in  fiscal  1982,  under  the 
latest  continuing  resolution,  the  level  is  $245.8  million. 

DEVELOPMENTAL  DISABILITIES 

Mr.  Early.  You  are  proposing  a  $17,356  million  decrease  for  the 
Administration  on  Developmental  Disabilities.  How  will  that 
impact  on  the  program's  participants? 

Ms.  Hardy.  Most  of  the  dollar  decreases  are  for  the  state  grant 
program  as  we  currently  know  it.  The  DD  program  provides  a  cata- 
lyst for  the  states.  With  the  decrease  of  funding  and  the  increase 
with  private  support  and  coordination  in  many  of  the  communities,  I 
think  that  that  whole  coordinating  mechanism  within  a  state  could 
do  very  well,  especially  through  the  state  Development  Disabilities 
Councils. 
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Mr.  Early.  We  seem  to  be  shifting  responsibilities  from  this  pro- 
gram to  that  program.  I  have  always  found  that  any  new  start-up 
program  has  all  types  of  new  start-up  problems  and  it  is  very  hard 
to  identify  in  a  new  program  who  you  blame.  But  on  an  old  pro- 
gram you  can  at  least  trace  it,  you  iron  out  the  problems  and  you 
know  what  the  intention  of  the  program  was.  We  seem  to  be  going 
away  from  that. 

Ms.  Hardy.  That  perception  might  be  true  if  you  look  at  our 
former  discussion  of  the  CWEP  kind  of  issue.  I  do  not  think  that  is 
true  with  the  Developmental  Disabilities  issue.  That  is,  the  state 
Developmental  Disabilities  Councils  have  been  in  existence  and  are 
doing  a  good  job  and  we  feel  they  are  doing  a  good  coordinating 
function.  The  formula  grants  that  are  going  to  the  states  are  doing 
a  good  job  and  we  are  looking  to  decrease  some  of  those  dollars.  We 
feel  that  many  of  the  services  can  still  be  provided. 

Mr.  Early.  When  we  say  we  are  going  to  decrease  the  funding  by 
$17  million,  have  we  assessed  what  that  impact  is  going  to  be? 

To  Mr.  Stokes  you  say  the  reduction  is  because  of  the  cutback  in 
federal  spending.  Do  we  have  an  honest  assessment  of  what  the 
penalties  will  be  and  what  the  problems  are  going  to  be  with  many 
of  these  reductions? 

Ms.  Hardy.  I  can  supply  that  to  you  in  terms  of  our  thoughts  on 
what  is  going  to  happen  with  the  Developmental  Disabilities  pro- 
gram. But  I  think  that  we  have  in  the  past  spent  a  great  deal  of 
this  money  for  new  service  models,  for  initiating  new  service  pro- 
grams. 

What  we  are  saying  basically  is  that  many  of  those  have  taken 
root,  that  they  can  be  duplicated  and  put  into  the  communities  and 
we  do  not  need  to  continually  federally-fund  them. 

Mr.  Early.  In  my  own  state,  they  do  not  have  moneys  to  do 
these  programs.  They  are  just  not  going  to  be  able  to  have  the  out- 
reach you  are  talking  about,  and  every  witness  that  testifies  says 
the  states  are  going  to  absorb  the  reductions.  These  services  are 
just  going  to  go  down  the  drain. 

We  seem  to  be  hiding  the  fact  that  we  are  just  shifting  it  from 
the  federal  level  to  the  state. 

Ms.  Hardy.  I  am  not  familiar  with  every  state,  but  I  think  in 
many  cases  there  are  some  places  where  these  services  are  not 
being  picked  up.  I  also  see  that,  given  a  philosophy  of  reduced  fed- 
eral spending  and  hopefully  a  very  sound  economic  recovery  pro- 
gram, that  people  may  need  fewer  services,  The  Developmental 
Disabilities  people,  state  DD  Council  people  that  I  met  with,  are 
really  moving  into  the  community  and  doing  innovative  kinds  of 
things  and  they  are  not  always  federally-funded. 

CUTBACKS  IN  CHILD  SERVICES 

Mr.  Early.  I  have  an  awful  lot  of  mail  coming  to  my  office 
saying  that  with  these  reductions  they  are  not  going  to  have  the 
tools  to  do  the  job.  We  are  going  to  have  a  tremendous  cutback  in 
service. 

With  a  $5.7  million-plus  decrease  proposed  by  the  Administration 
on  Children,  Youth  and  Families,  what  will  the  implication  of  this 
reduction  be? 
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Mr.  Hodges.  This  reduction  again  represents  the  involvement  of 
the  states  and  communities  in  these  services.  Particularly  when  we 
look  at  the  runaway  youth  portion  of  that,  what  we  have  been 
doing  with  the  runaway  centers  is  providing  little  more  than  seed 
money,  so  that  even  a  50  percent  reduction  of  our  funds  would 
amount  to  about  10  percent  reduction  of  their  budgets.  They  use 
multifunding  sources  and  large  numbers  of  volunteers.  So  the 
impact  on  them  would  not  be  as  great  as  it  would  appear  or  as  it 
would  be  if  they  depended  totally  upon  our  funds. 

With  the  other  assistance  for  Child  Welfare  Services,  we  are 
seeking  permanent  homes  and  placement  for  these  children  who 
are  presently  in  foster  care,  often  moving  from  home  to  home 
through  numbers  of  years.  It  is  best  for  the  child  to  have  a  perma- 
nent situation.  At  the  same  time,  it  is  a  far  less  expensive  ap- 
proach. 

Mr.  Early.  The  media  continuously  shows  that  what  we  were 
doing  was  not  nearly  enough.  The  states  were  not  able  to  treat 
them  at  that  time  with  that  amount  of  money.  When  we  say  we 
are  going  to  shift  this  to  the  states,  to  the  private  sector  to  pick  up, 
have  we  done  any  surveys  or  do  we  have  data  showing  the  extent 
to  which  the  private  sector  or  other  sectors  have  stepped  in  to  fill 
this  void? 

Mr.  Hodges.  We  have  not  seen  great  increases  to  date  since  the 
discussions  of  the  past  year  have  begun  to  take  place.  There  are 
agencies  that  utilize  volunteer  services  to  a  far  greater  extent  than 
others,  particularly  the  Child  Poster  Care  program,  with  the  em- 
phasis being  moved  to  permanent  placement  as  opposed  to  contin- 
ued foster  care. 

We  know  that  that  is  the  best  solution  for  the  child  and  we 
know,  of  course,  permanent  placement  is  far  less  expensive.  The 
greater  emphasis  being  placed  on  placement  as  opposed  to  tempo- 
rary care,  which  can  go  on  for  10,  12  years,  we  believe  will  justify 
this. 

Mr.  Early.  Will  you  supply  for  the  record  any  evidence,  data,  or 
surveys,  you  have  that  suggest  these  programs  will  be  picked  up  by 
the  states  and/or  private  sector. 

[The  information  follows:] 

Ms.  Hardy.  At  this  time  there  is  no  evidence  or  hard  data  regarding  how  States 
will  continue  programs  and  provide  services  at  reduced  levels  of  funding  proposed 
for  fiscal  year  1983.  It  will  not  be  until  these  programs  have  operated  at  reduced 
levels  for  several  months  that  we  can  determine  what  programs  and  services  have 
been  reduced  or  eliminated. 

Mr.  Early.  Thank  you,  Mr.  Chairman. 

Mr.  Natcher.  Mr.  Conte? 

Mr.  Conte.  Thank  you,  Mr.  Chairman. 

SENIOR  CITIZENS  NUTRITION  PROGRAM 

I  see  you  are  proposing  a  cut  in  the  Senior  Citizens  Nutrition 
program  by  nearly  $47  million.  We  on  this  committee  have  worked 
long  and  hard  and  had  a  difficult  time  establishing  adequate  fund- 
ing for  these  programs  for  the  elderly.  How  many  fewer  meals  per 
day  will  you  provide  under  this  proposed  budget  cut? 
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Ms.  Hakdy.  Per  day,  the  reductions  are  estimated  at  about  70,000 
meals  per  day  nationwide. 

Mr.  Conte.  How  much  do  you  estimate  the  cost  per  meal  will  in- 
crease from  fiscal  year  1982  to  fiscal  year  1983,  from  last  year  to 
this  year? 

Ms.  Hardy.  We  show  a  7  percent  increase,  about  20  cents  per 
meal,  excuse  me. 

Mr.  Conte.  What  other  sources  of  income  do  you  believe  the 
states  and  the  local  communities  will  have-to  correct  these  pro- 
grams? 

Ms.  Hardy.  Data  reported  by  the  States  show  that  about  60  per- 
cent of  the  people  that  receive  congregate  nutrition  services  are 
low-income  persons.  That  means  40  percent  do  not  fall  into  the  low 
income  range.  Program  income  expenditures  for  both  Social  Serv- 
ices and  Nutrition  programs,  total  about  $79  million.  We  are  antici- 
pating with  some  increased  efforts  on  our  part  to  increase  this  pro- 
gram income  through  contributions  for  services  to  about  $120  mil- 
lion. 

USE  OF  SURPLUS  COMMODITIES 

Mr.  Conte.  Have  you  used  any  cheese  for  these  programs,  given 
it  right  to  the  centers? 

Dr.  Tolliver.  Yes,  some  of  the  nutrition  sites  did  work  out  ar- 
rangements to  take  advantage  of  the  cheese  distribution  program. 
As  you  are  aware,  only  organizations  designated  as  food  banks 
were  qualified  to  distribute  the  cheese.  A  number  of  our  nutrition 
sites  are  qualified  as  food  banks  and  took  advantage  of  the  pro- 
gram. 

Mr.  Conte.  I  would  think  that  would  make  a  lot  of  sense.  I  do 
not  know  if  you  followed  that  cheese  distribution.  In  my  county  it 
turned  out  to  be  a  fiasco.  Here  you  have  these  centers,  you  have 
the  people  there;  you  can  give  some  cheese  to  the  centers  once  a 
week  or  so.  Don't  you  think  that  makes  a  lot  of  sense? 

Dr.  Tolltver.  Yes.  The  older  people  certainly  were  interested  in 
being  included  in  the  distribution  of  the  cheese.  A  number  of  our 
nutrition  sites  did  make  that  arrangement. 

Mr.  Conte.  How  about  butter?  They  have  a  lot  of  butter  in  those 
storehouses. 

Ms.  Hardy.  They  ought  to  get  some  butter  too. 

Mr.  Conte.  They  would  like  and  could  use  some  butter. 

Dr.  Tolliver.  I  would  think  older  people  would  be  happy  to 
share  in  any  of  the  surplus  commodities  that  are  now  stored  and 
which  could  be  distributed. 

Mr.  Conte.  I  think  you  ought  to  look  into  that. 

How  many  states  have  chosen  to  receive  their  entitlements  in 
the  form  of  commodities?  Do  you  foresee  any  difficulty  in  continu- 
ing to  make  commodities  available  if  the  program  is  run  by  the  Ad- 
ministration on  Aging? 

Ms.  Hardy.  It  is  our  understanding  that  only  four  states  have 
opted  to  receive  commodities  only,  22  states  use  cash  and  commod- 
ities, and  the  rest,  thirty,  have  opted  to  receive  their  entitlement  in 
the  form  of  cash. 
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We  anticipate  there  would  be  some  economies  in  terms  of  admin- 
istrative costs  by  transferring  the  USDA  Commodities  or  cash  in 
lieu  of  program  over  to  the  Administration  on  Aging.  Our  plans 
call  for  establishing  a  mechanism,  in  cooperation  with  the  Depart- 
ment of  Agriculture  so  that  states  that  wish  to  do  so  may  receive 
all  or  part  of  their  entitlements  in  the  form  of  commodities  may  do 
so. 

SOCIAL  SERVICES  AND  CENTERS 

Mr.  Conte.  I  see  you  are  proposing  to  reduce  the  Social  Services 
and  the  Senior  Centers  account  by  20  percent.  You  know  this  pro- 
gram supplies  some  vital  services,  including  legal  aid,  home  health 
assistance,  outreach,  transportation,  residential  repair,  special  case 
work.  This  will  be  the  second  year  now,  in  a  row,  where  reductions 
are  requested.  Under  this  budget,  do  you  think  our  senior  citizens 
who  will  need  a  little  assistance  to  remain  at  home  and  be  inde- 
pendent will  suffer? 

Ms.  Hardy.  I  do  not  think  so.  The  Area  Agencies  on  Aging  that  I 
have  visited  and  that  the  Commissioner  has  visited,  are  doing  a 
very  good  job  working  with  all  the  seniors  who  participate  in  the 
Social  Services  program.  We  are  requesting  fewer  dollars  to  try  to 
do  as  much,  it  is  a  way  of  doing  more  with  less.  We  intend  to  em- 
phasize services  to  those  older  persons  most  in  need,  among  whom 
are  included  those  that  need  services  to  maintain  their  independ- 
ence. 

Mr.  Conte.  How  many  were  assisted  in  this  program  in  fiscal 
year  1982  and  how  many  will  be  assisted  in  fiscal  year  1983? 

Ms.  Hardy.  We  have  information  on  person  units  of  service 
broken  down  into  access  services,  three  in  home  services,  and  legal 
services.  I  can  supply  that  for  the  record. 

Mr.  Conte.  Can  you  break  that  out? 

Ms.  Hardy.  Yes.  The  person  units  of  service  supported  in  fiscal 
year  1982  are  as  follows:  Transportation,  1,738,000;  outreach, 
1,340,000;  I  &  R,  3,419,000;  In-home  555,000;  and  Legal  555,000.  In 
fiscal  year  1983  we  estimate  that  the  following  person  units  of  serv- 
ice will  be  supplied:  Transportation,  1,546,000;  Outreach,  1,192,000; 
I  &  R,  3,482,000;  In-home,  493,000,  and  Legal,  260,000. 

Dr.  Tolliver.  I  would  like  to  mention  here  that  when  the  report 
is  received  it  will  not  be  listed  in  terms  of  the  individual  older  per- 
sons who  receive  services,  but  it  will  be  according  to  person  units  of 
service  supported. 

AGING  DISCRETIONARY  PROGRAMS 

Mr.  Conte.  You  are  proposing  to  cut  the  Training,  Research  and 
Discretionary  Projects  by  10  percent.  Do  we  have  enough  personnel 
trained  in  the  area  of  aging  to  provide  these  kinds  of  community- 
based  services  to  the  elderly? 

Dr.  Tolliver.  The  number  of  persons  being  trained  in  the  field  of 
aging  is  increasing  each  year.  We  believe  that  the  momentum 
given  by  the  Title  IV  program  will  enable  institutions  in  the  years 
to  come  to  continue  the  training  effort  in  order  to  meet  the  needs 
adequately. 
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A  number  of  universities,  colleges  and  junior  colleges  are  ex- 
panding their  program  in  the  field  of  gerontology  and  are  assuming 
some  of  the  costs  here. 

FEDERAL  COUNCIL  ON  AGING 

Mr.  Conte.  Is  the  Federal  Council  on  Aging  of  particular  help  to 
your  agency  and  to  the  Administration  in  advising  on  matters  con- 
cerning our  older  Americans? 

Ms.  Hardy.  The  Federal  Council  on  Aging  reports  directly  to  the 
President  and  is  of  assistance  to  the  Administration  on  Aging  and 
all  of  Human  Development  Services  as  well  as  other  departments 
and  agencies  that  deal  with  the  aged. 

Mr.  Conte.  Do  you  think  they  were  consulted  when  this  budget 
was  put  together? 

Ms.  Hardy.  They  were  not  consulted,  no. 

Mr.  Conte.  The  budget  would  have  been  a  little  different? 

Ms.  Hardy.  In  terms  of  the  whole  aging  budget  or  the  Federal 
Council  on  Aging? 

Mr.  Conte.  Some  of  the  things  I  have  been  asking  you  about,  all 
these  big  cuts. 

Ms.  Hardy.  I  am  sure  that  the  members  of  the  Federal  Council 
on  Aging  are  aware  of  the  President's  economic  program. 

Dr.  Tolliver.  The  reductions  for  the  Administration  on  Aging 
represent  the  September  budget.  We  are  assuming  our  share  of  the 
reductions  necessary  in  Federal  spending. 

Mr.  Conte.  Wouldn't  it  be  better  to  put  a  dollar  tax  on  a  gallon 
of  booze  to  support  all  these  programs?  I  wouldn't  mind  paying  a 
little  extra  for  my  bourbon.  Maybe  I  would  cut  down  a  little  bit. 

Thank  you,  Mr.  Chairman. 

NUMBERS  OF  ELDERLY  SERVED 

Mr.  Natcher.  Under  your  program  for  the  aging,  how  many  el- 
derly persons  are  being  served  this  year  and  how  many  do  you  esti- 
mate will  be  served  in  1983? 

Ms.  Hardy.  Mr.  Chairman,  we  can  supply  that  for  the  record  in 
terms  of  the  number  of  meals  provided  per  day  and  the  number  of 
person  service  units  of  service. 

Mr.  Natcher.  Can  you  give  us  just  a  ball  park  figure? 

Ms.  Hardy.  In  terms  of  meals  per  day,  the  request  would  support 
about  607,845  meals  per  day.  In  terms  of  person  units  of  services, 
the  request  would  support  1,546,000  for  transportation,  1,192,000 
for  outreach,  3,482,000  for  I  &  R,  493,000  for  in-home  and  260,000 
for  legal  services. 

IMPACT  OF  REDUCTIONS  ON  LOCAL  PROGRAMS 

Mr.  Natcher.  The  total  budget  request  for  programs  for  the 
aging  is  $652  million,  a  reduction  of  $77  million  below  1982  fund- 
ing. What  effect  will  this  reduction  have  on  local  programs? 

What  do  you  have  to  say  about  that,  Ms.  Hardy? 

Ms.  Hardy.  All  of  those  dollars,  go  primarily  to  support  services, 
Mr.  Chairman.  Services  are  provided  through  607  area  agencies  on 
aging.  I  anticipate  that  there  will  be  reductions  as  indicated,  there 
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will  be  reductions  in  terms  of  the  number  of  meals  served.  We  have 
designed  program  management  and  program  improvements  such 
as  increased  program  income  to  lessen  the  impact  of  these  reduc- 
tions. 

RUNAWAY  YOUTH  PROGRAM 

Mr.  Natcher.  For  the  Runaway  Youth  program,  you  are  request- 
ing $6.6  million,  a  reduction  of  $3,914  million  below  the  1982  appro- 
priation. Is  this  just  an  arbitrary  reduction  in  the  program?  How 
did  you  derive  the  reduction  figure? 

Ms.  Hardy.  It  is  a  fairly  arbitrary  reduction  but,  as  the  Commis- 
sioner on  Children,  Youth  and  Families  has  stated,  we  believe  the 
Runaway  Youth  programs  are  very  good  but  the  federal  share  is  a 
very  small  portion  of  their  total  budget.  We  provide  30-35  percent 
funding.  And  there  are  other  opportunities  for  providing  services  to 
runaway  youth  than  the  federal  dollar. 

Mr.  Natcher.  On  page  125  of  your  justifications  you  have  a  state 
distribution  for  the  Runaway  Youth  program.  Some  states  would 
receive  as  little  as  $15,000  under  your  budget.  What  can  be  accom- 
plished with  such  relatively  small  amounts? 

Now  any  state  that  receives  $15,000,  what  could  they  do  with  it, 
Ms.  Hardy?  With  those  relatively  small  amounts,  can  they  operate 
any  type  of  program? 

Ms.  Hardy.  I  would  see  them  contributing  to  the  operation  of 
several  kinds  of  programs  throughout  their  state  in  a  small  way. 
They  can  be  the  catalyst  piece  in  terms  of  working  with  the  local 
Runaway  Youth  Shelters. 

RESEARCH  PROGRAM  CONSOLIDATION 

Mr.  Natcher.  Under  your  program  for  human  resources  and 
demonstration,  you  are  proposing  a  separate  appropriation  of 
$57,291  million  for  1983.  Why  are  you  proposing  to  consolidate  most 
of  your  research  programs? 

Ms.  Hardy.  We  are  proposing  to  consolidate  most  of  our  research 
programs  so  as  to  provide  an  overall  Human  Development  Services 
research  agenda  that  has  pieces  to  it  that  highlight  the  priorities  of 
the  Department  and  the  priorities  of  those  programs  throughout 
the  year. 

The  discretionary  account  would  combine  moneys  from  Child 
Abuse,  from  Runaway  Youth,  from  Developmental  Disabilities, 
Special  Projects,  and  from  Section  1110  of  the  Social  Security  Act, 
and  other  dollars  that  would  be  combined  to  give  us  a  flexible  pot 
so  that  these  dollars  can  be  used  most  effectively.  When  we  look  at 
research,  we  keep  doing  research  for  just  disabled  people  as  op- 
posed to  looking  at  perhaps  the  benefits  of  de-institutionalization  of 
an  elderly,  disabled  person.  That  requires  two  pots  of  money  at  the 
moment. 

The  same  kind  of  thing  with  children  and  disabled.  I  think  there 
are  some  great  economies  and  some  good  kinds  of  research  projects 
that  can  come  out  of  combined  accounts. 

Mr.  Natcher.  For  the  record,  insert  a  breakdown  showing  the 
1981  and  1982  amounts  for  each  program  proposed  for  consolida- 
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tion.  Can  you  tell  us  if  legislation  is  necessary  to  consolidate  these 
programs? 

[The  information  follows:] 

HUMAN  DEVELOPMENT  SERVICES 


Programs  proposed  for  consolidation  in  1983  1981  appropriation  resolution i  level 


ACYF  Child  Welfare  R.  &  D   $11,150,000  $10,608,000 

Child  abuse  discretionary  projects   16,050,000  9,479,000 

Adoption  opportunities   5,000,000  1,912,000 

ADD  DD  special  projects   3,484,000  2,350,000 

DD-UAFs  -.   6,499,000  7,200,000 

Social  services  research   3,550,000  0 

Total  research   45,733,000  31,549,000 


HDS  is  making  its  appropriations  request  for  Social  Services  Discretionary  Activi- 
ties against  a  group  of  existing  legislative  authorities  rather  than  on  a  line-by-line 
basis.  No  repeals  or  modifications  of  existing  legislative  authorities  are  being  re- 
quested. HDS  will  not  ask  for  changes  in  current  authorizing  legislation  because  no 
such  changes  are  necessary.  HDS  intends  to  comply  with  the  statutory  requirements 
of  each  of  these  categorical  authorities. 

A  consolidated  approach  to  funding  these  programs  would  result  in  individual  ac- 
tivities being  strengthened  as  we  acquire  increased  flexibility  and  proficiency 
through  eliminating  duplication  of  effort  and  producing  more  efficient  and  effective 
planning  strategies. 

Mr.  Itteilag.  No,  it  does  not,  Mr.  Chairman,  except  that  $57 
million  includes  $26.5  million  for  the  National  Institute  of  Handi- 
capped Research.  That  particular  line  item  is  part  of  the  proposal  to 
move  programs  from  the  Department  of  Education.  So  to  that  extent 
it  would  require  legislation. 

Mr.  Natcher.  An  announcement  was  inserted  by  your  office  in 
the  Federal  Register  on  November  16,  1981,  which  appears  to  be 
based  on  a  program  consolidation.  Is  this  premature? 

Ms.  Hardy.  I  do  not  believe  so,  Mr.  Chairman.  That  November 
16  announcement  is  a  consolidated  discretionary  grant  announce- 
ment. We  have  set  up  the  priorities  of  Human  Development  Serv- 
ices as  a  total  organization  and  asked  for  competing  grant  propos- 
als based  on  those  priorities.  When  those  grant  proposals  are  delib- 
erated, decided,  reviewed,  finally  funded,  the  funding  for  joint  proj- 
ects will  have  to  be  very  strictly  complied  with,  with  the  categori- 
cal program  legislation. 

So  I  could  see  a  project  which  would  have  50  percent  of  disabled 
money  and  50  percent  of  children-type  money  in  it,  and  that  will  be 
very  carefully  accounted  for. 

CHILD  WELFARE  SERVICES  BLOCK  GRANT 

Mr.  Natcher.  Under  Child  Welfare  Services,  Ms.  Hardy,  is  the 
main  purpose  of  the  block  grant  to  reduce  the  cost  of  child  welfare 
services?  Is  that  the  purpose  of  it? 

Ms.  Hardy.  No,  sir,  that  is  not  the  purpose  of  the  block  grant 
approach.  The  block  grant  approach  is  based  on  our  belief  that  in- 
cluding the  protections  and  safeguards  that  have  been  in  Public 
Law  96-272  and  providing  the  flexibility  to  the  states  will  result  in 
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better  planning  and  permanent  placement  of  those  children  who 
are  currently  in  foster  care. 

Mr.  Natcher.  What  is  the  relationship  between  child  welfare 
services  and  foster  care  services? 

Mr.  Hodges.  Child  Welfare  Services  include  some  extensive 
Social  Service  to  families,  in  the  interest  of  protecting  high  risk 
children  in  families.  Emphasis  at  times  is  on  prevention  preventing 
displacement  and  disruption  of  those  families,  efforts  to  prevent 
the  need  for  removing  children  and  placing  them  in  foster  care.  So 
Child  Welfare  Services  are  important  in  supporting  foster  care  in 
terms  of  helping  the  child  to  return  to  the  home  or  in  many  cases 
to  prevent  the  need  to  remove  him  from  the  home. 

Mr.  Natcher.  If  child  welfare  services  are  increased,  would 
foster  care  costs  decrease? 

Mr.  Hodges.  I  would  think  that  would  be  a  help.  You  need  the 
professional  services  in  order  to  solve  the  problems  that  are  forcing 
these  families  into  these  threatening  situations  for  children.  So  the 
professional  services,  to  an  extent,  would  decrease  that  need. 

Ms.  Hardy.  Mr.  Chairman,  in  an  ideal  situation,  we  would  like  to 
see  most  money  spent  on  child  welfare  services  because  there 
would  not  be  a  need  for  individual  children  to  have  foster  care  pay- 
ments. 

Mr.  Natcher.  If  current  law  is  not  changed,  how  much  would  be 
required  for  child  welfare  services  and  foster  care  in  1983? 

Ms.  Hardy.  Our  proposal,  Mr.  Chairman,  is  $380  million  for  a 
combined  area  that  remains,  we  have  not  broken  that  proposal 
down. 

Mr.  Natcher.  In  the  record,  give  us  the  figures  based  on  current 
law. 

[The  informaton  follows:] 

Ms.  Hardy.  Child  Welfare  Services  (Title  IV-B)  is  funded  at  the  level  set  by  the 
Congress  each  year.  The  authorization  under  current  law  is  $266  million.  We  esti- 
mate that  under  current  law  close  to  $400  million  would  be  needed  for  foster  care  if 
there  is  no  mandatory  ceiling  imposed  through  funding  of  the  Title  IV-B  program 
at  the  trigger  level  $266  million  in  fiscal  year  1983. 

WORK  INCENTIVE  PROGRAM 

Mr.  Natcher.  Let  us  take  up  next  the  Work  Incentive  Program. 
When  you  proposed  to  eliminate  this  program  for  1983,  was  it  diffi- 
cult, Ms.  Hardy? 

Ms.  Hardy.  No,  I  do  not  believe  so. 

Mr.  Natcher.  This  is  a  complete  elimination.  Tell  us  why  it  is 
easy  to  eliminate  this  program. 

Ms.  Hardy.  We  believe  that  the  mandated  Community  Work  Ex- 
perience Program  that  is  being  proposed  will  negate  the  need  for  a 
separate  categorical  work  incentive  program  at  the  federal  level. 

Mr.  Natcher.  You  think  that  will  solve  the  problem? 

Ms.  Hardy.  We  believe  that  that  program  will  be  effective  and 
that  there  will  be  not  a  need  for  another  separate  WIN  program. 

Mr.  Natcher.  How  long  has  the  Work  Incentive  Program  been 
operating? 

Mr.  Bruening.  Since  1967. 

Mr.  Natcher.  Since  1967? 

Mr.  Bruening.  Yes. 
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Mr.  Natcher.  The  justification  refers  to  a  new  Community  Work 
Experience  Program  on  page  201,  and  I  believe  that  is  the  one  that 
you  mentioned,  Ms.  Hardy. 

Ms.  Hardy.  Yes.  There  is  also,  Mr.  Chairman,  as  I  understand  it, 
an  employment  and  training  block  grant  being  proposed  this  week 
by  the  Department  of  Labor  which  would  have  similar  kinds  of 
pieces  for  employment  and  training. 

Mr.  Natcher.  Does  the  new  Community  Work  Experience  Pro- 
gram require  authorizing  legislation? 

Ms.  Hardy.  Yes,  it  does.  It  is  my  understanding  it  is  on  its  way 
to  the  Congress. 

Mr.  Itteilag.  Yes,  that  is  correct,  Mr.  Chairman. 

Mr.  Natcher.  The  appendix  to  the  President's  budget  says  that 
in  1983  States  will  be  able  to  continue  the  WIN  program  with  re- 
sources from  the  Social  Services  block  grant.  How  would  that  be 
possible  when  you  propose  to  cut  the  block  grant  funding  by  over 
$400  million  in  1983? 

Ms.  Hardy.  The  states  will  have  the  option  of  funding  WIN 
kinds  of  programs  out  of  the  Social  Services  block  grant.  It  is  up  to 
the  states  to  decide  how  they  want  to  spend  those  dollars  from  the 
Social  Services  block  grant. 

Mr.  Natcher.  You  are  proposing  appropriation  bill  language  in 
the  block  grant  account  to  permit  the  States  to  use  block  grant 
monies  for  the  Work  Incentive  Program,  right? 

Ms.  Hardy.  Yes,  sir. 

Mr.  Natcher.  If  you  will,  explain  this  language  just  a  little  more 
to  us. 

Ms.  Hardy.  In  terms  of  the  proposal  for  the  Social  Services  block 
grant? 

Mr.  Natcher.  Yes.  Tell  us  why  the  Appropriations  Committee 
should  be  asked  to  amend  the  substantive  law?  Is  that  not  what  we 
are  doing  if  we  agree  to  this?  In  substance,  are  we  not  just  amend- 
ing the  law? 

What  do  you  say  about  it?  You  can  answer  that  one  real  easily, 
yes  or  no.  Are  we  not  just  amending  the  substantive  law  if  we 
agree  to  that? 

Mr.  Itteilag.  Yes,  sir,  Mr.  Chairman,  that  is  correct. 

Mr.  Natcher.  How  many  states  are  operating  WIN  demonstra- 
tion projects? 

Ms.  Hardy.  It  is  my  understanding  26  states  have  asked  to  oper- 
ate the  WIN  demonstration  projects  and  by  the  time  all  of  the  ne- 
gotiations are  finished  it  will  probably  be  about  16  or  17  states. 

Mr.  Natcher.  On  page  197  the  justification  says  that  "the  ratio 
of  annualized  welfare  grant  reductions  to  total  WIN  costs  is  better 
than  2-to-l".  Does  that  not  indicate  the  worth  of  the  program,  gen- 
erally speaking? 

Ms.  Hardy.  I  would  agree  that  2-to-l  is  a  good  ratio  but  not  that 
WIN  is  the  only  way  to  provide  welfare  grantees  with  work  and 
employment. 

Mr.  Natcher.  You  people  are  not  saying  to  us  that  the  Work  In- 
centive Program  is  a  failure,  are  you? 

Ms.  Hardy.  I  think  it  has  its  pluses  and  minuses. 
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Mr.  Natcher.  Talk  a  little  bit  to  us  about  the  pluses.  That  will 
help  us  most.  What  about  the  pluses?  Make  it  real  strong  now.  Is 
that  right,  Mr.  Stokes? 

Mr.  Stokes.  That  is  correct,  Mr.  Chairman. 

Mr.  Natcher.  Go  right  ahead. 

Ms.  Hardy.  The  primary  plus,  I  think,  is  that  a  federal  dollar 
can  match  several  nonfederal  dollars  and  someone  can  hopefully  be 
employed.  The  minus  is  that  the  measurements  are  primarily 
based  on  a  30-day  employment  record.  I  would  like  to  see  it  be 
more  like  a  30-year  or  longer  employment  record  to  show  that 
WIN,  and  all  of  our  work  in  employment  and  training  programs 
are  cost-effective. 

Mr.  Natcher.  Mr.  Stokes,  I  yield  to  you. 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

Ms.  Hardy,  let  me  pick  up  on  your  last  answer  with  reference  to 
the  Chairman's  question.  Last  year  in  the  record  you  told  us:  "WIN 
is  returning  more  in  the  way  of  tax  savings  and  other  benefits  to 
society  than  it  is  costing." 

Now,  if  this  is  true  

Ms.  Hardy.  Me? 

Mr.  Stokes.  Well,  the  Assistant  Secretary  for  Human  Develop- 
ment Services  last  year. 
Ms.  Hardy.  Well,  all  right. 

Mr.  Stokes.  He  was  here  in  your  capacity.  That  was  the  official 
statement  of  the  Department  in  the  record. 

How  does  that  juxtapose  with  your  statement  to  the  Chairman? 

Mr.  Hodges.  Mr.  Stokes,  I  have  had  some  experience  with  the 
WIN  program  for  a  number  of  years,  even  from  the  beginning  of  its 
first  year.  And  I  would  say  that  that  statement  should  probably  be 
true  across  the  nation,  that  it  does  return  more  on  the  dollar.  But 
the  problem  has  been  that  there  have  been  some  other  programs 
that  have  had  greater  returns  on  the  dollar  than  WIN.  And  that 
has  led  to  the  call  for  some  creativity  with  providing  employment 
opportunities  for  persons  who  are  welfare  recipients;  that  there  are 
other  programs  that  have  received,  that  have  yielded  a  greater 
return  than  WIN  has  yielded. 

True,  it  has  yielded.  But  there  are  a  number  of  persons  in  the 
welfare  community,  both  those  delivering  services  and  those  being 
serviced,  who  feel  that  there  is  room  for,  a  need  for  much  more  to 
be  done  than  has  been  done. 

Mr.  Bruening.  May  I  add  that  WIN  functions  can  still  be  carried 
out  under  CWEP  and  Social  Service  block  grant  and  perhaps  the 
new  training  block  grant  program.  To  the  extent  states  decide  to 
carry  out  those  functions  you  would  expect  that  the  same  return 
on  investment  would  occur. 

CHILD  WELFARE  BLOCK  GRANT 

Mr.  Stokes.  Let's  move  over  to  another  area — the  proposed  Child 
Welfare  Block  Grant.  One  of  the  reasons  that  Congress  passed  the 
Adoption  Assistance  and  Child  Welfare  Act  was  because  the  states 
had  neglected  their  responsibilities  to  over  one  million  abused  chil- 
dren and  foster  children.  Now  once  again  you  are  proposing  in 
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effect  to  repeal  that  law  by  placing  the  child  welfare  programs  into 
a  block  grant. 

What  indications  are  there  that  states  are  now  taking  their  re- 
sponsibilities to  these  children  more  responsibly  than  they  did  in 
the  past? 

Ms.  Hardy.  I  think  there  are  several  things,  Congressman. 
Under  96-272,  there  is  a  certification  process  for  incentive  dollars; 
34  states  have  certified  that  they  have  met  the  prescriptions  and 
items  of  the  law  and  are  now  being  reviewed  by  the  Administration 
on  Children,  Youth  and  Families. 

The  three  pilot-tested  states  have  done  extremely  well.  I  would 
like  to  comment  that  the  block  grant  and  our  proposal  which 
should  be  here  shortly,  contain  safeguards,  many  of  the  safeguards 
and  protections  of  96-272. 

Mr.  Hodges.  There  are  also  incentives  there.  Unless  states 
comply  with  the  added  quality  requirements  of  assessments  and  re- 
views and  continued  reviews  and  plans  for  these  children,  they  will 
receive  at  a  maximum  80  percent  of  what  they  could  receive.  That 
20  percent  incentive  that  they  can  receive  by  having  a  quality  pro- 
gram will  be  an  incentive  and  at  the  same  time  will  help  to  insure 
a  quality  program. 

The  reviews  by  this  Administration  will  also  make  sure  that  they 
are  performing  in  conformance  with  the  law. 

Mr.  Stokes.  But,  overall,  will  the  states  not  receive  $85  million 
less  for  these  activities  in  fiscal  year  1983  than  they  now  receive? 

Ms.  Hardy.  Yes. 

Mr.  Stokes.  This  represents,  according  to  my  figure,  about  an  18 
percent  budget  cut  in  this  area.  How  can  the  states  do  more? 

Mr.  Hodges.  That  is  when  you  look  at  the  total  pot.  But  when 
you  look  at  for  instance  adoption  assistance,  where  they  only  were 
receiving  $5  million,  and  $300  million  for  foster  care,  the  great 
need  is  for  increased  emphasis  on  adoption  assistance.  This  legisla- 
tion will  permit  them  to  do  far  more  with  adoption  assistance  and 
lessen  the  need  for  the  more  expensive  foster  care  which  does  not 
meet  the  permanent  needs  of  the  child. 

Mr.  Stokes.  How  many  fewer  children  will  receive  child  welfare 
services  under  your  budget? 

Mr.  Hodges.  We  would  not  see  this  as  an  instrument  to  limit 
children  to  be  served,  particularly  in  that  child  welfare  services 
would  probably  be  increased  and  hopefully  the  need  for  foster  care 
would  be  decreased.  Total  services  could  be  increased.  We  cannot 
foretell  at  this  point.  But  provisions  are  there,  with  the  quality 
child  welfare  services,  that  total  services  could  actually  increase 
with  the  lesser  amount  of  money. 

BUDGET  REDUCTIONS  FOR  ELDERLY  PROGRAMS 

Mr.  Stokes.  Ms.  Hardy,  in  fiscal  year  1982  a  number  of  budget 
reductions  were  implemented  in  programs  serving  the  elderly.  For 
example,  food  stamp  benefits  were  reduced — one-fourth  of  all  food 
stamp  recipients  are  the  elderly;  increases  in  Medicare  deductibles 
were  imposed;  rent  increases  for  tenants  in  public  housing  were  im- 
plemented— one-third  of  all  public  housing  tenants  are  elderly.  Ad- 
ditional budget  cuts  are  proposed  in  fiscal  year  1983  for  these  pro- 
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grams  and  other  programs,  including  low  income  energy  assistance 
and  senior  employment,  which  also  serve  the  elderly. 

Now,  your  budget  proposals  include  11  percent  funding  reduc- 
tions for  senior  centers,  social  and  nutrition  services  in  fiscal  year 
1983.  Have  we  not  asked  the  elderly  to  assume  an  inordinate 
burden  in  terms  of  the  budget  reductions? 

Ms.  Hardy.  I  do  not  think  so,  Congressman.  If  we  look  at  the 
total  federal  spending  for  the  elderly,  there  is  an  increase  of  over 
$14  billion. 

Mr.  Stokes.  Can  you  tell  us  how  many  fewer  meals  will  be 
served  to  the  elderly  as  a  result  of  your  budget  proposal? 

Ms.  Hardy.  We  estimate  about  69,000  fewer  meals  per  day  will 
be  supported.  But  as  we  have  talked  earlier  here,  I  think  it  is  im- 
portant to  point  out  that  we  do  have  opportunities  for  better  pro- 
gram management  and  for  increased  program  income  from  the 
non-poor,  who  are  about  40  percent  of  the  people  that  we  serve. 

Mr.  Stokes.  What  is  going  to  be  the  impact  of  your  budget  on  the 
provision  of  social,  transportation  and  in  home  services  to  the  el- 
derly? 

Ms.  Hardy.  We  estimate  reductions  of  192,000  person  units  of 
service  in  transportation  and  of  62,000  in  in-home  services. 
Mr.  Stokes.  Mr.  Early. 

reduction  in  meals 
Mr.  Early.  Thank  you. 

That  69,000  meals  a  day,  how  did  we  determine  that?  Did  we  say 
we  have  to  save  so  much  money  so  we  are  going  to  cut  out  69,000 
meals  a  day?  Did  you  have  any  evidence  or  surveys,  that  say  we  do 
not  need  69,000  meals  a  day? 

Ms.  Hardy.  No,  there  are  no  surveys  on  the  need  for  meals. 

Mr.  Early.  How  could  anyone  just  say  we  are  going  to  cut  69,000 
meals  a  day.  That  is  an  awful  lot  of  meals.  Many  of  those  in  the 
program  greatly  need  those  meals.  Does  that  not  frighten  you? 

Ms.  Hardy.  It  is  about  10  percent  daily  reduction. 

Mr.  Early.  I  do  not  care  about  percentages.  You  just  told  Mr. 
Stokes  that  the  non-poor  comprise  40  percent  of  the  people  served. 
So  we  do  not  know  if  those  69,000  meals  are  going  to  be  cut  out  of 
the  non-poor  or  if  they  are  going  to  be  cut  out  of  the  real  poor. 

Gee,  that  really  bothers  me.  We  are  going  to  cut  out  69,000  meals 
a  day  and  we  are  not  sure  if  we  are  taking  them  away  from  the 
people  that  need  them  the  most.  How  could  a  U-Conn.  grad  do 
that? 

Ms.  Hardy.  I  did  not  go  to  U-Conn. 

Mr.  Early.  Did  you  not  go  to  Connecticut? 

Ms.  Hardy.  Connecticut  College. 

Mr.  Early.  Connecticut  College?  My  God,  how  can  that  happen. 
We  are  just  saying  that  in  order  to  save  money  we  are  going  to  cut 
out  69,000  meals,  but  we  are  not  sure  if  we  are  taking  them  away 
from  the  69,000  people  that  need  them  the  most. 

Ms.  Hardy.  I  can  provide  no  assurances,  but  the  history  of  the 
program  is  in  providing  emphasis  to  services  to  those  most  in  need. 

Dr.  Tolliver.  I  do. 
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The  69,000  reduction  in  meals  can  also  be  translated  to  about  4 
meals  per  provider.  It  should  not  be  difficult  to  provide  at  least 
some  of  the  4  meals. 

Mr.  Early.  That  is  just  as  bad,  if  those  are  the  4  people  that 
need  it  the  most. 

Dr.  Tolliver.  Further,  evaluation  data  suggest  that  the  average 
participant  in  our  program  participates  2  to  3  times  per  month,  so 
the  reductions  hardly  imply  serious  consequences  for  the  elderly 
population.  As  Ms.  Hardy  mentioned  earlier,  we  will  be  making  ef- 
forts to  increase  program  income  and  to  improve  the  cost  efficiency 
and  effectiveness  of  our  programs. 

Mr.  Early.  But  that  is  not  enough  if  you  are  taking  the  food 
away  from  people. 

Dr.  Tolliver.  We  have  had  2  recent  reports  submitted  to  us  from 
the  area  agencies  on  aging,  which  may  be  helpful  in  explaining 
some  of  the  planned  strategies  to  maintain  services  levels. 

Mr.  Early.  I  am  trying  to  find  some  reasons  why  we  are  cutting 
this  out. 

PROGRAM  CHANGES  INCREASE  EFFICIENCY 

Dr.  Tolliver.  The  reductions  in  federal  spending  are  necessary 
for  economic  recovery.  Yet,  we  are  trying  to  maintain  service  levels 
despite  the  reductions.  For  example,  in  the  State  of  California, 
where  some  changes  were  implemented  in  the  operations  of  its  nu- 
trition program,  the  agency  was  able  to  save  approximately 
$100,000  and  thus  increase  meals.  I  would  like  to  mention  that  the 
changes  were  recommended  by  a  participant  in  the  Minority  Intern 
Program  which  AO  A  sponsors. 

Another  agency,  in  Florida,  reported  that  it  had  been  able, 
through  using  a  new  flash-freeze  method  in  food  preparation  to 
save  approximately  $50,000.  This,  of  course,  was  then  translated 
into  additional  meals.  We  believe  that  by  working  with  the  net- 
work, of  State  and  area  agencies  on  aging  we  will  be  able  to  in- 
crease program  dollars  and  efficiency  in  the  use  of  these  dollars. 

Mr.  Early.  What  would  your  approach  be,  should  we  develop 
those  ways  of  increasing  that  before  we  cut  them  out?  The  most 
underprivileged  are  usually  the  ones  that  are  the  least  aware  of 
how  to  go  about  getting  the  meal. 

Dr.  Tolliver.  Service  providers  are  usually  very  familiar  with 
the  persons  who  participate  in  the  program.  They  are  very  much 
aware  of  the  emphasis  provided  in  the  legislation  to  target  services, 
including  meals  to  those  older  persons  with  the  greatest  social  or 
economical  needs.  With  their  knowledge  of  the  participants  and  of 
the  mandate  we  expect  them  to  continue  to  serve  persons  with  the 
most  needs. 

OTHER  PROGRAM  REDUCTIONS 

Mr.  Early.  I  do  not  want  to  leave  the  judgment  to  those  who  ad- 
minister the  program,  and  have  the  people  with  the  most  need  not 
get  those  meals. 

I  want  to  pursue  one  other  point.  How  do  we  say  to  the  states 
that  we  are  going  to  take  Medicaid  and  you  are  going  to  take 
AFDC  and  food  stamps,  but  you  have  the  flexibility  to  administer 
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them.  We  are  mandating  it,  and  we  cannot  have  it  both  ways.  We 
cannot  say  you  have  the  AFDC  program  but  we  are  mandating 
that  you  do  this. 
How  would  you  comment  on  that? 

Ms.  Hardy.  Well,  my  first  comment  is  the  whole  question  of  the 
swap  and  the  turnback  is  still  under  significant  discussion  between 
the  Administration,  the  Governors,  state,  local,  county  people,  ev- 
eryone else. 

So  what  exactly  will  come  out  of  that  package,  I  am  not  privy  to 
right  this  minute. 

Mr.  Early.  The  Secretary  has  said  that  they  will  have  the  flexi- 
bility, and  now  we  are  mandating. 

Ms.  Hardy.  I  think  the  CWEP  discussion  goes  back — it  was  pro- 
posed last  year.  I  think  it  is  a  reproposal  if  you  will  in  terms  of  our 
asking  that  that  CWEP  proposal  be  mandated.  It  went  through 
Congress  last  year  and  we  are  asking  for  it  again  this  year.  In 
terms  of  mandate  versus  flexibility  I  do  not  have  an  answer  to 
that. 

Mr.  Early.  I  do  not  think  there  is  an  answer. 

I  think  the  states  perceive  flexibility  as  having  no  restrictions.  It 
is  discouraging.  I  see  programs  that  we  are  cutting  back,  like  child 
abuse,  deteriorating  under  what  we  are  doing  now. 

I  think  we  will  compound  these  problems,  and  not  by  just  the 
amount  we  are  cutting  it  back  but  much  more  than  that. 

CHILD  ABUSE 

From  the  states  I've  visited  and  the  people  I've  spoke  to,  concern- 
ing child  abuse,  it  appears  as  though  this  has  become  an  area  that 
a  lot  of  people  are  interested  in.  Also,  the  reporting  has  increased 
significantly  over  the  last  5,  or  10  years,  with  the  efforts  of  the  Na- 
tional Center  of  Child  Abuse  and  Neglect. 

But  the  states  that  have  the  least  amount  of  outreach  are  going 
to  have  the  best  record  for  handling  the  situation. 

Ms.  Hardy.  No,  I  do  not  think  so.  Because  of  the  reporting,  the 
citizen,  the  man  on  the  street  is  very  much  more  aware  of  child 
abuse  than  I  think  was  true  several  years  ago,  so  we  do  have  in- 
creased reporting  throughout  this  country. 

All  of  us  know  and  read  about  a  lot  of  child  abuse.  I  think  we 
will  continue  to  see  that.  There  is  a  lot  of  pressure  exerted  not  only 
on  state  and  local  responsible  people  but  also  on  private  individuals 
to  be  very  involved  in  the  whole  solution  to  child  abuse. 

Mr.  Early.  My  final  question:  In  your  professional  opinion,  is 
child  abuse  decreasing  or  increasing  nationally? 

Ms.  Hardy.  The  number  of  cases — - 

Mr.  Early.  Not  the  number  of  cases  being  reported;  the  situation 
itself,  is  it  increasing  nationally  or  decreasing  nationally? 
Ms.  Hardy.  It  is  either  holding  level  or  increasing  somewhat. 
Mr.  Early.  I  think  it  is  increasing  substantially. 
Thank  you  very  much. 
[The  information  follows:] 

Mr.  Natcker.  For  Federal  administration  of  human  development  services  pro- 
grams, your  1983  budget  shows  1,260  positions.  For  the  record,  supply  a  breakdown 
of  these  positions  by  program. 
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Distribution  of  permanent  positions 


Administration  for  Children,  Youth,  and  Families   386 

Administration  on  Aging   250 

Administration  for  Developmental  Disabilities   55 

Administration  for  Native  Americans   45 

Office  of  Policy  Control  and  Review   250 

Work  Incentive   34 

Office  of  Management  Services   116 

Office  of  Policy  Development   43 

President's  Committee  on  Mental  Retardation   13 

Immediate  Office  of  the  Assistant  Secretary   68 


Total   1,260 


Mr.  Natcher.  Ms.  Hardy,  we  want  to  thank  you  and  your  asso- 
ciates for  appearing  before  our  committee  at  this  time  in  behalf  of 
your  budget  request  for  fiscal  year  1983.  Let  me  say  this  to  you: 
You  have  a  group  of  associates  who  work  hard.  These  people  are 
all  good  people.  When  you  reach  the  point,  Ms.  Hardy,  when  you 
cannot  answer  these  questions,  when  you  get  the  transcript  back, 
let  me  make  a  suggestion  to  you.  You  have  a  gentleman  sitting  at 
the  table  with  you,  Mike  Suzuki,  and  when  you  reach  the  point 
where  you  cannot  answer  them,  ask  him. 

Ms.  Hardy.  I  always  do,  Mr.  Chairman. 

Mr.  Natcher.  I  say  that  to  you,  frankly.  Last  year,  Mike,  you  re- 
member this,  we  had  an  Acting  Assistant  Secretary,  a  really  fine 
gentleman.  However,  we  did  not  get  too  many  answers.  We  said, 
"Mike,  come  on  up  to  the  table  and  help  us."  He  came  on  up  to  the 
table  and  helped  us. 

Ms.  Hardy.  I  realize  that,  Mr.  Chairman. 

Mr.  Natcher.  Thank  you  very  much.  We  appreciate  your  appear- 
ing before  our  committee. 
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The  following  questions  were  submitted  to  be  answered  for 
the  record: 

SOCIAL  SERVICES  BLOCK  GRANTS 

Mr.  Natcher.     Based  on  the  reports  States  are  required  to 
develop  on  their  intended  use  of  Social  Services  Block  Grant 
funds,  how  are  States  changing  their  programs  as  a  result  of 
the  Reconciliation  Act? 

Ms.  Hardy.     States  had  a  very  short  time  period  between  the 
enactment  of  the  law  and  the  implementation  date  of  the  Social 
Services  Block  Grant.     Surprisingly,  a  number  of  changes  have 
been  initiated  by  the  States  including: 

o    prioritizing  services  dropping  less  effective  and  less 
vital  services 

o    targeting  eligibility  on  those  most  in  need  of  services 

o    increasing  State  and  private  support  of  certain  services 

o    increasing  user  fees  based  on  ability  to  pay  part  of  the 
cost 

o    transferring  of  other  block  grant  funds  to  the  Social 
Services  Block  Grant 

o    reducing  administrative  cost  under  the  Social  Services 
Block  Grant 

Mr.  Natcher.     Now  that  States  are  no  longer  required  to 
spend  title  XX  funds  only  on  the  poor  and  near-poor,  have  they 
expanded  the  population  group  eligible  for  services? 

Ms.  Hardy.    What  information  we  have  on  eligibility  under 
the  block  grant  indicates  a  tightening  of  requirements.     To  be 
eligible,  families  have  to  be  at  lower  income  levels.  Certain 
services  are  now  limited  to  Aid  to  Families  with  Dependent 
Children  and  Supplemental  Security  Income  recipients.    As  in 
the  past,  certain  services  continue  to  be  available  on  a 
universal  basis,  but  in  terms  of  the  total  population  served, 
the  poor  and  near  poor  may  well  represent  a  greater  proportion 
of  the  population  receiving  services. 

Mr.  Natcher.    What  has  been  the  impact  of  the 
Reconciliation  Act  on  groups  which  formerly  were  guaranteed  a 
minimum  amount  of  title  XX  services,  such  as  Supplemental  , 
Security  Income  recipients? 
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Ms.  Hardy.     The  group  previously  guaranteed  a  minimum 
amount  of  title  XX  resources  were  the  public  assistance 
recipients  (i.e.  Aid  to  Families  with  Dependent  Children  and 
Supplemental  Security  Income).    With  the  apparent  trend  in 
tightening  financial  eligibility  it  would  not  be  surprising  if 
the  same  or  greater  proportion  of  title  XX  resources  were 
devoted  to  that  group. 

Mr.  Natcher.    What  has  been  the  impact  of  budget  reductions 
in  title  XX  on  States?    Are  States  providing  fewer  services, 
servicing  fewer  people,  charging  fees  for  services?    What  is 
your  estimate  of  the  impact  of  the  further  reductions  proposed 
for  FY  1983? 

Ms.  Hardy.     The  impact  of  the  budget  reduction  has  been 
that  fewer  people  will  receive  services,  some  services  may  be 
eliminated  and  a  number  of  States  have  increased  the  fees  that 
they  charge  based  on  ability  to  pay  part  of  the  cost  of  ser- 
vices.    Some  States  have  also  shifted  the  method  of  financing 
services  such  as  charging  Aid  to  Families  with  Dependent 
Children  for  day  care  and  Medicaid  for  family  planning.  Some 
States  have  also  transferred  funds  from  other  Block  Grants  to 
title  XX. 

SOCIAL  SERVICES  TRAINING 

Mr.  Natcher.     Now  that  training  is  no  longer  a  separately 
authorized  activity  under  title  XX,  to  what  extent  are  States 
using  their  block  grant  funds  to  provide  training  to  State  and 
local  social  services  personnel? 

Ms.  Hardy.    We  do  not  have  very  much  data  on  FY  1982 
training  activities  but  it  is  our  impression  that  a  number  of 
the  States  have  significantly  reduced  their  training  and  staff 
development  programs  under  the  Social  Services  Block  Grant  and 
the  earlier  reductions  in  training  resources. 

REPORTING  UNDER  SOCIAL  SERVICES  BLOCK  GRANT 

Mr.  Natcher.    Are  there  sufficient  reporting  and  auditing 
requirements  In  the  new  Social  Services  Block  Grant  legislation 
to  provide  the  Federal  Government  with  timely  and  accurate 
information  on  how  Federal  funds  are  being  spent? 

Ms.  Hardy.    We  believe  that  the  requirements  are  adequate 
given  that  the  responsibility  for  the  management  of  the 
resources  rests  with  the  States.    The  pre-expenditure  and 
post-expenditure  reports  and  the  voluntary  reports  will 
presumably  provide  the  necessary  information  on  how  Federal 
funds  are  being  spent  for  Federal  purposes.    However,  it  should 
be  pointed  out  that  the  statute  provides  that  the  audit  reports 
and  the  post-expenditure  reports  may  be  submitted  every  two 
years. 
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STATE  MATCHING  FUNDS  FOR  SOCIAL  SERVICES 

Mr.  Natcher.    Now  that  States  are  no  longer  required  to 
furnish  a  non-Federal  share  to  receive  title  XX  funds,  to  what 
extent  are  State,  local,  or  private  funds  now  available  for 
social  services  programs? 

Ms.  Hardy.    We  do  not  have  claiming  or  reporting  require- 
ments that  provide  this  type  of  information.    Even  when  the 
States  were  required  to  provide  a  matching  amount  it  was 
difficult  to  determine  the  total  non-Federal  funds  utilized. 
Most  States  reported  only  the  amount  that  was  required  to 
receive  the  Federal  funds  plus  a  limited  additional  amount  to 
be  utilized  in  case  particular  cost  areas  were  disallowed. 
While  there  are  indications  that  some  States  reduced  the 
non-Federal  match,  there  are  reported  instances  of  States 
increasing  their  funding  to  compensate  for  the  reduction  in 
Federal  funds. 

TRANSFER  OF  SOCIAL  SERVICES  BLOCK  GRANT  FUNDS 

Mr.  Natcher.    To  what  extent  are  States  transferring  Social 
Services  Block  Grant  funds  for  use  under  the  health  or  energy 
assistance  block  grants? 

Ms.  Hardy.    According  to  recent  survey  by  the  National 
Governors  Association  twenty  States  elected  to  transfer  funds 
to  their  Social  Services  Block  Grant  from  other  Block  Grants. 
The  survey  indicates  that  only  one  State  transferred  funds  from 
their  Social  Services  Block  Grant.    All  of  the  transfers  to  the 
Social  Services  Block  Grant  were  made  for  the  purpose  of 
continuing  essential  social  services  to  citizens.    The  Social 
Services  Block  Grant  attracts  transfers  in  because  of  the  wide 
latitude  and  flexibility  afforded  States  under  that  particular 
block  grant. 

BLOCK  GRANT  EVALUATION  STUDY 

Mr.  Natcher.    What  is  the  status  of  the  mandated  study 
required  by  the  Reconciliation  Act  on  ways  States  can  evaluate 
their  block  grant  programs? 

Mr.  Hardy.     The  mandated  study  was  begun  in  September  1981 
and  is  well  underway.    The  study  is  being  conducted  in  three 
phases.     Phase  I  (Reviewing  of  Existing  Literature  and  Design 
of  Field  Study)  was  completed  in  December  1981.    Phase  II 
(Field  Study  of  Evaluation  Measures  and  Practices)  will  be 
completed  in  seven  States  (Maine,  Florida,  Iowa,  Wisconsin, 
Colorado,  Washington,  Texas)  by  the  end  of  March  1982.  Phase 
III  (Study  Report)  will  be  completed  in  draft  by  June  1982. 
After  Departmental  clearance,  the  study  report  will  be  sent  to 
Congress. 

Mr.  Natcher.    Will  this  study  be  available  to  Congress  by 
the  statutory  deadline  of  July  1982? 
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Ms.  Hardy.  Yes,  the  study  will  be  available  to  Congress  by 
the  statutory  deadline,  August  13,  1982. 

SOCIAL  SERVICES  BLOCK  GRANT  CHANGES 

Mr.  Natcher.    Would  you  advocate  a  change  in  the  title  XX 
legislation,  changing  the  program  from  an  entitlement  to  an 
appropriated  program?    Would  you  prefer  more  discretion  in 
submitting  budget  requests  for.  this  program? 

Ms.  Hardy.    Yes,  we  would  support  an  appropriate  entitle- 
ment and  have  requested  appropriation  language  to  implement  our 
position.     And  on  the  second  part  of  your  question,  I  believe 
that  current  procedures  for  submitting  budgets  allow  sufficient 
discretion  to  program  administrators. 


93-481    0-82  16 
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HEAD  START  AND  COMMUNITY  ACTION  AGENCIES 

Mr.  Natcher.     What  proportion  of  Headstart  programs  are 
currently  being  sponsored  by  community  action  programs  (CAPS)? 

Ms*  Hardy.     Approximately  60%  of  Head  Start  grantees  are 

CAPs. 

Mr.  Natcher.    What  effect  will  reduction  of  CAP  funding 
and  consolidation  into  a  State  community  services  block  grant 
have  on  Headstart  programs  that  are  sponsored  by  CAPs  ? 

Ms.  Hardy.     States  have  the  flexibility  through  the 
Community  Services  Block.  Grant  to  continue  supporting  CAA's 
that  operate  Head  Start  projects.     Regardless  of  funding 
reductions  which  may  occur,  current  Head  Start  sponsors, 
including  CAA's,  are  accorded  priority  in  continuing  as 
sponsors  as  long  as  they  remain  fiscally  viable  and  operate 
sound  projects.     Therefore,  we  do  not  believe  that  changes  in 
CAA  funding  or  creation  of  the  Community  Services  Block  Grant 
will  cause  serious  problems  for  Head  Start. 

Mr.  Natcher.     If  Headstart  programs  begin  to  seek 
sponsors  other  than  CAPs,  what  kinds  of  agencies  do  you  think 
will  sponsor  these  programs?    Private,  non-profit  agencies? 
Local  educational  agencies? 

Ms.  Hardy.    We  do  not  intend  to  seek  new  sponsors  for 
Head  Start  projects  except  where  current  sponsors  voluntarily 
relinquish  their  grant  or  are  unable  to  meet  fiscal  and  program 
requirements.     If  a  CAA  does  need  to  be  replaced,  there  is  a 
statutory  requirement  that  priority  in  the  designation  of  a  new 
sponsor  be  given  to  a  local  private  or  non-profit  agency  that 
has  operated  a  Head  Start  program  in  substantially  the  same 
manner  as  the  original  sponsor.     This  will  help  minimize  any 
disruption  in  program  operations  and  help  maintain  the 
continuity  of  the  program. 

Mr.  Natcher.    What  steps  must  a  prospective  new  sponsor 
take  to  sponsor  a  Headstart  program?    How  long  does  this 
process  take? 

Ms.  Hardy.     If  there  is  no  organization  entitled  to  be 
disignated  as  a  successor  agency,  or  no  entitled  agency  is 
willing  to  accept  the  grant,  we  would  advertise  for  competitive 
grant  applications.     Private,  non-profit  and  public  agencies, 
including  educational  agencies,  could  apply.     In  such 
circumstances  the  selection  of  a  new  sponsor  usually  takes  from 
three  to  four  months.     Prospecitive  new  sponsors  must 
demonstrate  that  they  are  financially  and  legally  viable,  can 
operate  a  cost-effective  and  well  managed  program,  and  will 
continue  to  ensure  the  direct  participation  of  parents  and  area 
residents  in  the  program. 
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VOLUNTEERS  IN  HEAD  START 

Mr.  Natcher.    What  is  the  role  of  volunteers  in  the 
Headstart  program? 

Ms.  Hardy.     The  use  of  volunteers  in  an  effective  way  of 

mobilizing  resources  in  the  community  to  strengthen  the  program 

at  the  local  level.     The  primary  aims  of  the  volunteer 
component  are : 

— to  provide  additional  staff  in  all  areas  of  the 
program,  thus  increasing  the  effectiveness  of  the 
paid  staff 

— to  give  interested  local  citizens,  including  the 

parent  of  the  children,  an  opportunity  to 

participate  in  the  program 
— -to  establish  a  systematic  method  of  moblizing 

community  resources  for  the  expansion  and  improvement 

of  all  parts  of  the  program 
— to  stimulate  widespread  citizen  support  for  improved 

services  in  education,  health  and  welfare  for  all 

children  and  their  families. 

Services  and  time  contibuted  by  volunteers  account  for 
most  of  the  20%  non-Federal  share  of  the  local  budget. 

Mr.  Natcher.    how  many  are  there? 

Ms.  Hardy.    Approximately  500,000  volunteers  participate 
in  the  program  each  year.     Volunteers  provided  an  average  of 
167  hours  of  classroom  service  per  week,  per  program  during  the 
1980  -  1981  school  year. 

Mr.  Natcher.    What  do  they  do? 

Ms.  Hardy.     Volunteers  serve  on  a  variety  of  Head  Start 
Committees  and  councils,  assist  with  health  examination, 
renovation  of  facilities,  provide  transportation,  assist  with 
food  service,  accompany  staff  on  field  trips  and  serve  as 
classroom  aides.     The  program  is  designed  to  serve  15  children 
in  a  classroom  with  an  adult  of  five  children.     A  teacher  and 
an  aide  are  employed  for  each  classroom,  but  the  third  person 
is  a  volunteer  aide.     Classroom  volunteers  receive  training  and 
often  move  into  paid  positions  when  vacancies  occur. 

Mr.  Natcher.    What  types  of  people  volunteer? 

Ms.  Hardy.     Head  Start  volunteers  are  high  school  and 
college  students,  homemakers,  senior  citizens,  nurses,  doctor, 
dentists,  parents  of  the  children  and  many  others.  Parents 
play  a  particularly  active  role.     For  every  three  Head  Start 
children,  two  parents  provided  volunteer  services  to  Head  Start 
programs  in  1980-1981.     Twenty  seven  percent  of  the  staff  of 
approximately  72,000  are  parents  of  current  or  former  Head 
Start  children. 


242 


CHILD  WELFARE  BLOCK  GRANT 

Mr.  Natcher.         Will  there  be  any  provision  in  the  Child 
Welfare  Block  Grant  legislation  that  either  requires  or  rewards 
States  to  establish  or  maintain  the  foster  care  protections  mandat- 
ed by    P.L.  96-272?     In  the  absence  of  such  requirements  or  incent- 
ives do  you  think  that  States  will  attempt  to  institute  or  continue 
these  protections? 

Ms.  Hardy.  We  can  assure  you  that  all  of  the  protections 

contained  in  section  427  of  the  current  law  will  be  included  in  the 

proposed  bill. These  protections  include  statewide  inventories, 
statewide  information  systems,  case  plan  for  each  child  to  reviewed 
periodically,  and  reunification  services  to  return  children  to 
their  biological  families  whenever  possible.    The  final  bill  will 
also  include  financial  incentives  to  the  States  to  put  these 
systems  in  place. 

Mr.  Natcher.  On  what  basis  will  funds  be  distributed  to 

the  States  under  the  proposed  Child  Welfare  Block  Grant?  Please 

describe  any  alternatives  you  are  considering  and  outline  the 
strengths  and  problems  of  each  approach. 

Ms.  Hardy.  The  proposed  bill  is  currently  under  review 

at  the  Office  of  Management  and  Budget.      Until  the  bill  has  final 
clearance  we  will  not  be  able  to  tell  you  exactly  how  funds  will 
be  distributed  to  the  States. 

NUMBER  OF  CHILDREN  SERVED 

Mr.  Natcher.     Please  provide  statistics  on  the  number  of 
children  currently  being  served  by  the  child  welfare  services 
programs,  the  foster  care  program,  and  the  adoption  assistance 
program.     If  the  proposed  child  welfare  block  grant  is  enacted, 
what  will  be  the  effect  in  terms  of  number  of  children  served. 
Kinds  of  services  offered? 

Ms.  Hardy.     According  to  a  national  survey  conducted  in  1977 
on  children  and  families  receiving  social  services,  there  were  1.8 
million  children,  or  27  of  every  1,000  children,  under  18  years  of 
age  in  the  U.S.  receiving  social  services  from  public  agencies. 
There  are  502, 000  children  receiving  foster  care  services.     The  same 
survey  found  that  approximately  102,000  children  were  legally  free 
for  adoption.     About  half  had  been  surrendered  voluntarily  and  a 
third  involuntarily.     Adoptive  homes  had  been  found  for  49%  of  these 
children. 

In  1980,  the  Office  of  Civil  Rights,  DHHS,  con- 
ducted the  1980  Children  and  Youth  Referral  Survey  on  a  State  and 
county  basis.     This  survey  reported  301,943  children  in  placement 
under  the  legal  custody  of  the  State. 

There  are  no  statistics  available  of  the  number  of 
children  served  with  Title  IV-B  funds.     No  State  claimed  IV-E  funds 
in  FY  1981  for  children  in  foster  care  through  voluntary  placement 
agreements.     A  survey  of  the  States  indicated  that  approximately 
15  States  will  claim  Federal  financial  participation  in  FY  1982. 
Eight  States  are  receiving  Federal  financial  support  for  adoption 
assistance  this  year. 
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CHILD  ABUSE  AND  NEGLECT 

Mr.  Natcher.     Give  us  an  example  of  how  a  State  would 
use  its  grant  under  the  child  abuse  prevention  program. 

Ms.  Hardy.    We  have  had  inquiries  from  States  and  our 
staff  is  providing  technical  support  for  replication  of 
successfully  demonstrated  primary  prevention  programs  which 
focus  on  improved  family-supportive  activties  around  the  time 
of  birth.     These  programs  use  existing  public  health  and 
medical  facilities  and  personnel  in  concert  with  volunteers, 
but  they  do  take  start-up  money  to  coordinate  and  train 
professional  and  volunteer  participants.     In  FY  1982,  we  expect 
several  States  to  pilot  such  replications  using  their  State 
Child  Abuse  and  Neglect  grants.     Use  of  these  funds  as  start-up 
and/or  pilot  project  support  to  improve  and  expand  capacities 
to  prevent  or  treat  child  abuse  and  neglect  is  typical. 

Mr.  Natcher.    What  new  services  to  prevent  child  abuse 
and  neglect  have  been  developed  with  the  help  of  Federal 
dollars? 

Ms.  Hardy.     Among  the  new  services  stimulated  by  Federal 
research  and  demonstration  funds  are:  perinatal  screening  of 
families  at  risk  of  parent-child  problems  as  a  prevention 
service,  use  of  bonding  theory  and  intensive  parent  support  to 
young  parents  in  hospital  delivery  rooms;  support  for  parent 
aide  programs  using  paraprof essionals  and  volunteers  to  provide 
intensive  support  services  to  families  at  risk  of  abuse  and 
neglect  and  to  prevent  the  need  for  out -of -home  placement 
during  treatment;  various  parent  education  approaches  to 
prevention,  including  the  use  of  puppet  theatre  for  young 
children  and  street  theater  and  television  to  reach  adults;  new 
review  and  reporting  systems  for  handling  abuse  and  neglect  in 
residential  institutions;  remedial  groups  for  young  children 
and  adults;  use  of  therapeutic  family  day  care  homes  for  at 
risk  children  with  concurrent  parent  education  on  better 
child-rearing  approaches;  and,  use  of  group  therapy  for 
adolescent  victims  of  intrafamily  sexual  abuse. 

Mr.  Natcher.     In  allocating  Federal  funds  to  the  child 
abuse  problem,  how  is  the  balance  between  prevention  and 
service  determined? 

Ms.  Hardy.    Allocation  of  Federal  funds  awarded  as  State 
grants  is  the  prerogative  of  the  eligible  States  that  receive 
them;  however,  in  FY  1982  the  National  Center  has  provided  a 
number  of  preventive  models  to  State  child  protective  service 
officials  with  the  request  that  they  be  considered  as 
replicable  pilot  projects  for  the  use  of  the  current  year's 
State  grants.     Since  1978,  a  sizeable  portion  of  discretionary 
funds  has  been  allocated  specifically  to  prevention  efforts. 
We  estimate  that  40%  of  discretionary  funds  currently  support 
prevention  strategies. 
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Mr.  Natcher.     In  1981,  8  States  were  still  not  elibible 
for  the  State  grant  program  under  the  Child  Abuse  and 
Prevention  and  Treatment  Act.    Why  are  these  States  not 
eligible? 

Ms.  Hardy.     The  8  ineligible  States  were  Alaska,  Oregon, 
Idaho,  Wisconsin,  Arizona,   Indiana,  Pennsylvania  and  Maryland. 
In  FY  1981,  none  of  these  States  made  application  for  a  State 
grant  and,  thus,  no  determination  was  made  regarding  their 
eligibility.     These  States  are  currently  not  eligible  because 
their  State  legislatures  have  not  made  the  necessary 
legislative  changes  as  specified  in  the  Child  Abuse  Prevention 
and  Treatment  Act. 

Mr.  Natcher.     Since  most  child  abuse  cases  are 
investigated  by  Stare  child  welfare  workers  and  handled  by 
State  or  family  courts,  what  is  the  Federal  role  In  preventing 
and  treating  child  abuse? 

Ms.  Hardy.     Since  the  enactment  of  the  Child  Abuse 
Prevention  and  Treatment  Act  of  1972,  the  Federal  role  has  been 
one  of  assisting  States  and  local  communities  and  public  and 
private  agencies  to  improve  their  capabilities  to  prevent  and 
treat  child  abuse  and  neglect.     The  National  Center  on  Child 
Abuse  and  Neglect  has  provided  a  forum  and  some  financial 
support  for  exploration  into  the  nature  and  the  cause  of 
various  forms  of  child  maltreatment  which  still  pose  especially 
vexing  problems  for  child  protective  workers  —  such  as  sexual 
abuse,  maltreatment  of  adolescents,  maltreatment  related  to 
alcohol  and  drug  abuse,  and  life-threatening  forms  of  neglect. 
With  this  process  now  well  underway,  a  continuing  Federal  role 
is  to  serve  as  an  information  resource  —  collecting,  analyzing 
and  disseminating  new  and  practical  knowledge  to  equip  those 
responsible  for  handling  identified  cases  and  preventing  and 
treating  child  abuse  and  neglect. 

FOSTER  CARE 

Mr.  Natcher.     The  main  purpose  of  P.L.  96-272  was  to 
attempt  to  stem  the  increase  in  State  foster  care  caseloads, 
both  to  reduce  costs  and  to  preserve  families.     Has  the 
nationwide  foster  care  caseload  been  decreasing? 

Ms.  Hardy.     The  Federal  government  does  not  currently 
have  a  data  collection  system  in  place  which  provides  this 
information.     Reports  from  the  Office  of  Family  Assistance, 
which  had  been  administering  the  Title  IV-A  Foster  Care  Program 
until  June  1981,  show  that  in  this  segment  of  the  States'  total 
foster  care  system,  103,000  children  were  receiving  assistance 
in  March  of  1981,  as  compared  to  101,000  children  in  March  1980. 

Mr.  Natcher.     Has  the  number  of  foster  children  being 
placed  for  adoption  been  increasing? 
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Ms.  Hard/.     Communication  with  Regional  and  State  child 
welfare  staff  and  other  observations  tend  to  indicate  that  more 
children  are  being  adopted  from  child  welfare  case-loads  than 
in  earlier  periods.    We  believe  that  this  is  because  of 
national  emphasis  over  the  past  five  years  on  permanency 
planning  and  particularly  on  overcoming  existing  biases  in  many 
States  against  adoption  by  foster  parents  of  their  foster 
children. 

Mr.  Natcher.     Have  the  States  shown  an  improvement  in 
reuniting  families  from  which  a  child  has  been  removed? 

Ms.  Hardy.     We  do  not  yet  have  nationwide  data  which 
would  provide  this  information.     However,  with  limited  facts 
available  at  this  time,  we  know  that  some  States  which  have 
made  major  investments  in  planned  reunification  and  preventive 
services  programs  show  dramatic  results. 

Mr.  Natcher.     Have  there  been  any  innovations  in 
State-provided  services  to  rehabilitate  and  reunite  families? 

Ms.  Hardy.     The  most  impressive  innovations  in  recent 
years  have  been  the  permanency  planning  projects,  which  have 
become  statewide  practice  in  some  States.     A  fairly  recent,  and 
as  yet  limited,  movement  has  been  in  home-based  services  for 
children  and  families,  which  embodies  a  commitment  to  making 
the  first  and  greatest  resource  investment  in  caring  for 
children  and  their  families  in  their  own  homes  before  any 
substitute  care  approaches  are  used. 

Mr.  Natcher.     How  many  States  had  implemented  the  foster 
care  protections  required  in  P.L.  96-272  and  were  therefore 
eligible  for  their  full  IV-B  allocation  in  FY  1981?    How  many 
recieve  it? 

Ms.  Hardy.     During  FY  1981,  34  States  indicated  through 
signed  certifications  that  they  met  the  foster  care  protections 
as  specified  in  section  427  of  the  Social  Security  Act,  as 
amended,  by  P.L.  96-272. 

Because  of  these  certifications,  all  34  States  were 
deemed  eligible  to  receive  their  full  Title  IV-B  allocation  for 
FY  1981  and  all  34  received  it. 

Mr.  Natcher.    Was  there  any  Federal  monitoring  of  States 
that  received  their  full  IV-B  allocation  in  FY  1981  to  ensure 
that  they  were,  in  fact,  in  compliance  with  the  law  regarding 
foster  care  protections? 

Ms.  Hardy.     Through  program  reviews  designed  to  evaluate 
overall  child  welfare  services  delivery  systems  In  the  State 
were  conducted  in  18  States  in. FY  1981.     Ten  of  these  were  in 
States  which  had  certified  their  eligibility  under  section  427. 

Mr.  Natcher.     Has  there  been  any  Federal  Assistance  to 
the  States  to  help  them  comply  with  the  requirements  concerning 
foster  care  protections? 
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Ms.  Hardy.     Section  422  of  the  Social  Security  Act 
requires  every  State  to  submit  a  "plan  for  child  welfare 
services  which  has  been  jointly  developed  by  the  Secretary  and 
the  State  agency...."  prior  to  receiving  its  Title  IV-B  funds. 
All  but  4  State  submitted  jointly  developed  plans  for  FY  1981. 
The  majority  of  these  plans  specifically  address  one  or  all  of 
the  section  427  requirements,  sometimes  in  gread  detail.  These 
plans  were  generally  developed  with  the  close  involvement  of 
the  Regional  Children's  Bureau  staff  whom  the  States  requested 
to  participate  in  the  joint  planning  process. 

Also,  several  ACYF  Regional  Offices  sponsored  State 
meetings  and  conferences  where  training  and  orientation  on  the 
section  427  requirements  were  given  by  both  Regional  and 
Central  Office  staff. 

Mr.  Natcher.     How  many  State  are  expected  to  be  in 
compliance  with  the  foster  care  protection  requirements  in  FY 
1982?     In  FY  1983? 

Ms.  Hardy.  We  expect  that  at  a  minimum  the  thirty-four 
States  that  have  certified  their  eligibility  under  section  427 
will  maintain  eligibility  in  1982. 

Because  the  same  protections,  with  the  exception  of  the 
inventory  and  the  statewide  information  system,  are  also 
required  under  the  Title  IV-E  State  Plan  requirements  which 
every  State  must  meet  by  October  1,  1983,  we  feel  that  all 
States  will  be  in  compliance  in  FY  1983. 

Mr.  Natcher.    Will  the  Federal  Government  check  any  of 
these  State  during  FY  1982  or  FY  1983  to  ensure  that  they  do  in 
fact  have  these  foster  care  protections  in  place? 

Ms.  Hardy.    A  review  process  has  been  tested  in  three 
States  and  is  currently  being  revised  prior  to  using  it  to 
review  the  other  31  States  in  Fy  1982.     If  current  statutory 
authority  continues,  this  process  will  also  be  used  in  FY  1983 
to  review  any  additional  States  which  have  certified  their 
eligibility. 

Mr.  Natcher.     Should  the  statute  (P.L.  96-272)  be 
rewritten  to  require  State  foster  care  protections  regardless 
of  the  IV-B  appropriation  level? 

Ms.  Hardy.     The  protections  required  in  section  427  of 
P.L  96-272  constitute  the  basis  for  any  system  of  child  welfare 
services  in  which  foster  care  and  adoption  are  possible 
outcomes  for  vulnerable  children  in  troubled  families.  With 
the  exception  of  inventory  and  the  information  system 
requirement,  the  section  427  protections  are  required  in  Title 
IV-E  (471.15  and  16).     The  case  review  system  becomes  effective 
when  a  State  implements  Title  IV-E  and  the  reunification  and 
pre -placement  prevention  services  are  requdired  by  October  1, 
1983.    Regardless  of  the  IV-B  appropriation  level,  there  is  no 
reason  to  do  less  than  provide  these  basic  protections  for  the 
child  and  its  family.    Morevover,  once  the  system  has  been 
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initiated  and  is  in  operation,  it  becomes  cost  beneficial  to 
continue  rather  than  to  regress  into  practices  which  result  in 
increased  numbers  of  children  removed  from  their  families  and 
remaining  in  foster  care  unnecessarily. 

Mr.  Natcher.     In  States  that  already  have  foster  care 
protections  in  place,  are  may  savings  being  realized?  Are 
foster  care  caseloads  decreasing? 

Ms.  Hardy.    We  do  not  yet  have  nationwide  data  which 
would  provide  this  information.     However,  with  limited  facts 
available,  at  this  time,  we  know  that  some  States  which  have 
made  major  investments  in  planned  reunification  and  preventive 
services  program  show  dramatic  result. 

Mr.  Natcher.     Is  it  likely  that  most  States  will 
voluntarily  continue  their  foster  care  protections  if  IV-B 
appropriations  fall  below  the  amount  needed  to  trigger  the 
foster  care  protection  requirement? 

Ms.  Hardy.     States  are  interested  in  doing  quality  work, 
reducing  their  caseloads,  and  returning  children  to  their  own 
homes,  or,  if  that  is  not  possible,  placing  them  in  adoptive 
homes.     The  section  427  foster  care  protections  basically 
require  good  casework  and  management  practies;  accordingly, 
once  a  State  has  implemented  them,  we  expect  States  will 
continue  these  good  practices. 

Mr.  Natcher.    What  assistance  is  the  Federal  Government 
giving  States  in  setting  up  the  required  foster  care 
protections  ? 

Ms.  Hardy.     The  ACYF  Regional  staff  have  been  working 
with  the  States  on  the  joint  development  of  State  Child  Welfare 
Services  Plans.    Many  of  these  plans  address  the  section  427 
requirements,  some  of  them  in  great  detail.     The  Regional 
Offices  have  also  sponsored  State  meetings  and  conferences  at 
which  the  protections  were  among  the  major  topics  of 
discussion.     Both  the  Regional  and  Central  Office  staff  spend 
considerable  amounts  of  time  on  the  telephone  responding  to 
queries  from  the  State  agencies  about  the  implementation  of  the 
requirements.     ACYF  has  also  sent  out  policy  interpretations  to 
all  the  States  in  response  to  written  inquiries  regarding 
specific  elements  of  the  requirements. 
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Mr.  Natcher.     How  much  foster  care  money  is  expected  to 
be  transferred  by  the  States  into  the  IV-B  program  during  FY 
1983? 

Ms.  Hardy.     In  FY  1983,  the  Administration  is  proposing 
to  block  grant  child  welfare  programs  ot  the  States,  and  States 
will  determine  how  to  allocate  the  resources  among  the  various 
Child  Welfare  Programs. 

Mr.  Natcher.     How  many  States  are  expected  to  forego  the 
optional  foster  care  ceiling  in  FY  1983? 

Ms.  Hardy.     In  FY  1983,  the  Administration  is  proposing 
to  block  grant  child  welfare  programs  to  the  States.  And 
States  will  determine  how  to  allocate  the  resources  among  the 
various  Child  Welfare  Programs. 

Mr.  Natcher.     How  can  States  that  do  not  choose  to 
operate  under  a  foster  care  ceiling  be  encouraged  to  keep  their 
foster  care  costs  down? 

Ms.  Hardy.     The  Child  Welfare  Block  Grant  would  cap  the 
Federal  resources  available  to  each  State  for  child  welfare 
services  and  encourage  alternatives  to  foster  care. 

Mr.  Natcher.     How  much  money  would  be  saved  by  removing 
children  eligible  for  adoption  assistance  from  Federally 
subsidized  foster  care? 

Ms.  Hardy.     Savings  which  can  be  realized  through  the 
adoptive  placement  of  children  currently  in  Federally  supported 
foster  care  would  include  administrative  and  service  costs 
related  to  continuation  of  the  child  in  foster  care,  and  lower 
assistance  payments  when  compared  with  full  foster  care 
payments  in  a  family  foster  home,  institution  or  other  foster 
care  facility. 
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FOSTER  CARE/ CHILD  WELFARE  FUNDING 

Mr.  Nat cher.     Now  that  it  looks  like  IV-B  appropriations 
will  never  again  be  high  enough  to  trigger  the  mandatory  foster 
care  cap,  what  other  approaches  could  be  tried,  through  law  or 
regualtions,  to  discourage  States  from  putting  children  in 
foster  care? 

In  your  opinion,  is  this  IV-B  foster  care  linkage 
approach  productive,  or  should  the  foster  care  program  simply 
have  fixed  ceiling? 

Ms.  Hardy.    We  think  that  the  best  approach  is  for 
Congress  to  enact  the  proposed  Child  Welfare  Block  Grant.  This 
would  hold  down  overall  costs  and  allow  the  States  to  decide 
where  to  limit  them. 

Mr.  Natcher.     Under  P.L.  96-272,  States  may  be 
reimbursed  at  a  75  percent  matching  rate  for  IV-B 
administrative  expenses  and  a  50  percent  matching  rate  for  IV-E 
administrative  expenses.     How  are  IV-B  and  IV-E  administrative 
costs  distinquished  at  the  State  level?    How  do  you 
distinguished  between  them  at  the  Federal  level? 

Ms.  Hardy.  The  States  have  cost  allocation  plans  by 
which  they  divide  the  administrative  costs  between  IV-B  and 
IV-E.    We  review  and  utilize  these  state  determinations. 

Mr.  Natcher.     Are  there  any  Federal  checks  to  ensure 
that  States  make  the  appropriate  claims  for  IV-B  and  IV-E 
administrative  expenditures. 

Ms.  Hardy.    Yes.    We  review  and  approve  the  proposed 
cost  allocation  plans  and  make  on-site  visits  to  verify  the 
proper  allocation  of  costs.    We  also  provide  technical 
assistance  to  help  States  set  up  systems  that  will  enable  them 
ot  properly  and  readily  allocate  costs. 

Mr.  Natcher.     Since  IV-B  and  IV-E  are  administrered  by 
the  same  agency,  is  the  administrative  matching  rate  of  75 
percent  matching  for  IV-B  and  50  percent  matching  for  IV-E 
unnecessarily  complicated  for  the  States? 

Ms.  Hardy.     The  match  rate  does  not  pose  significant 
problems.     Our  proposed  Child  Welfare  Block  Grant  would 
eliminate  these  complications. 

Mr.  Natcher.     Are  there  any  plans,  under  the  proposed 
Child  Welfare  Block  Grant,  to  set  a  cap  on  the  amount  of  their 
block  grant  funds  States  can  spend  on  foster  care?    If  so,  how 
would  it  be  calculated?    If  there  is  no  such  cap,  what 
proportion  or  their  block  grant  funds  fo  you  expect  the  States 
to  spend  on  foster  care? 
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Ms.  Hardy.     No,  the  States  would  decide  how  much  of 
their  funds  to  spend  on  any  of  the  permissible  areas,  such  as 
foster  care  child  welfare  services,  adoption  assistance,  or 
child  welfare  training.     Foster  care  may  consume  a  large,  but 
decreasing  proportion  of  the  State  and  Federal  resources  as  use 
of  foster  care  diminishes  as  a  result  of  planned  reunification 
and  prevention  services.     States  have  consistently  applied 
significant  amounts  of  their  own  resources  to  child  welfare 
services  and  are  likely  to  continue  to  do  so. 

REDUCING  INSTITUTIONAL  FOSTER  CARE  COSTS 

Mr.  Natcher.  How  can  institutional  foster  care  costs  be 
reduced? 

Ms.  Hardy.     Institutional  costs  can  be  reduced  by: 
using  institutions  only  when  necessary,  as  determined  by  an 
informed  assessment  of  the  child  and  family's  needs,  and  on 
assessment  of  alternative  resources;  requireing  institution 
programs  to  deal  specifically  with  the  assessed  needs  of  the 
child  and  family. 

Mr.  Natcher.     How  many  children  really  need 
institutional  foster  care  in  preference  to  foster  family  care? 

Ms.  Hardy.     The  percentage  of  children  in  foster  care 
who  are  in  institutions  varies  from  approximately  12  percent  to 
50  percent  among  the  States.     Assuming  adequate  support  and 
alternative  services  are  available  we  would  expect  rates  at  the 
lower  end  of  the  range  to  be  practicable. 

Mr.  Natcher.    What  approaches  could  be  taken  to  reduce 
State  reliance  on  institutional  foster  care? 

Ms.  Hardy.     An  increased  availability  of  services  to 
troubled  families  to  help  them  remain  together,  and  specialized 
family  foster  home  program  would  reduce  the  need.  These 
include:     services  to  the  child's  home,  including  homemaker 
services,  counseling,  day  care  as  a  preventive  service,  and  day 
treatment. 

A  heavy  emphasis  upon  permanency  planning  by 
institutions  would  reduce  the  need  for  continue 
Institutionalization.     This  includes  the  heavy  involvement  of 
families  of  children  In  institutions,  an  emphasis  upon  helping 
the  family  as  much  as  treating  children  provision  of  after-care 
services,  making  shorter  stays  possible,  and  an  aggressive 
activity  toward  adoption  when  the  parents  are  not  a  resource. 

Mr.  Natcher.  What  factors  in  the  foster  care  program  — 
the  statute,  the  Federal  regulations,  State  practice,  or  agency 
practices  have  the  effect  of  encouraging  institutional  foster  care? 


251 


Ms.  Hardy.     Prior  to  enactment  of  P.L.  96-272  the  lact 
of  emphasis  upon  prevention,  restoration  and  adoption  encourage 
overuse  and  long  stays  in  institutions.     The  efficacy  of  that 
law  has  not  been  proven  but  offers  solid  promise. 

Mr.  Natcher.     How  can  abuses  of  institutional  foster 
care,  such  as  private  agencies  overcharging  States,  and  States 
inflating  claims,  be  detected? 

Ms.  Hardy.     Abuses  can  best  be  corrected  by  careful 
review  of  submitted  claims,     state  agency  capability  to  conduct 
fiscal  audits  of  agencies  from  which  services  are  purchased 
should  be  encouraged. 

In  addition,  the  HHS  Audit  Agency  staff  are  placing  more 
emphasis  on  on-site  reviews  of  foster  care,  including 
over-charges  for  institutional  costs,  to  the  extent  that  staff 
and  travel  funds  permit. 

FOSTER  CARE  PROTECTION 

Mr.  Natcher.     Are  States  finding  it  difficult  and/or 
expensive  to  implement  the  foster  care  protections  required  by 
P.L.  96-272? 

Ms.  Hardy.     The  Self -certification  of  34  States  in  the 
initial  year  of  implemention  indicates  a  willingness  and  an 
ability  of  the  States  to  meet  the  protections.    We  have  not 
determined  the  actual  costs  associated  with  implementation  to 
this  point. 

Mr.  Natcher.    What  is  the  status  of  the  IV-E  adoption 
assistance  program?    How  many  States  have  a  program  in  place? 
How  many  children  have  been  placed  under  this  program?    What  is 
the  average  payment  for  a  child  placed  under  this  program.  How 
many  children  nationwide  are  thought  to  be  eligible  for  this 
program? 

Ms.  Hardy.    While  20  States  have  approved  Title  IV-B 
plans  in  place,  only  8  States  have  claimed  Federal  funds  for 
adoption  assistance  programs  so  far.     On  the  basis  of  State 
reports,  we  estimate  an  average  monthly  payment  totaling  $190, 
of  which  $97  is  Federal  funds. 

FOSTER  CARE  SPENDING 

Mr.  Natcher.     Assuming  that  the  FY  1983  IV-B 
appropriation  will  be  below  the  amount  necessary  to  trigger  a 
mandatory  cap  on  foster  care  spending,  how  many  States  are 
expected  to  choose  an  optional  foster  care  ceiling  for  FY  1983? 

Ms.  Hardy.     In  FY  1983,  the  Administration  is  proposing 
to  block  grant  child  welfare  programs  to  the  States,  and  States 
will  determine  how  to  allocate  the  resources  among  the  various 
Child  Welfare  Programs. 
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STATE  ALLOCATIONS  FOR  RUNAWAY  YOUTH  PROGRAM 

Mr.  Natcher.      The  basic  law  authorized  a  formula  for  distri- 
buting these  funds  in  fiscal  year  1981.     What  effect  has  the  new 
allocation  formula  had  on  the  runaway  youth  program? 

Ms.  Hardy,     A  comparison  of  available  funds  prior  to  the  new 
allocation  formula  with  each  State's  allocation  in  FY  1981  indi- 
cated that  the  distribution  of  funded  centers  changed  nationwide  and 
that  this  change  —  in  terms  of  increased  or  decreased  numbers  of 
centers  —  in  some  States  was  significant. 

Of  the  57  total  "State"  jurisdictions,  29  States 
benefitted  from  the  new  allocation  formula,  while  28  received  less 
funding  than  they  had  received  prior  to  the  new  formula. 

RUNAWAY  YOUTH  CENTERS 

Mr.  Natcher.    Does  it  matter  how  many  youth  centers  are  in 
operation  in  order  to  carry  out  an  effective  program? 

Ms.  Hardy.     Yes,  it  is  important  that  there  are  a  sufficient 
number  of  centers  to  insure  that  services  are  available  to 
young  people  and  their  families  who  are  experiencing  family  crises 
and  need  trained  and  appropriate  intervention.     Centers  need  to  be 
in  areas  where  they  are  accessible  to  young  people  and  their 
families.    Many  centers  rely  upon  other  social  service  agencies 
which  are  county  and  city  based  for  referral  and  follow-up  services 
which  can  only  be  utilized  by  providers  or  agencies  within  those 
geographical  catchment  areas.     Centers  must  be  within  reasonable 
proximity  to  the  populations  being  served  to  affect  more  stable  and 
strengthened  family  relationships, 

Mr.  Natcher.  Is  the  present  number  of  youth  centers  sufficient 
to  cover  all  areas  of  the  country? 

Ms.  Hardy.     There  are  approximately  300  youth  centers  in  the 
country  that  provide  temporary  shelter,  counseling,  both  individual- 
ly and  with  families,  and  aftercare  services.     The  Department 
funds  165  of  these  programs.     Currently,  all  States,  as  well 
as  the  District  of  Columbia  and  Puerto  Rico,  have  at  least  one 
program.     As  these  programs  are  usually  located  in  areas  that  have 
a  large  number  of  runaway  youth,  we  believe  that  services  are  avail- 
able for  a  significant  proportion  of  the  runaway  youth  that  need 
them  and  are  willing  to  use  them. 

ADOPTION  ASSISTANCE 

Mr.  Natcher.     In  the  light  of  the  trend  toward  lower  Federal 
spending,  will  be  entitlement  nature  of  the  IV-E  adoption  assis- 
tance program  be  able  to  survive? 

Ms.  Hardy.    With  our  block  grant  proposal,  States  will  be  able 
to  distribute  funds  among  service  areas  within  their  respective 
allocations.     Categorical  restrictions  would  not  apply. 
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TRIMMING  ADMINISTRATIVE  COSTS  IN  AGING  NUTRITION  PROGRAMS 

Mr.  Natcher.     What  steps  has  the  Administration  on  Aging  taken 
during  the  last  year  to  improve  the  management  and  efficiency  of  the 
nutrition  program  and  to  trim  adminstrative  costs  of  the  program? 

Ms.  Hardy.     The  Administration  on  Aging  has  been  active  in  its 
efforts  to  improve  program  management  and  efficiency  in  the  nutri- 
tion program  and  trim  administrative  costs  of  the  program.  Guid- 
ance has  been  provided  through  a  number  of  program  initiatives  and 
information  memoranda  published  by  the  Administration  on  Aging  in 
recent  years.     This  guidance  offers  some  suggested  approaches  which 
will  assist  states  to  systematically  establish  target  operating 
levels  consistent  with  available  resources.     Regional  offices  have 
provided  guidance  to  state  and  area  agencies  through  periodic  as- 
sessments of  the  program.     These  assessments  cover  established 
goals,  resources  available  and  used,  targets  established  and 
accomplished,  problems,  issues,  and  overall  management  techniques. 

A  current  initiative  has  been  implemented  with  the  specific 
purpose  of  improving  information  management  and  organizational 
capacity  of  state  and  area  agencies  on  aging  in  the  nutrition 
program.     Several  demonstration  projects  concerned  with  building 
information  management  systems,  and  data  collection  and  reporting 
systems  have  been  funded. 

A  major  contract  is  underway  to  update  nutrition  services,  pro- 
gram and  financial  management  guides,  and  to  provide  training  to 
state  and  local  staffs  for  improving  nutrition  services  manage- 
ment.   A  contract  has  also  been  awarded  to  develop  a  comprehensive 
financial  management  manual  for  area  agencies,  along  with  related 
tools  to  improve  the  monitoring  and  assessment  of  area  agency  and 
service  provider  financial  management  systems. 

COSTS  OF  SOCIAL  AND  NUTRITION  SERVICES 

Mr.  Natcher.    Among  the  recent  revisions  to  the  Older  Americans 
Act  was  a  provision  which  expands  the  participation  of  profit  mak- 
ing organizations  in  these  programs.    What  effect  will  this  have  on 
the  cost  of  social  and  nutrition  services? 

Ms.  Hardy.    We  have  no  way  of  estimating  the  effects  that  this 
change  in  the  legislation  will  have  on  the  costs  of  social  and  nu- 
trition services.    However,  you  can  be  assured  that  we  will  provide 
guidance  to  the  states  in  selecting  service  delivery  modes  in  the 
hope  that  the  most  cost  efficient  modes  are  selected. 

It  should  be  noted  that  in  the  past,  profit  making  organiza- 
tions have  been  used  to  provide  services.    An  analysis    of  food 
service  delivery  systems  used  in  providing  nutrition  services  for 
the  elderly,  sponsored  by  the  Administration  on  Aging,  concluded 
that  there  where  no  significant  differences  in  the  costs  of  meals 
provided  by  profit  versus  non-profit  making  organizations.  Forty 
percent  of  the  providers  in  the  sample  were  profit  making  organiza- 
tions. 

GRANTS  TO  ELDERLY  INDIANS 

Mr.  Natcher.  You  are  requesting  $5.2  million  in  Grants  to  In- 
dian Tribes  under  Title  VI  of  the  Act.  Will    that  relatively  small 
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amount  produce  any  significant  benefits  to  elderly  Indians? 

Ms.  Hardy.     Although  Title  VI  is  a  new  program,  the  data  we  are 
seeing  indicate  that  the  program  is  making  a  significant  difference 
in  the  level  of  services  to  older  Indians.     Presently,  84  tribal  or- 
ganizations, representing  15,900  older  Indians,  receive  funds  under 
Title  VI.    We  are  presently  analyzing  performance  data  from  the 
first  year  of  Title  VI  operations  (October  1980  -  September  1981). 
Data  for  the  first  forty  grants  analyzed  to  date  indicate  that 
335,416  meals  were  provided  for  the  project  period  in  question.  Of 
these,  216,370  (65%)  were  congregate  meals  and  119,046  (35%)  were 
home-delivered  meals.     In  addition,  other  services  provided  included 
the  following: 

Service  Units  of  Service 


Information  and  Referral  20,522 

Transportation  89,165 

Legal  Services  2,048 

Homemaker  3,786 

Ombudsman  1,601 

The  forty  tribes,  whose  reports  have  been  analyzed  thus  far,  re- 
ceived almost  half  of  the  six  million  dollars  awarded  under  Title 
VI  in  FY  1980.    We  anticipate  that  the  data  from  the  remaining  44 
tribes  which  are  currently  being  analyzed  will  show  comparable  lev- 
els of  services  to  older  Indians. 

While  the  amount  requested  for  Title  VI  in  FY  1983,  $5.2  mil- 
lion, is  less  than  the  current  funding  level,  we  believe  the  pro- 
gram will  continue  to  provide  important  services  to  older  Indians. 
Some  of  the  impact  of  the  lower  funding  level  will  be  offset  by  im- 
proved management  by  the  tribes.     The  Administration  on  Aging  (AoA) 
has  a  training  and  technical  assistance  contract  with  an  Indian  firm 
to  assess  all  of  the  Title  VI  grantees  and  strengthen  their  programs 
of  services  for  older  persons.     Included  in  this  effort  is  content 
related  to  how  tribal  organizations  can  more  effectively  utilize 
available  tribal  resources  on  behalf  of  the  elderly.     Also,  AoA,  to- 
gether with  the  Administration  for  Children,  Youth  and  Families 
(ACYF),  and  the  Administration  for  Native  Americans  (ANA)  is  partic- 
ipating in  a  Cooperative  Management  Initiative  (CMI)  which  the  Of- 
fice of  Human  Development  Services  (OHDS)  initiated  to  foster  better 
management  among  OHDS  grantees.     At  present,   6  tribes,  each  of  which 
has  grants  from  AoA,  ACYF,  and  ANA  are  seeking  to  demonstrate  man- 
agement efficiencies  through  better  centralized  coordination  of 
their  OHDS  grants. 

LONG-TERM  CARE  DEMONSTRATION  PROJECTS 

Mr.  Natcher.  Are  you  familiar  with  the  National  Long-term  Care 
Channeling  demonstration  program  which  is  funded  by  the  Administra- 
tion on  Aging? 

Ms.  Hardy.     Yes,   I  am  familiar  with  the  program.     The  program  is 
jointly  sponsored  by  the  Administration  on  Aging  and  the  Health  Care 
Financing  Administration,  and  consists  of  three  elements.  These 
three  elements  are  Interrelated  and  consist  of  the  following: 


o    System  Development  provides  for  development  of  a  Long-term 
Care  (LTC)  planning  structure  at  the  state  level  and  of  a  LTC 
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plan  based  on  assessment  of  needs  and  resources; 

o     Channeling  Demonstrations  include  development  of  organiza- 
tional structures  and  operating  procedures  at  the  community 
level  to  match  resources  with  identified  needs. 

o    Evaluation  of  the  program  includes  data  collection  and  analy- 
sis of  ^experimental  and  control  groups  to  assess  processes 
and  outcomes  of  the  demonstrations. 

Mr.  Natcher.     How  much  has  been  spent  on  this  program  to  date? 

Ms.  Hardy.     In  FY  1980,  $9,300,000  was  obligated  by  the  Adminis- 
tration on  Aging  for  the  Long-term  Care  effort.     An  additional 
$4,000,000  was  used  in  support  of  the  program  in  FY  1981.     Thus  far, 
in  FY  1982,  we  have  obligated  $1,600,000  for  the  evaluation  of  this 
effort.     Our  plans  are  to  obligate  an  additional  $1,600,000  for  this 
purpose  in  FY  1982. 

Mr.  Natcher.     What  is  the  currrent  status  of  this  program? 

Ms.  Hardy:     Initially  a  total  of  12  Long-term  Care  Channeling 
Demonstrations  were  funded  for  two  years  in  FY  1980,  six  by  the  Ad- 
ministration on  Aging  and  six  by  the  Health  Care  Financing  Adminis- 
tration (HCFA).     In  FY  1981,   the  option  to  refund  two  of  the  demons- 
trations was  dropped;  the  Administration  on  Aging  refunded  four  dem- 
onstrations for  an  additional  two  years  and  the  Health  Care  Finan- 
cing Administration  funded  one  demonstration  for  an  additional  two 
years.     Four  of  the  ten  demonstrations  have  completed  the  planning 
phase  of  the  projects  and  are  testing  service  models.     The  remaining 
six  are  scheduled  to  complete  the  planning  stage  by  April  1982. 

The  15  states  which  received  awards  for  System  Development  com- 
pleted their  tasks  by  late  February  1982.     In  each  of  the  states, 
the  governor  designated  a  top-level  planning  group  representing  the 
major  LTC  programs.     Under  its  guidance  each  state  developed  a  LTC 
plan  which  identifies  problems  with  the  present  service  delivery 
system  and  recommends  legislative  changes  and  implementation  strat- 
egies. 

The  real  impact  of  these  awards,  however,  is  shown  by  the  fact 
that  five  states  have,  or  are  in  the  process  of  passing,  legislative 
changes  and  ten  are  actively  engaged  in  implementing  the  new  LTC 
plan. 


The  evaluation  of  this  program  is  proceeding  on 
schedule.     The  contractor  assisted  in  the  design  of  the 
demonstrations,  developed  the  data  collection  instrument,  and 
has  initiated  data  collection.    We  are  eager  to  learn  about  the 
results  of  the  projects  so  we  can  begin  dissemination  of 
information  about  the  successful  models. 


93-481    0—82  17 
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The  evaluation  of  this  program  is  proceeding  on  schedule.  The 
contractor  assisted  in  the  design  of  the  demonstrations,  developed 
the  data  collection  instrument,  and  has  initiated  data  collection. 

Mr.  Natcher.     The  budget  includes  $20.3  million  for  research  and 
training.     Does  the  Commissioner  on  Aging  have  complete  discretion 
in  deciding  which  projects  receive  funding  under  the  Title  IV  pro- 
gram? 

Ms.  Hardy.     Yes,  the  Commissioner  on  Aging  will  have  full  dis- 
cretion in  deciding  which  projects  receive  funding  under  the  Title 
IV  program.     Based  on  the  results  from  the  review  process,  the  Com- 
missioner will  make  final  determination  on  the  projects  to  be  fund- 
ed. 
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IMPROVED  MANAGEMENT  OF  DISCRETIONARY  FUNDS 

Mr.  Natcher.     How  has  the  Administration  on  Aging  attempted  to 
improve  the  management  of  its  discretionary  grants  and  contracts 
during  the  last  year? 

Ms.  Hardy.    During  the  past  year,  the  Administration  on  Aging 
has  been  very  active  in  improving  the  management  of  its  discretion- 
ary funds.     As  part  of  this  effort,  an  extensive  review  of  existing 
projects  was  conducted  to  determine  both  project  effectiveness  and 
its  relationship  to  the  Administration's  priorities.     Grantees  which 
had  been  awarded  funds  in  previous  years,  and  whose  project  periods 
continued  through  FY  1982  and  therefore  were  eligible  to  receive 
continuation  awards  were  given  an  opportunity  to  compete  within  the 
framework  of  review  priorities.     The  determination  of  the  proj- 
ects to  be  awarded  continuation  funds,  and  the  amount  of  funds  to 
be  awarded  was  made  based  on  this  review. 

The  Office  of  Human  Development  Services  (OHDS)  has  established 
a  discretionary  funds  process  for  all  its  programs  that  will  enhance 
our  ability  to  communicate  our  priorities  both  within  OHDS  and  to 
external  organizations.     This  process  will  optimize  the  Agency's 
ability  to  eliminate  duplication  of  effort,  and  to  promote  a  coor- 
dinated agency  approach  to  using  scarce  discretionary  resources. 
As  a  part  of  this  discretionary  funds  process,  the  Office  of  Human 
Development  Services  published  a  Discretionary  Grant  announcement  in 
November  of  1981  soliciting  concept  papers.     The  Administration  on 
Aging  has  specifically  solicited  concept  papers  in  five  priority 
areas  in  the  announcement:     Employment  Opportunities  for  Older  Peo- 
ple, Gerontology  Career  Preparation  Program,  Knowledge  Building  and 
Transfer  of  Non-Service  Approaches  to  Meeting  Human  Services  Needs, 
Preventive  Social  Services,  and  Mental  Health  Services  for  Under- 
served  Populations.     The  Commissioner  on  Aging  will  have  direct 
responsibility  for  the  selection,  funding  and  management  of  these 
projects. 

We  are  confident  that  the  processes  established  will  optimize 
the  use  of  these  discretionary  resources. 

RESEARCH  DISSEMINATION  AND  UTILIZATION 

Mr.  Natcher.  What  has  the  Administration  on  Aging  accomplished 
in  the  past  years  to  improve  research  dissemination  and  utilization? 

Ms.  Hardy.     The  Administration  on  Aging  has  taken  specific  steps 
to  assure  that  results  of  Research  and  Demonstration  Projects  it 
supports  are  being  fully  utilized,  especially  by  the  network  of 
state  and  area  agencies  on  aging.     Funds  were  awarded  to  analyze  and 
synthesize  the  lessons  learned  from  findings  and  make  them  available 
to  potential  users  in  a  format  responsive  to  their  "knowledge  and 
practice"  needs.     Current  and  past  efforts  involve  such  areas  as 
community  care  systems,  social  services,  services  to  the  homebound 
elderly  and  informal  supports.    Additional  grants  and  contracts  were 
awarded  for  provision  of  technical  assistance  to  communicate  re- 
search findings  to  those  seeking  to  improve  programs.  Administra- 
tion on  Aging  staff  is  participating  in  dissemination  activities, 
conveying  data  through  conferences,  meetings,  and  information  memo- 
randa. 


Also,  the  Long-term  Care  Gerontology  Centers  funded  by  the 
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Administration  on  Aging,  as  an  example,  have  been  designed  to  pro- 
vide technical  assistance  and  dissemination  from  a  multi-disciplin- 
ary approach  which  aggregates  findings  from  all  sources  including 
research,  and  model  projects.     In  addition,  the  Administration  on 
Aging  believes  that  efforts  to  insure  utilization  begin  at  the  con- 
ception of  a  study  and  continue  through  its  operation  and  comple- 
tion.    This  is  accomplished  through  the  encouragement  of  input  from 
state  and  area  agencies  into  the  development  of  research  priorities 
and  through  "work  in  progress"  presentations  at  national  conferences 
including  the  Training  Conference  of  the  National  Association  of 
State  Units  on  Aging  and  the  National  Association  of  Area  Agencies 
on  Aging. 

Mr.  Natcher.  How  are  research  and  demonstration  results  being 
communicated  both  to  other  researchers  and  to  the  network  of  state 
and  area  agencies  on  aging? 

Ms.  Hardy.     Dissemination  and  utilization  of  research  results  is 
a  complex  multi-faceted  effort.    As  indicated  in  the  previous  ques- 
tion, it  begins  with  the  conceptualization  of  projects  and  the  ini- 
tial dissemination  and  utilization  plan  in  the  application,  and  con- 
tinues with  a  wide  variety  of  efforts  after  a  project  is  funded. 
Synthesizing,  aggregating,  abstracting  and  packaging  research  and 
demonstration  findings  make  it  possible  to  transmit  important  re- 
search and  demonstration  findings  not  only  to  the  network  but  to  an 
even  wider  audience  of  potential  users.     It  is  an  indirect  form  of 
carrying  out  the  Administration  on  Aging's  advocacy  mandate  in  the 
larger  sense. 

The  following  highlight  a  few  of  the  most  salient 
activities  aimed  at  disseminating  research  and  demonstration 
findings,  to  facilitate  their  utilization  by  the  field  and  to 
enhance  their  impact  beyond  the  network.     The  results  of 
research  and  model  projects  are  being  communicated  to  the 
network  in  a  number  of  ways.     The  award -winning  AGING  Magazine, 
published  by  the  Administration  on  Aging,  six  times  a  year, 
highlights  information  research  findings  and  model  projects. 
Older  Americans  News  is  a  monthly  periodical  which  publicizes 
significant  findings.     Conferences  such  as  the  National 
Conference  on  Abuse  of  Older  Persons  include  presentations  of 
important  research  findings.     State  and  local  newsletters  also 
incorporate  and  disseminate  such  information. 

Other  major  efforts  of  prime  importance  include  awarding  funds 
to  the  Gerontological  Research  Institute  to  insure  that  research 
findings  are  transmitted  to  the  field  in  usable  form.     Handbooks  on 
service  development  in  a  variety  of  areas  such  as  transportation, 
nutrition,  and  in-home  services  are  developed  and  made  available  to 
the  network.     Funds  are  also  used  to  help  potential  users  apply  the 
results  of  research  to  improve  services. 

Evaluation  studies  are  a  specific  type  of  research  which  are 
used  directly  to  influence  policies  and  guidance  affecting  the  net- 
work.    These  findings  are  incorporated  In  program  management  and 
service  delivery  improvements. 

We  have  also  established  new  requirements  and  processes  to 
emphasize  the  importance  of  communicating  research  and  demonstra- 
tion results  not  only  to  the  network  but  to  all  potential  users  of 
such  information.     Grant  applicants  are  required  to  include  a 
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dissemination  and  utilization  plan  as  part  of  their  application.  We 
are  now  in  the  process  of  developing  a  new  system  for  reviewing  the 
results  of  research  and  demonstration  projects  and  identifying  find- 
ings which  are  most  amenable  to  immediate  use. 
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DEVELOPMENTAL  DISABILITIES 

Mr.  Natcher.     Under  your  current  definition,  how  many 
people  in  this  country  are  classified  as  developmentally 
disabled? 

Ms.  Hardy.     There  are  approximately  3.9  million 
developmentally  disabled  persons  in  the  United  States. 

Mr.  Natcher.  What  other  Federal  programs  are  available  to 
serve  the  developmentally  disabled? 

Ms.  Hardy.    Health  and  Human  Services  administered 
programs  which  provide  services  to  developmentally  disabled 
persons  include:     SSI,  Titles  IX  and  XX,  Head  Start,  Maternal 
and  Child  Health  Programs,  Public  Assistance,  Medical 
Assistance,  and  Comprehensive  Health  and  Mental  Health. 
Department  of  Education  Programs  include:     Special  Education, 
Vocational  Rehabilitation,  and  Title  I,  Elementary  and 
Secondary  Education  Act.     The  Department  of  Housing  and  Urban 
Development  supports  housing  programs  for  the  developmentally 
disabled  and  there  is  a  special  program  under  the  Department 
of  Interior  which  provides  outdoor  recreation  services  for 
the  developmentally  disabled  . 

Mr.  Natcher.     Does  the  proposed  budget  reduction  in  basic 
State  grants  for  developmental  disabilities  require  a  change 
in  basic  law? 

Ms.  Hardy.    No  change  is  necessary  if  Congress  approves 
the  requested  change  in  the  appropriation  language. 

Mr.  Natcher.    What  effect  will  the  proposed  reduction 
have  on  State  programs? 

Ms.  Hardy.     There  will  be  some  changes  in  the  operation 
of  State  programs  and  these  changes  will  be  positive.  The 
Administration  plans  to  assist  State  and  local  governments  in 
supplanting  resources  reduced  by  the  Federal  government 
through  savings  in  the  administrative  costs  of  the  programs 
mentioned.     Supplementing  this  will  be  a  change  in  the  means 
by  which  services  are  provided.     Following  the  lead  of  the 
demonstration  projects  which  the  Office  of  Human  Development 
Services  is  funding  this  year,  the  Administration  expects 
there  to  be  a  substantial  increase  in  services  funded  by 
private  organizations  and  provided  by  programs  utilizing 
volunteers.    Among  the  foci  of  these  new  efforts  are  improved 
methods  of  delivering  services,  including  the  increased  use 
of  volunteers  to  provide  respite  care  to  families. 

Mr.  Natcher.     Do  you  think  some  States  will  drop  out  of 
the  program  because  of  reductions  in  basic  grants? 

Ms.  Hardy.     No.     Even  with  the  reduction,  it  is  felt  that 
all  States  would  see  some  benefit  in  remaining  in  the  program. 
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Mr.  Natcher.  Why  didn't  you  include  research  on  Aging 
and  research  on  Native  Americans  in  the  consolidation  proposal? 

Ms.  Hardy.     Research  on  Aging  was  not  included  in  the 
consolidation  proposal  based  on  the  expressed  intent  of 
Congress  that  the  Commissioner  on  Aging  be  responsible  for 
decisions  with  respect  to  Aging  concerns. 

Research  on  Native  Americans  was  omitted  from  the 
consolidation  proposal  based  on  experimental  efforts  already 
underway  to  test  the  feasibility  of  consolidating  Indian 
programs. 

Mr.  Natcher.     Do  you  think  the  law  should  be  changed  to 
allow  this  transfer? 

Ms.  Hardy.     No  we  do  not  believe  that  changes  in 
authorizing  legislation  for  either  program  is  necessary  at  this 
time. 

Mr.  Natcher.     How  will  priorities  for  research  be 
determined? 

Ms.  Hardy.     Priority  needs  are  established  through  the 
active  participation  of  Federal,  State  and  local  agencies  in 
the  HDS  planning  process. 

In  1981  over  3,000  letters  were  mailed  to 
representatives  of  the  Public  and  Private  sectors,  colleges  and 
universities,  national  organizations  and  Federal  agencies. 
These  organizations  examined  the  need  for  priority  areas  listed 
in  the  "Dear  Colleage"  letter  and  put  them  in  rank  order, 
and/or  suggested  additional  areas.     Additional  areas  identified 
in  their  responses  were  given  careful  consideration  with 
respect  to  HDS  discretionary  allocations. 

In  1983  the  process  will  be  further  strengthened  through 
the  national  research  and  demonstration  planning  conferences 
involving  national  organizations,  State  and  local  grantees  and 
other  concerned  individuals. 

Mr.  Natcher.  Don't  each  of  the  research  programs  have 
different  objectives  and  seperate  requirements  in  their  basic 
law? 

Ms.  Hardy.     Yes,  and  we  intend  to  comply  with  the 
statutory  requirements  of  each  of  these  categorical 
authorities.     However,  a  consolidated  approach  to  funding  these 
programs  would  result  in  individual  activities  being 
strengthened  as  we  acquire  increased  flexibility  and 
proficiency  through  eliminating  duplication  of  effort  and 
producing  more  efficient  and  effective  planning  strategies. 
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Mr.  Natcher.     How  many  research  projects  would  be 
supported  in  1983? 

Ms.  Hardy.     In  Fiscal  Year  1983  we  estimate 
approximately  130  research  projects  will  be  awarded  to  meet  the 
overall  objectives  of  the  HDS  discretionary  research  program. 

These  projects  include  the  areas  of  Child  Welfare 
Research  and  Demonstration,  Child  Abuse  and  Neglect  and 
Adoption  Opportunities. 

Mr.  Natcher.     How  many  of  these  would  be  new  projects? 

Ms.  Hardy.     Approximately  one -half  of  the  130  to  be 
awarded  will  be  new  start  projects. 
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WELFARE  GRANT  REDUCTIONS 

Mr.  Natcher.     On  page  197,  the  justification  says  that  "the 
ratio  of  annualized  welfare  grant  reductions  to  total  WIN  costs 
is  better  than  two  to  one". 

Doesn't  that  indicate  the  worth  of  the  program? 

Ms.  Hardy.     The  WIN  program  estimates  annualized  welfare  grant 
reductions  for  those  WIN  registrants  who  became  employed,  and  these 
grant  reductions  exceed  program  costs  by  a  considerable  amount. 
However,  it  cannot  be  precisely  determined  to  what  extent  these 
reductions  are  directly  attributable  to  WIN. 

Under  the  Administration  proposal,  States  will  be  able  to 
continue  these  WIN-type  functions  under  the  Community  Work 
Experience  Program  (CWEP)  and  various  block  grant  programs 
including  the  Social  Services  block  grant  and  the  proposed  employment 
and  training  block  grant. 

WIN  EFFECTIVENESS 

Mr.  Natcher.  Just  to  be  clear,  is  the  Administration  saying 
that  the  WIN  program  is  a  failure  or  are  you  simply  trying  to  cut 
the  budget? 

Ms.  Hardy.     The  Administration  does  not  consider  the  WIN  Program 
a  failure.     Rather,  it  believes  that  a  combination  of  the  proposed 
Social  Security  Act  amendments,  including  a  mandatory  CWEP,  and 
various  block  grant  programs  will  give  States  the  tools  to  be  even 
more  effective  in  creating  incentives  to  work  for  welfare  recipients 
and  reducing  welfare  costs. 

Mr.  Natcher.     What  do  you  estimate  the  impact  would  of  allowing 
States  to  continue  Work  Incentive  (WIN)  programs  with  their 
Social  Services  block  grant  allotments?    Why  is  the  Administration 
proposing  to  add  these  employment  and  training  activities  to  the 
Social  Services  block  grant  when  it  also  is  proposing  a  new  training 
block  grant  for  States  and  mandatory  community  work  experience  under 
the  Aid  to  Families  with  Dependent  Children  program? 

Ms.  Hardy.     We  believe  States  will  utilize  their  block  grant 
funds  for  those  persons  who  are  most  needy  and  for  those  activities 
which  provide  the  biggest  return  on  dollars  invested.     It  is  not 
possible  at  this  time  to  predict  at  what  level  WIN  activities  will 
be  carried  out. 

The  Administration  believes  that  a  combination  of  mandatory 
CWEP  and  the  various  block  grant  programs,   including  social  services 
and  the  proposed  employment  and  training  block  grants,  will  give 
States  the  tools  needed  to  address  the  problems  of  employable 
welfare  recipients. 
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Mr.  Natcher.  The  Appendix  to  the  President's  budget 
says  that  "in  1983,  States  will  be  able  to  continue  the  WIN 
program  with  resources  from  the  Social  Services  block  grant." 

How  would  that  be  possible  when  you  propose  to  cut  the 
block  grant  funding  by  over  $400  million  in  1983? 

Ms.  Hardy.     Under  the  Social  Services  block  grant, 
States  will  be  free  to  decide  what  kinds  and  levels  of  services 
to  provide  to  different  target  groups,  among  all  those 
authorized  under  the  block  grant,  including  the  WIN  program. 
Even  with  reduced  resources,  we  are  confident  States  will 
select  those  activities  which  are  directed  at  the  most  needy 
and  which  provide  the  biggest  return  on  dollars  expended. 

Mr.  Natcher.     You're  proposing  appropriation  bill 
language  In  the  block  grant  account  to  permit  the  States  to  use 
block  grant  monies  for  the  WIN  program. 

Explain  this  language  a  little  more  fully. 

Mr.  Hardy.     This  language  is  simply  intended  to  make 
clear  that  States  may  use  resources  from  the  Social  Services 
block  grant  to  continue  WIN  activities.     By  specifically  citing 
Title  IV-C  and  Section  402(a) (19) (G) ,  the  language  leaves  no 
doubt  that  such  activities  can  be  funded  from  this  block  grant. 

Mr.  Natcher.    Why  should  the  Appropriations  Committee  be 
asked  to  amend  the  substantive  law?     Isn't  that  what  you're 
asking,  in  effect? 

Ms.  Hardy.     The  proposed  appropriations  language  makes 
no  substantive  change  to  the  WIN  program.     It  simply  provides 
authority  to  use  funds  from  this  block  grant  for  WIN  and  WIN 
Demonstration  Programs. 

WIN  DEMONSTRATION  PROGRAM 

Mr.  Natcher.     Explain  the  WIN  Demonstration  Projects  in 
more  detail. 

Ms.  Hardy.     The  WIN  Demonstration  Program  was  authorized 
under  the  Omnibus  Budget  Reconciliation  Act  of  1981. 
Basically,  it  provides  States  the  option  of  operating  their  WIN 
program  entirely  through  the  State  welfare  agency,  with 
approval  of  the  Secretary  of  Health  nd  Human  Services,  rather 
than  jointly  with  the  State  employment  and  training  sponsor  and 
the  Department  of  Labor. 

Mr.  Natcher.     How  many  States  are  operating  these? 

Ms.  Hardy.     Two.  Eighteen  additional  States  have 
approved  applications  to  operate  WIN  Demonstration  projects. 
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STAFFING 


Mr.  Natcher.     How  many  positions  were  authorized  for  the 
Office  of  Human  Development  Services  for  fiscal  year  1981? 

Ms.  Hardy.     In  1981  the  authorized  full-time  employment 
for  the  Office  of  Human  Development  Services  was  1,507. 

Mr.  Natcher.     How  many  reductions-in-f orce  will  occur  in 
fiscal  year  1982?  What  about  1983? 

Ms.  Hardy.     The  Office  of  Human  Development  Services 
actually  seperated  only  44  persons  from  Federal  service  during 
the  1982  reduction-in-f orce.     There  are  no  plans  at  this  time 
to  have  any  further  reductions  in  either  1982  or  1983. 
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HEAD  START  FUNDING 

Mr.  Roybal.    With  less  than  a  one -percent  increase  being 
requested  in  the  Head  Start  budget,  how  does  OHDS  plan  to 
maintain  current  services  in  FY  1983  to  the  same  number  of 
children,  classrooms,  and  staff  as  were  being  provided  for  in 
FY  1982? 

Ms.  Hardy.    With  the  exception  of  Indian  and  Migrant 
programs  which  will  receive  a  mandated  cost-of-living  increase, 
Head  Start  funding  will  be  maintained  in  all  states  at  the 
levels  provided  in  funding  will  be  maintained  in  all  states  at 
the  levels  provided  in  FY  1982.    With  full  FY  1982  funding 
available,  we  believe  that  local  project  managers  will  be  able 
to  take  a  variety  of  cost  saving  steps  which  can  improve  the 
economy  and  efficiency  of  local  projects,    we  also  plan 
management  initiatives  including  cost  analysis  efforts, 
especially  in  projects  with  higher  per  child  costs,  to  aid 
projects  in  reducing  costs.     In  addition,  from  its  beginning 
Head  Start  has  recieved  an  exceptional  degree  of  support  from 
volunteers  and  local  organizatons.     For  example,  there  are 
close  to  a  half  million  volunteers  annually  in  Head  Start 
programs.     We  believe  this  support  will  continue  and  can  be 
expanded.     These  steps  combined  should  be  sufficient  to  offset 
the  marginal  increase  in  operating  costs  due  to  inflation  and 
to  make  available  sufficient  funds  for  staff  to  receive 
cost-of-living  pay  increase  similiar  to  those  received  by  other 
public  sector  employees.     Program  quality  and  enrollment  can 
then  be  maintained  at  FY  1982  levels. 

HEAD  START  RESEARCH  AND  DEMONSTRATION 

Mr.  Roybal.     Your  research  and  demonstration  budget  is 
being  reduced  by  approximately  50  percent  from  the  FY  1982 
level,     a)  What  projects  or  types  of  projects  will  be 
eliminated?*  b)  What  kinds  of  technology  transfer  projects  will 
be  continueOin  FY  1983?    c)  How  many  projects  were  funded  in  FY 
1982  and  hoirdoes  that  number  compare  with  the  proposed  FY  1983 
figure? 

Ms.  Hardy.    While  it  is  not  being  eliminated,  the  Head 
Start  Basic  Educational  Skills  (BES)  project  is  now  being 
redirected  to  convert  it  from  an  experimental  program  to  an 
operational  effort.     The  method  of  funding  for  BES  is  therefore 
changing,  and  we  are  currently  reviewing  concept  papers  prior 
to  awarding  an  two  FY  1982  grants  to  refine,  modify  and 
document  the  four  BES  program  elements:  curriculum,  parent 
involvement;  teacher  attitudes  and  behavior,  and  continuity. 
Funding  for  the  BES  redirection  will  continue  if  necessary  in 
FY  1983,  depending  partly  upon  the  success  of  the  FY  1982 
redirection  effort  and  the  support  that  is  thereafter  needed  to 
convert  BES  to  a  fully  operational  activity. 
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A  final  decision  has  not  been  reached  on  funding  plans 
for  the  Child  and  Family  Resource  program  grant  in  FY  1983. 

The  FY  1983  Discretionary  Funds  Plan  is  not  complete, 
but  it  is  expected  that  FY  1983  technology  transfer  projects 
will  include  support  as  warranted  for  many  of  the  FY  1982 
projects,  such  as: 

o    Assisting  State/Local  Governments  in  Sharing 
Information  Through  telecommunication  and  Other 
Mechnaisms,  an  HDS-vide  project  in  which  Head 
Start  is  participating; 

o    Head  Start  Linkages,  a  project  intended  to  identify, 
develop  and  test  exemplary  models  of  linkages 
between  Head  Start  and  health  delivery  systems,  other 
child  care  programs  and  school  systems,  and 
government  and  private  social  service  systems; 

o     Child  Care  Systems  Review,  focusing  on 

identifying  sound  operational  models  and  searching  out 
alternatives  and  innovative  approaches,  another 
HDS-wide  project  in  which  Head  Start  is  participating; 
and 

o     Improving  Private-public  Linkages  and  Services 
Delivery,  a  project  aimed  among  other  things,  at 
improving  Hewad  Start  linkages  with  other  programs 
and  the  community  and  improving  cost  effectiveness. 

In  addition,  the  technology  transfer  project  Children 
and  Family  Development  Demonstration  will  continue  to  receive 
funding  FY  1983,  along  with  a  grant  for  support  to 
Demonstration  Sites,  a  companion  project  scheduled  to  receive 
its  initial  funding  in  FY  1982. 

Fiscal  Year  1982  research  and  demonstration  funding  is 
not  completed  because  the  projects  mentioned  aboved  for  FY  1982 
funding  are  still  in  the  concept  paper  review  stage.  The 
precise  number  of  awards  depends  on  the  quality  and 
appropriateness  of  the  concepts  submitted,  but  it  is  expected 
that  all  of  these  projects  will  be  launched  in  FY  1982.  They 
will  be  continue  in  FY  1983  as  early  results  of  the  1982 
efforts  warrant,  and  modified  as  necessary  to  provide  the 
greatest  results  for  Head  Start  programs  and  other  in  the  child 
care  community  in  FY  1983. 

CHILD  ABUSE  AND  NEGLECT 

Mr.  Roybal.     Your  own  justification  provides  ample 
evidence  of  the  seriousness  of  the  problem  of  child  abuse  and 
neglect  and  the  alarming  increases  of  substantiated  cases.  Yet 
you  propose  a  30  percent  decrease  in  this  program.  Why? 
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Ms.  Hardy.    We  are  requesting  reduced  funding  for  the 
Child  Abuse  State  Grants  Program  in  FY  1983,  in  keeping' with 
the  President's  policy  of  reducing  Fedral  spending.    We  do  not 
believe  that  these  reductions  will  seriously  impact  upon  the 
capacities  of  States  overall  to  provide  those  services.  The 
State  grants  constitute  a  small  percentage  of  the  total  funds 
State  apply  to  Child  Abuse  Activities.     Through  informational 
and  technical  support,  we  are  assisting  the  State  to  obtain 
greater  private  and  voluntary  support,  especially  for 
prevention  services,  in  efforts  to  hold  down  their  own  costs 
and,  at  the  same  time,  to  improve  their  services. 

RUNAWAY  YOUTH 

JJr.  Royb.al.     Can  you  provide  the  Subcommittee  with  any  data  to 
determine  whether  the  problem  of  runaway  and  homeless  youth  is  in- 
creasing or  decreasing? 

Ms.  Hardy,     The  Department's  data,  which  are  based  on  essenti- 
ally the  same  number  of  programs  funded  over  the  past  five  years, 
indicates  that  the  programs  are  serving  approximately  25  percent 
more  young  people  and  their  families  than  were  served  two  years  ago. 
Of  the  youth  population  that  the  Department  is  serving,  a  dramatic 
increase  has  occurred  over  the  last  three  years  in  the  number  of 
runaways  who  are  classified  as  homeless  adolescents  —  that  is  — 
young  people  who  are  pushed  out  of  their  homes  and  are  unable  to  be 
reunited  with  their  families . 

Mr.  Roybal.     What  factors  account  for  the  increase  or  decrease? 

Ms.  Hardy,    Data  regarding  the  increase  of  homeless  youth,  as- 
reported  by  the  Departmentally-f unded  centers,  indicate  that 
parental  conflict  and  communication  problems  are  the  leading  causes 
of  Tunning  away.     School  problems  and  peer  relationships  are  also 
listed  as  primary  causes  of  a  child  running  away.     The  Department's 
data  have  also  indicated  that  more  children  are  running  or  being 
thrown  out  of  single  parent  families  which  have  developed  as  a 
result  of  the  rising  divorce  rate  in  our  country. 
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ADMINISTRATION  ON  AGING 

Mr.  Roybal.     The  Administration  on  Aging  is  the  principal  agen- 
cy carrying  out  programs  under  the  Older  Americans  Act.     It  also  has 
the  important  job  of  advising  HHS  as  well  as  other  Federal  depart- 
ments and  agencies  on  the  needs  of  the  elderly.     Accordingly,  I  will 
appreciate  learning  what  consultations  and  analysis  is  AoA  providing 
to  the.  work  of  the  National  Commission  on  Social  Security  Reform? 

Ms.  Hardy.     The  Administration  on  Aging  is  contributing  to  the 
work  of  the  National  Commission  on  Social  Security  Reform.    As  an 
example,  representatives  of  the  Commission  recently  contacted  the 
Commissioner  on  Aging  to  request  information  on  the  impact  of  So- 
cial Security  on  women. 

Mr.  Roybal.    What  consultation  and  analysis  was  provided  by  AoA 
with  regard  to  budget  reductions,  cost  savings,  and  regulatory 
changes  that  the  Administration  is  recommending  in  each  of  the  fol- 
lowing programs  that  affect  the  elderly:    Medicare,  Medicaid,  Food 
Stamps,  Low-income  Energy  Assistance,  Community  Service  Employment 
(Title  V),  Human  Services  Block  Grants,  Housing,  SSI,  and  Civil 
Service  and  Railroad  Retirement  Programs? 

Ms.  Hardy.     The  Administration  on  Aging  was  not  consulted  on  the 
budget  reductions,  cost  savings  and  regulatory  changes  proposed  for 
these  programs.    However,  the  Commissioner  on  Aging  continues  to  be 
very  active  in  providing  input  on  the  effects  that  program  changes 
will  have  on  the  elderly  of  our  nation.    As  recent  examples,  the 
Commissioner  has  had  conversations  with  the  representatives  of  the 
Health  Care  Financing  Administration  and  with  representatives  of 
the  Department  of  Education  to  initiate  new  cooperative  agreements 
and  to  provide  them  with  information  about  the  elderly.     Of  course, 
the  Commissioner  continues  to  comment  on  proposed  regulations  and 
legislation. 

In  addition,  the  Cabinet  Council  is  considering  the 
establishment  of  a  working  group  on  Aging  which  would  help 
facilitate  ongoing  intradepartmental  cooperation  on  Aging. 


Mr.  Roybal.     One  of  the  major  legislative  thrusts  of  the  Older 
Americans  Act  programs  since  1973  has  been  directed  towards  program 
development  and  coordination  activities.     Across  the  country,  area 
agencies  on  aging  have  generated  hundreds  of  millions  of  dollars  in 
program  resources,  including  private  sector  funds,  through  program 
development  acitivities.     Yet  HHS  proposes  to  sharply  reduce  these 
efforts  through  a  change  in  the  regulations.     In  an  environment  of 
growing  needs  and  shrinking  resources,  wouldn't  it  make  more  sense 
to  develop  more  program  initiatives  rather  than  less  for  the  area 
agencies  on  aging? 
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Ms.  Hardy.     The  Department  has  published  a  Notice  of  Proposed 
Rule  Making  disallowing  program  development  activities  as  a  service 
under  Supportive  Services  and  Senior  Centers.     These  activities  in- 
volve staff  functions  such  as  liaison  with  other  agencies  and  or- 
ganizations concerning  needs  of  the  elderly  or  services  development. 
We  continue  to  view  these  functions  as  important  activities  on  be- 
half of  the  elderly.     These  activities  may  continue  to  be  funded  as 
part  of  area  agency  administrative  expenses. 

By  proposing  the  elimination  of  program  development  and  coordi- 
nation activities  as  allowable  costs  of  supportive  services,  we  in- 
tend to  assure  that  allowable  services  funds  are  utilized  for  direct 
services  to  older  persons  who  are  socially  or  economically  needy. 
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NUTRITION 

Mr.  Roybal.     You  indicate  in  your  justification  that  "a  range  of 
strategies  has  been  developed  to  offset  the  effects  of  inflation  and 
of  the  proposed  reduction  in  funds".     Could  you  describe  in  detail 
what  these  strategies  are  and  how  much  each  one  will  help  offset  the 
combined  effects  of  inflation  and  reduced  funding? 

Ms.  Hardy:     In  order  to  maintain  service  levels  to  the  extent 
possible,  AoA  is  pursuing  two  objectives  aimed  at  strengthening  the 
financial  management  and  effective  and  efficient  use  of  Title  III 
programs.     The  first  objective  is  to  increase  the  level  of  contribu- 
tions for  services.     In  FY  1981,  program  income  expenditures  report- 
ed by  the  states  totalled  an  amount  equal  to  13.3  percent  of  federal 
funds  allotted  to  the  states  for  supportive  and  nutrition  services 
or  $79  million.     The  aim  is  to  increase  this  amount  to  $120  million 
in  FY  1983. 

The  second  objective  will  be  to  take  steps  to  improve  the  pro- 
gram and  financial  management  of    state  and  area  agencies,  including 
actions  in  response  to  GAO  and  Inspector  General  recommendations. 
As  part  of  its  regular  assessment  of  State  Agencies,  AoA  will  focus 
on  those  financial  and  management  concerns  which  are  impeding  the 
program  from  operating  at  maximum  efficiency.     AoA  will  also  provide 
special  technical  assistance  aimed  at  improving  State  Agency  finan- 
cial management,  including  the  development  of  model  performance- 
based  payment  techniques  for  use  by  Area  Agencies  in  managing  Title 
III  funds  awarded  to  local  service  providers. 

The  Administration  on  Aging  also  plans  to  set  aside  only  $1.5 
million  for  evaluation  purposes  from  the  Congregate  Nutrition  Serv- 
ices account.     Currently,  the  Administration  on  Aging  sets  aside  1 
percent  of  each  of  the  three  services  accounts  (Supportive  Services 
and  Senior  Centers,  Congregate  Nutrition  Services  and  Home-Delivered 
Nutrition  Services)  for  such  programs.     This  limitation  in  the 
amount  of  funds  set-aside  for  evaluation  will  permit  an  increase  in 
the  amount  of  funds  that  would  be  allotted  to  the  States  for  serv- 
ices. 

Mr.  Roybal.     Do  you  really  expect  these  strategies  to  fully 
offset  the  effects  of  inflation  and  reduction  in  funds? 


Ms.  Hardy.     No,  these  strategies  will  not  fully  offset 
the  effects  of  inflation  and  the  reduction  in  funds.     As  I 
mentioned  earlier,  we  do  expect  them  to  have  some  ameliorating 
effect . 
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Mr.  Roybal.     In  his  State  of  the  Union  address,  President  Reagan 
stated  that  we  should  not  be  fooled  by  those  who  proclaim  that 
spending  cuts  will  deprive  the  elderly.     He  also  said  that  "senior 
nutrition  programs  will  not  be  cut  from  the  levels  proposed  last 
year". 

A  reading  of  your  budget  justification  for  senior  nutrition  pro- 
grams indicates  that  you  are  actually  proposing  to  fund  5.8  percent 
fewer  meals  per  day  than  you  proposed  last  year  and  10  percent  fewer 
than  were  provided  for  in  the  FY  1982  appropriation.     Your  proposal 
also  represents  a  reduction  of  nearly  100,000  meals  per  day  from  the 
amount  funded  in  FY  1981.    Would  you  explain  the  contradiction  be- 
tween the  President's  statement  and  your  budget  proposal? 

Ms.  Hardy.     In  his  State  of  the  Union  message  the  President 
stated  that  the  nutrition  program  for  the  elderly  would  not  be  cut 
from  the  levels  proposed  last  year,  that  is,  in  September  of  1981. 
The  request  for  FY  1982  forwarded  to  Congress  in  September  of  1981 
included  under  Programs  for  the  Aging,  $258,133,000  for  Congregate 
Nutritioii  Services  and  $48,142,000  for  Home-Delivered  Nutrition 
Services.     These  are  the  same  amounts  included  in  the  request  for 
FY  1983.    Thus,  there  are  no  reductions  for  this  program  from  the 
levels  proposed  in  September. 

The  Continuing  resolution  under  which  the  Department  is  operat- 
ing provides  for  an  annual  level  of  $286,749,000  for  Congregate  Nu- 
trition Services  and  $57,350,000  for  Home-Delivered  Nutrition  Serv- 
ices. These  are  the  amounts  reflected  in  the  FY  1982  column  of  our 
request.  Since  the  amounts  available  in  FY  1982  are  higher  than  the 
FY  1983  request  (and  in  the  September  request  for  FY  1982),  there  is 
a  reduction  in  the  number  of  meals  supported. 
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HEAD  START  AND  COMMUNITY  ACTION  AGENCIES 

Mr.  Dwyer.    Many  Head  Start  programs  in  New  Jersey  and 
other  States  are  operated  through  Community  Action  Agencies. 
Have  you  taken  the  71%  decrease  in  funding  for  the  Community 
Services  Block  Grant  into  consideration  In  assessing  the 
request  for  Head  Start? 

Ms.  Hardy.    We  do  not  feel  that  the  reduction  in  funding 
proposed  for  the  Community  Services  Block  Grant  will  necessary 
cause  problems  for  Head  Start  projects.     States  have  the 
flexibility  through  the  Community  Services  Block  Grant  to 
continue  supporting  CAA's  that  operate  Head  Start  projects.  We 
did  estimate  last  year  that  no  more  than  $14  million  to  $20 
million  in  Community  Services  Administration  funding  was  used 
in  FY  1981  for  administration  support  of  Head  Start  projects. 
Even  if  71%  of  this  amount  was  lost  to  Head  Start,  which  we 
consider  unlikely  in  light  of  the  strong  support  Head  Start 
receives,  the  loss  would  equal  only  1%  of  1.5%  of  Head  Start's 
total  budget. 

Mr.  Dwyer.     How  will  the  Head  Start  programs  in  these 
States  continue  to  be  able  to  serve  the  same  number  of  children 
if  their  support  agency  is  closed  down? 

Ms.  Hardy.  Regardless  of  funding  reductions  which  may 
occur,  current  Head  Start  sponsors,  including  CAAs,  are 
accorded  priority  in  continuing  as  sponsors  as  long  as  they 
remain  fiscally  viable  and  operate  sound  projects.     This  means 
that  CAAs  can  remain  Head  Start  sponsors  even  if  they  lose 
other  sources  of  funding,  provided  they  continue  to  meet 
certain  fiscal  and  programmatic  requirements.     The  lose  of 
Community  Services  funding  would  not  necessarily  result  in  a 
change  of  Head  Start  sponsors.    We  expect  that  CAAs  which  lost 
all  or  a  portion  of  the  funds  they  receive  from  other  sources 
will  continue  serving  the  same  number  of  children. 

Mr.  Dwyer.     The  budget  for  Head  Start  increases  less 
than  1/3  of  1%,  yet  you  claim  that  the  same  number  (377,300)  of 
children  will  be  served  at  current  levels  of  service.  Dosen't 
inflation  errode  Head  Start  services  more  than  1/3  of  1%  in  a 
year? 

Ms.  Hardy.     Given  the  critical  importance  of  controlling 
Federal  spending  in  order  to  aid  national  economic  recovery,  we 
believe  that  steps  other  than  increasing  appropriations  can  be 
taken  in  FY  1983  to  offset  its  effects  of  inflation  on  Head 
Start.    We  expect  that  local  Head  Start  projects  will  be  able 
to  fully  continue  current  levels  of  quality  and  enrollment  in 
FY  1983.    We  will  assist  local  projects  in  assessing  costs  and 
identifying  areas  where  they  can  acheive  various  economies  and  • 
efficiencies  in  order  to  offset  higher  operating  costs  due  to 
inflation,    we  believe  there  are  economies,  particularly  in 
projects  with  relatively  high  costs,  that  local  managers  can 
make.     In  addition,  Head  Start  has  from  its  inception  enjoyed 
an  exceptional  degree  of  support  from  local  organizations  and 
individuals.    We  believe  this  support  will  continue  and  can  be 
strengthened. 
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AGING  PROGRAMS 

Mr.  Dwyer.     Last  week  Dr.  Davis,  Administrator  of  the  Health 
Care  Financing  Administration  testified  that  home  services  which 
help  the  elderly  avoid  institutionalization  show  great  promise  in 
reducing  medicaid  costs.     I  see  in  your  budget  that  you  are  reduc- 
ing in-home  services  for  the  elderly  from  555,000  units  in  FY  1982 
to  493,000  in  FY  1983.     How  does  that  translate  into  dollars?  How 
much  was  spent  in  FY  1982  and  how  much  do  you  anticipate  will  be 
spent  in  FY  1983? 

Ms.  Hardy.    We  estimate  that  $40,057,000  of  the  funds 
appropriated  in  FY  1982  for  Supportive  Services  and  Senior 
Centers  will  be  used  for  in-home  services.     Similarly  we 
estimate  that  $38,445,000  of  the  funds  requested  for  FY  1983 
will  be  used  for  this  purpose. 

The  home  bound  elderly  will  also  receive  services  through  home- 
delivered  meals.     In  FY,  1982  $57,350,000  will  be  available  for  this 
purpose.     The  request  includes  $48,142,000  for  Home-delivered  Nu- 
trition Services  in  FY  1983. 

Mr.  Dwyer.     How  many  elderly  persons  will  be  forced  to  turn  to 
institutionalization  as  a  result  of  these  reductions? 

Ms.  Hardy.    We  have  no  information  to  assess  the  impact 
of  these  reductions  in  services  on  the  need  for 
institutionalization.     I  would  also  like  to  mention  that  funds 
appropriated  under  the  Older  Americans  Act  are  not  the  sole 
source  of  support  for  in-home  services.     Both  federal  programs, 
such  as  the  Human  Services  Block  Grant,  and  other  non-federal 
funds  also  support  in-home  services  for  older  persons.  The 
reduction  in  services  supported  with  Older  Americans  Act  funds 
could  be  absorbed  from  other  sources.     The  person  units  of 
service  detailed  above  do  not  include  services  supported  by 
non-federal  sources  such  as  program  income.     As  mentioned 
earlier,  we  are  trying  to  increase  program  income,  State  and 
local  resources  and  private  sector  support  in  order  to  maintain 
service  levels  to  the  extent  possible. 

Mr.  Dwyer.  Do  you  have  any  idea  what  the  medicaid  costs  will 
be  for  these  individuals  who  will  no  longer  be  able  to  live  inde- 
pendently? 

Ms.  Hardy.    We  have  no  way  of  estimating  how  many  individuals 
will  no  longer  be  able  to  live  independently  as  a  result  of  these 
reductions.     Further,  we  have  no  indication  of  the  duration  of  this 
institutionalization.     Therefore,  we  are  unable  to  estimate  the  im- 
pact on  Medicaid  costs,  if  any. 

*  Mr.  Dwyer  .    Your  budget  estimates  a  reduction  of  over  18  million 
meals  (more  than  10%)  between  FY  1982  and  FY  1983  under  the  Older 
Americans  Act  Nutrition  Services  Program.    You  state  that  a  "range 
of  program  strategies"  will  enable  states  and  communities  to  main- 
tain service  levels,  even  given  inflation  and  reduced  funding  lev- 
els.    On  page  72  of  your  justification,  you  list  two  such  strate- 
gies.   What  are  the  others? 
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Ms.  Hardy.     In  order  to  maintain  service  levels  to  the  extent 
possible,  AoA  is  pursuing  two  objectives  aimed  at  strengthening  the 
financial  management  and  effective  and  efficient  use  of  Title 
III  programs.     The  first  objective  is  to  increase  the  level  of 
contributions  for  services.     In  FY  1981,  program  income 
expenditures  reported  by  the  states  totalled  an  amount  equal  to 
13.3  percent  of  federal  funds  allotted  to  the  states  for 
supportive  and  nutrition  services  or  $79  million.     The  aim  is 
to  increase  this  amount  to  $120  million  in  FY  1983.  We 
estimate  that  46%  of  the  participants  in  the  programs  are 
non-poor  who  can  legitimately  be  expected  to  increase  their 
contributions. 

The  second  objective  will  be  to  take  steps  to  improve  the  pro- 
gram and  financial  management  of  state  and  area  agencies,  including 
actions  in  response  to  GAO  and  Inspector  General  recommendations. 
As  part  of  its  regular  assessment  of  State  Agencies,  AoA  will  focus 
on  those  financial  and  management  concerns  which  are  impeding  the 
program  from  operating  at  maximum  efficiency.     AoA  will  also  provide 
special  technical  assistance  aimed  at  improving  State  Agency  finan- 
cial management,  including  the  development  of  model  performance- 
based  payment  techniques  for  use  by  Area  Agencies  in  managing  Title 
III  funds  awarded  to  local  service  providers. 

The  Administration  on  Aging  also  plans  to  set  aside  only  $1.5 
million  for  evaluation  purposes  from  the  Congregate  Nutrition  Serv- 
ices account.     Currently,  the  Administration  on  Aging  sets  aside  1 
percent  of  each  of  the  three  services  accounts  (Supportive  Services 
and  Senior  Centers,  Congregate  Nutrition  Services  and  Home-Delivered 
Nutrition  Services)  for  such  programs.     This  limitation  in  the 
amount  of  funds  set-aside  for  evaluation  will  permit  an  increase  in 
the  amount  of  funds  that  would  be  allotted  to  the  States  for  serv- 
ices . 


WIN  PROGRAMS 

Mr.  Dwyer.     Since  the  Work  Incentive  Program  (WIN)   is  the 
major  on-going  program  focused  specifically  on  the  work-welfare 
issue,  would  you  support  an  increase  over  fiscal  1982  funding  if  no 
new  program  is  enacted? 

Ms.  Hardy.     The  Administration  would  not  support  increased 
funding  for  WIN  in  fiscal  1983.     The  Administration  is  confident 
that  its  proposals  for  mandatory  CWEP  and  various  block  grants 
will  be  enacted. 
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HEAD  START  FUNDING  AND  ENROLLMENT 

Mr.  Stokes.     Last  year,  you  estimated  that  with  a  $950 
million  appropriation  that  a  total  of  374,300  children  could  be 
served.     The  actual  appropriation  was  $38  million  less  than 
that  amount,  but  you  now  estimate  that  3,000  more  children  will 
be  served  (377,300).     Please  explain. 

Ms.  Hardy.     The  change  in  our  projection  of  the  number 
of  children  served  in  FY  1982  results  mainly  from  our  using  a 
more  current  and  accurate  count  of  Head  Start  enrollment.  The 
budget  increase  of  $93  million  which  has  been  agreed  to  for 
this  year  is  being  used  to  maintain  current  enrollment  and 
improve  program  quality  in  several  key  areas.     The  $38.3 
million  in  additional  funds  which  were  requested  in  the  March, 
1981  budget  would  have  been  used  to  further  enhance  program 
quality  in  those  areas  but  would  have  had  no  effect  on 
enrollment. 

In  our  FY  1982  budget  request,  we  estimated  that,  during 
FY  1982,  366,300  children  would  be  served  in  full  year  Head 
Start  (including  Parent  and  Child  Center  programs)  and  8,000 
children  in  Summer  Head  Start.     The  full  year  Head  Start 
projection  was  prepared  in  mid-1980.     It  included  an  assumption 
that  enrollment  would  decline  in  some  states  which,  under  the 
statutory  allotment  formula  then  in  effect,  could  not  receive 
funding  increases  that  were  large  enought  to  offset  inflation. 
This  assumption  was  only  partially  correct.     In  many  instances, 
grantees  found  ways  of  achieving  economies  or  efficiencies 
which  precluded  their  having  to  reduce  enrollment.  Therefore, 
when  we  obtained  updated  information  form  Regional  Offices  on 
actual  funded  enrollment  as  of  January  1,  1982  we  found  that 
the  number  of  full  year  children  was  375,700  -  9,400  greater 
than  our  estimate  of  a  year  and  half  ago. 

Mr.  Stokes.     Please  provide  for  the  record  the  FY  1982 
and  projected  FY  1983  Head  Start  enrollment  figures  by  state. 

Ms.  Hardy.     Enclosed  for  the  record  are  state  by  state 
enrollment  figures  for  Head  Start  for  FY  1982  and  FY  1983.  The 
FY  1982  figures  are  levels  we  project  will  exist  at  the  end  of 
FY  1982. 
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Projected  Head  Start  Enrollment 

FY  1982  FY  1982 


REGION  I 

Connecticut  3,951  3,951 

Maine  1,472  1,472 

Massachusetts  7,135  7,135 

New  Hampshire  648  648 

Rhode  Island  1,215  1,215 

Vermont  756  756 

REGION  II 

New  Jersey  8,228  8,228 

New  York      '  16,703  16,703 

Puerto  Rico  13,780  13,780 

REGION  III 

Delaware  709  709 

Dist.  of  Col.  1,655  1,655 

Maryland  4,296  4,296 

Pennsylvania  13,492  13,492 

Virginia  4,197  4,197 

West  Virginga  3,617  3,617 

REGION  IV 

Alabama  9,270  9,270 

Florida  10,639  10,639 

Georgia  9,499  9,499 

Kentucky  9,451  9,451 

Mississippi  26,315  26,315 

North  Carolina  9,187  9,187 

South  Carolina  5,357  5,357 

Tennessee  8,498  8,498 

REGION  V 

Illinois  19,408  19,408 

Indiana  5,360  5,360 

Michigan  17,179  17,179 

Minnesota  4,052  4,052 

Ohio  18,340  18,340 

Wisconsin  5,335  5,335 

REGION  VI 

Arkansas  5,153  5,153 

Louisiana  8,839  8,839 

New  Mexico  3,310  3,310 

Oklahoma  6,771  6,771 

Texas  18,795  18,795 
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REGION  VII 

Iowa 

2,705 

2, 

705 

Kansas 

2,387 

2, 

387 

Missouri 

7, 686 

7, 

686 

Nebraska 

1,567 

1, 

567 

REGION  VIII 

Colorado 

5,038 

5, 

038 

Montana 

937 

937 

North  Dakota 

517 

517 

South  Dakota 

800 

800 

TT*-  .-.  U 

utan 

1  ,  H  JO 

1j 

/■  1Q 

Wyoming 

533 

533 

REGION  IX 

| 

Arizona 

2,898 

2, 

898 

California 

26,865 

26, 

865 

Hawaii 

965 

965 

Nevada 

412 

412 

HT?      T/"\\T  V 

REGION  X 

Alaska 

740 

740 

Idaho 

y  oi 

yoi 

Oregon 

2,508 

2, 

508 

Washington 

3,305 

305 

State  Total 

344, 874 

344, 

874 

Virgin  Islands 

986 

986 

Outer  Pacific  Islands 

2,388 

2, 

388 

Indian  Projects 

12,399 

12, 

399 

Migrant  Projects 

16,641 

16, 

641 

Total  Head  Start 

377,288 

377, 

288 

Mr.  Stokes.     Under  your  FY  1983  budget,  you  project  that 
the  average  cost  per  Head  Start  child  will  increase  by  less 
than  1%.     Isn't  that  an  unrealistic  estimate? 

Ms.  Hardy.     The  small  increase  in  the  average  national 
ACYF  funded  cost  per  child  in  the  FY  1983  budget  reflects  the 
higher  Federal  costs  for  Indian  and  migrant  Head  Start 
projects,  resulting  from  the  mandated  cost  of  living  increase 
these  projects  receive.    We  do  not  expect  any  increase  in 
Federal  per  child  costs  in  projects  in  the  states.    With  full 
FY  1982  funding  available,  we  believe  that  local  project 
managers  will  be  able  to  take  a  variety  of  cost  saving  steps 
which  can  improve  the  economy  and  efficiency  of  local 
projects.     We  also  plan  management  initiatives  including  cost 
analysis  efforts,  especially  in  projects  with  higher  per  child 
costs,  to  aid  projects  in  reducing  costs.     In  addition,  from 
its  beginning  Head  Start  has  received  an  exceptional  degree  of 
support  from  volunteers  and  local  organizations.     For  example, 
there  are  close  to  a  half  million  volunteers  annually  in  Head 
Start  programs.    We  velieve  this  support  will  continue  and  can 
be  expanded.     These  steps  combined  should  be  sufficient  to 
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offset  the  marginal  increase  in  operating  costs  due  to 
inflation  and  to  make  available  sufficient  funds  for  staff  to 
receive  cost-of-living  pay  increase  similar  to  those  received 
by  other  public  sector  employees.     Program  quality  and 
enrollment  can  then  be  maintained  at  FY  1982  levels. 

Mr.  Stokes.     If  the  average  cost  per  child  were  to 
increase  by  a  more  realistic  estimate,  for  example,  the 
President's  inflation  estimate  of  6%  how  many  fewer  children 
would  be  served  in  FY  1983  as  compared  with  your  estimate? 

Ms.  Hardy.     Under  a  budget  of  $912  million,  if  ACYF 
spending  per  child  were  to  increase  by  6%  a  year  to  $2,450  and 
spending  for  research,  evaluation,  and  training  and  technical 
assistance  was  maintained  at  the  level  we  have  proposed, 
approximately  19,300  fewer  children  would  be  served.    With  the 
cooperation  of  local  projects,  we  intend  to  avoid  such  a 
reduction,     instead,  we  will  work  to  allow  the  same  number  of 
children  currently  being  served  to  remain  in  Head  Start. 

Mr.  Stokes.     Please  provide  for  the  record  the 
additional  funds  that  would  be  required  to  maintain  current 
enrollment  levels,  assuming  that  the  average  cost  per  child 
increases  by  6%  in  FY  1983  rather  than  your  estimate  of  1%. 

Ms.  Hardy.     If  the  average  ACYF  cost  per  child  were 
increased  by  6%  and  spending  for  research,  evaluation  and 
training  and  technical  assistance  was  maintained  at  the  levels 
we  have  proposed,  FY  1983  spending  would  be  $959,385,000  an 
increase  of  $47,385,000  above  our  request  of  $912,000,000.  As 
we  have  indicated,  we  do  not  believe  it  is  necessary  to 
increase  Federal  spending  to  maintain  program  enrollment  and 
quality. 

Mr.  Stokes.     What  percent  of  eligible  children  does  Head 
Start  currently  serve? 

Ms.  Hardy.     In  FY  1982,  Head  Start  is  serving 
approximately  18.5%  of  the  income  eligible  three  to  five  year 
old  children  in  the  states.     This  is  based  on  1980  Census 
Bureau  data  which  report  1,943,000  income  eligible  three  to 
five  year  old  children  in  the  fifty  states  and  the  District  of 
Columbia,  and  the  fact  that  there  are  approximately  360,150 
Head  Start  enrollees  in  the  fifty  states  and  the  District  of 
Columbia.   (360,150        1,943,000=  .185). 

QUALITY  IMPROVEMENTS  IN  HEAD  START 

Mr.  Stokes.     Last  year,  you  told  us  the  following  facts 
about  Head  Start  projects. 

-"We  know  roughly  one -third  of  Head  Start  classrooms  are 

currently  crowded." 
-"Beyond  that,  we  know  that  historically  and  also  in 

relation  to  other  wages  paid  in  local  communities,  Head 

Start  staff  are  relatively  underpaid. 
-"A  number  of  projects  currentlyhave  some  degree  of 

noncompliance  with  local  (health  and  safety)  codes  or 

Head  Start  regulations." 
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How  does  your  budget  request  of  $912  million  address 
these  problems? 

Ms.  Hardy.     The  budget  of  $911.7  million  which  has  been 
agreed  to  for  Head  Start  in  FY  1982  is  enabling  us  to  make 
considerable  progress  in  correcting  these  problems.     Of  the  $93 
million  increase  available  in  FY  1982,  $43.74  million  is  being 
used  to  improve  program  quality  in  the  three  areas  we 
identified  last  year.     The  balance  of  the  FY  1982  increase  is 
being  provided  as  cost-of-living  awards  to  help  projects  offset 
inflation  and  maintain  enrollment.     Through  the  FY  1982  funding 
increases,  we  will  eliminate  instances  of  seriously  overcrowded 
classrooms  i.e.,  classes  with  more  than  20  children  and  will 
ensure  compliance  of  facilities  with  local  licensing 
requirements.     The  FY  1982  funds  will  also  enable  employees  in 
projects  with  the  lowest  wages  to  receive  salary  increase  in 
addition  to  cost  of  living  awards.     Having  made  these 
improvements  in  FY  1982,  the  full  amount  of  funding  needed  to 
sustain  them  has  been  requested  for  FY  1983. 

HEAD  START  TEACHER  SALARIES 

Mr.  Stokes.    What  is  the  average  salary  of  a  Head  Start 
teacher?    What  would  it  be  under  your  FY  1983  request? 

Ms.  Hardy.    We  estimate  that  the  average  teacher  salary 
in  Head  Start  in  FY  1982  is  between  $8,500  and  $9,000.     In  FY 
1983,  we  plan  that  teacher  salaries  will  rise  by  an  amount 
equal  to  the  rise  in  the  cost  of  living  in  order  to  help  Head 
Start  projects  attract  and  retain  qualified  staff. 

Because  maintaining  the  purchasing  power  of  staff 
salaries  has  an  improtant  effect  on  program  quality,  we  intend 
to  work  with  local  projects  to  identify  the  economies  and 
efficiencies  which  must  be  found  under  a  constant  budget  to 
enable  pay  increase  to  be  made. 

ECONOMIES  IN  HEAD  START  PROGRAMS 

Mr.  Stokes.     Your  budget  states  that  "local  projects 
will  take  steps  to  achieve  various  economies  and  efficiencies 
so  that  they  can  meet  the  higher  operating  expenses  that  will 
result  from  inflation  and  provide  salary  increases". 

a.    What  cost-saving  options  are  available  to  Head  Start 
projects  other  than  those  (Such  as  reducing  hours  or  days  of 
service  or  increasing  class  size)  which  will  lower  the  quality 
of  the  programs? 

Ms.  Hardy.     The  economies  and  efficiencies  which  we  plan 
to  achieve  in  FY  1983  are  not  ones  which  will  reduce  program 
quality.     Instead  we  plan  a  cost  analysis  management  effort 
which  we  began  to  develop  in  FY  1981  and  is  being  further 
developed  in  FY  1982.     By  FY  1983,  this  effort  should  help 
Federal  and  local  managers  identify  cost  savings  which  will 
help  offset  inflation  especially  in  high  cost  grantees.  We 
expect  that  Head  Start  projects  will  be  able  to  draw  increased 
support  from  non-Federal  sources. 
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HEAD  START  AND  OTHER  PROGRAMS 

Mr.  Stokes.     62%  of  Head  Start  projects  were  operated  by 
community  action  agencies  last  year.     Funding  for  the  community 
action  agencies,  under  the  Community  Service  Block  Grant,  is 
slated  to  drop  to  $100  million  under  the  Administration's 
budget  —  a  81%  reduction  in  two  years.    What  is  the  probable 
impact  of  this  reduction  on  Head  Start  projects? 

Ms.  Hardy.     States  have  the  flexibility  through  the 
Community  Service  Block  Grant  to  continue  supporting  CAAs  that 
operate  Head  Start  projects.     Regardless  of  funding  reductions 
which  may  occur,  current  Head  Start  sponsors,  including  CAAs, 
are  accorded  priority  in  continuing  as  sponsors  as  long  as  they 
remain  fiscally  vbiable  and  operate  sound  projects.  Therefore, 
we  do  not  believe  that  changes  in  CAA  funding  or  creation  of 
the  Community  Services  Block  Grant  will  cause  serious  problems 
for  Head  Start. 

Mr.  Stokes.     How  have  Head  Start  projects  adjusted  to 
cutbacks  in  CETA  funding? 

Ms.  Hardy.    We  estimate  that  in  FY  1980,  the  last  full 
year  in  which  the  CETA  public  service  employment  program 
operated,  the  cost  of  wages  paid  to  CETA  workers  employed  in 
Head  Start  projects  was  $22  million.     Although  CETA  workers 
provided  useful  services,  some  did  not  provide  essential 
services  and  Head  Start  projects  did  not  necessarily  have  to 
replace  all  lost  CETA  workers.     Some  of  the  tasks  that  were 
performed  by  CETA  workers  have  been  assumed  by  current  Head 
Start  staff  through  reassignment  and  expansion  of  duties,  while 
others  have  been  assumed  by  volunteers.     In  other  instances 
Head  Start  projects  have  accommodated  themselves  to  CETA  losses 
by  re budge ting  and  hiring  replacement  staff  using  their  current 
resources.     Regarding  the  critical  area  of  classroom  teaching 
staff,  the  FY  1982  budget  provided  increased  funds,  part  of 
which  are  being  used  to  ensure  that  serious  problems  of 
inadequate  adult  to  child  ratios  are  corrected,  including 
replacing  lost  CETA  classroom  staff  in  some  programs. 

REVISING  HEAD  START  REGULATIONS 

Mr.  Stokes.     In  May  1981,  President  Reagan  said  in  a 
letter  to  a  Head  Start  training  conference: 

"As  you  know,  we  have  carefully  reviewed  the 
national  programs  which  benefit  our  nation's  children 
in  an  effort  to  improve  the  delivery  of  social  services. 
This  review  has  reaffirmed  our  belief  that  the  Head 
Start  program  has  worked  and  should  receive  additional 
Federal  support." 

Ir  light  of  his  statement,  why  do  yon  feel  that  it  is 
necessary  to  revise  the  Head  Start  regulations? 

Ms.  Hardy.     Our  review  and  planned  revision  of  Head 
Z  art  regulations  is  intended  to  redr^e,  where  possible,  the 
.  acessary  burden  which  current  regulations  may  impose.  We 
ml   1  ensure  that  regulations  adhere  closely  to  the  requirements 
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of  the  statute  and  are  limited  to  those  areas  considered 
essential  to  the  administeation  and  management  of  Head  Start, 
we  will  also  identify  areas  in  which  guidance  is  a  more 
appropriate  vehicle  than  regulations  in  supporting  program 
activities.     By  eliminating  unnecessaryily  specific  or 
restrictive  regulations  local  managers  will  be  free  to  operate 
more  efficient  and  flexible  projects  that  better  meet  local 
needs.     In  light  of  the  President's  strong  support  of  Head 
Start,  we  feel  it  is  especially  appropriate  to  undertake 
efforts,  such  as  reviewing,  revising  and  improving  regulations, 
which  will  strengthen  the  efficiency  and  quality  of  the  program. 

Mr.  Stokes.    What  changes  are  you  considering? 

Ms.  Hardy.     OHDS  proposes  to  develop  one  new  Head  Start 
regulation  to  replace  the  five  existing  Head  Start  regulations 
(45  CFR  Parts  1301-1305).     The  proposed  regulation  will: 
consolidate,  streamline  and  simplify  existing  requirements; 
outline  essential  program  and  administrative  requirements; 
preserve  the  unique  characteristics  and  comprehensive  nature  of 
Head  Start;  and  provide  the  legislatively  mandated  protections 
to  Head  Start  grantees  and  delegate  agencies. 

Mr.  Stokes.     Do  you  still  propose  to  eliminate  or  weaken 
Head  Start  Performance  Standards?     (If  so)  Do  the  Head  Start 
project  directors  agree  with  this  position? 

Ms.  Hardy.    We  have  never  proposed  eliminating  or 
weakening  the  Head  Start  Performance  Standards.  These 
regulations  have  played  an  Important  role  in  defining  and 
promoting  the  high  standards  of  comprehensiveness  and  program 
quality  which  have  contributed  to  Head  Start's  success.  In 
recognition  of  this,  the  Congress  has  established  a  statutory 
requirement  that  the  comprehensiveness  of  these  standards  be 
maintained.     I  believe  Head  Start  project  directors  would 
strongly  agree  that  these  standards  should  not  be  weakened  or 
eliminated.     Performance  Standards  will  be  reviewed,  along  with 
all  other  regulations,  for  the  purposes  of  simplifying  and 
clarifying  them,  and  reducing  unnecessary  details  or 
restrictions. 

Mr.  Stokes.    What  impact  would  eliminating  these 
standards  have  on  the  quality  of  the  program.     Isn't  it  logical 
to  assume  that  the  very  existence  of  Performance  Standards  have 
helped  to  ensure  the  success  of  Head  Start? 

Ms.  Hardy.     Performance  Standards  have  helped  and 
continue  to  help  ensure  the  success  of  Head  Start.  Eliminating 
these  standards  would  have  a  harmful  impact  on  the  quality  of 
the  program. 
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AGING  PROGRAMS 

Mr.  Stokes.     Your  budget  states  that  a  "range  of  program  strate- 
gies has  been  developed  to  offset  the  effects  of  inflation  and  the 
proposed  reduction  in  funds".     Please  give  us  some  examples  of  these 
strategies. 

Ms.  Hardy.     In  order  to  maintain  service  levels  to  the  extent 
possible,  AoA  is  pursuing  two  objectives  aimed  at  strengthening  the 
financial  management  and  effective  and  efficient  use  of  Title  III 
programs.     The  first  objective  is  to  increase  the  level  of  contribu- 
tions for  services.     In  FY  1981,  program  income  expenditures  report- 
ed by  the  states  totalled  an  amount  equal  to  13.3  percent  of  federal 
funds  allotted  to  the  states  for  supportive  and  nutrition  services 
or  $79  million.     The  aim  is  to  increase  this  amount  to  $120  million 
in  FY  1983. 

The  second  objective  will  be  to  take  steps  to  improve  the  pro- 
gram and  financial  management  of  state  and  area  agencies,  including 
actions  in  response  to  GAO  and  Inspector  General  recommendations. 
As  part  of  its  regular  assessment  of  State  Agencies,  AoA  will  focus 
on  those  financial  and  management  concerns  which  are  impeding  the 
program  from  operating  at  maximum  efficiency.     AoA  will  also  provide 
special  technical  assistance  aimed  at  improving  State  Agency  finan- 
cial management,  Including  the  development  of  model  performance- 
based  payment  techniques  for  use  by  Area  Agencies  in  managing  Title 
III  funds  awarded  to  local  service  providers. 

The  Administration  on  Aging  also  plans  to  set  aside  only  $1.5 
million  for  evaluation  purposes  from  the  Congregate  Nutrition  Serv- 
ices account.     Currently,  the  Administration  on  Aging  sets  aside  1 
percent  of  each  of  the  three  services  accounts  (Supportive  Services 
and  Senior  Centers,   Congregate  Nutrition  Services  and  Home-Delivered 
Nutrition  Services)  for  such  programs.     This  limitation  in  the 
amount  of  funds  set-aside  for  evaluation  will  permit  an  increase  in 
the  amount  of  funds  that  would  be  allotted  to  the  States  for  serv- 
ices. , 

Mr.  Stokes.     What  is  the  average  income  of  a  senior  citizen  who 
participates  in  the  Older  Americans  Act  Programs? 

Ms.  Hardy.    We  do  not  have  information  on  the  average  income  of 
the  participants  under  the  Older  Americans  Act  Programs.    We  have 
information  on  the  numbers  and  proportion  of  persons  receiving  serv- 
ices who  are  persons  with  the  "greatest  economic  need".  "Greatest 
economic  need"  means  the  need  resulting  from  an  income  level  at  or 
below  the  proverty  threshold  established  by  the  Bureau  of  the  Cen- 
sus. 
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Mr.  Stokes.     What  proportion  of  low-income  senior  citizens  do 
you  serve? 

Ms.  Hardy.     Data  reported  by  the  states  for  FY  1981  indicate 
that  the  proportion  of  persons  with  the  greatest  economic  receiving 
services  were  as  follows: 

Supportive  Services  and  Senior  Centers  51% 
Congregate  Nutrition  Services  60% 
Home-delivered  Nutrition  Services  66% 

Mr.  Stokes.     Last  year,  the  Committee  included  report  language 
urging  the  Administration  on  Aging  to  continue  funding  under  Train- 
ing, Research  and  Discretionary  Projects  for  four  national  minority 
aging  organizations.     Please  provide  for  the  record  the  amounts  al- 
located to  these  organizations  in  FY  1981,  FY  1982  and  FY  1983. 

Ms.  Hardy.     The  amounts  obligated  to  the  four  minority  aging  or- 
ganizations as  part  of  national  aging  organizations  effort  are  as 
follows:     FY  1981,  $  1,584,184;  and  FY  1982,  $843,343.     Of  the 
$1,584,184  obligated  in  FY  1981,  $235,503  was  awarded  late  in  the 
fiscal  year.     These  funds  were  to  be  used  to  support  activities  con- 
ducted in  FY  1982.     Thus,  in  FY  1981,  the  projects  operated  at  a 
level  of  $1,348,681  ($1,584,184  less  $235,503).     In  FY  1982  the 
projects  are  operating  at  a  level  of  $1,078,846  ($843,343  plus 
$235,503).     The  language  included  in  the  report  urged  the  Commis- 
sioner on  Aging  to  maintain  funding  levels  for  these  organizations 
to  the  extent  possible.    With  a  45  percent  reduction  in  funds  avail- 
able for  the  Title  IV  program,  we  have  reduced  funding  for  the  na- 
tional minority  organizations  by  only  20%.     We  feel  confident  that 
we  have  complied  with  the  wishes  of  the  committee.     The  amounts  to 
be  granted  to  these  organization  in  FY  1983  have  not  been  deter- 
mined. 


285 


DEVELOPMENTAL  DISABILITIES 


Mr.  Stokes.     How  many  persons  in  the  United  States  have 
Developmental  Disabilities? 

Ms.  Hardy.     There  are  approximately  3.9  million 
developmentally  disabled  persons  in  the  United  States. 

Mr.  Stokes.     What  proportion  are  being  served  under  the 
Developmental  Disabilities  Act? 

Ms.  Hardy.     All  developmentally  disabled  persons  have 
benefitted  from  the  planning  and  coordination  activities  funded 
through  the  Basic  Grant  Program.     Approximately  funded  200,000 
persons  receive  direct  services  through  this  program  annually. 
While  we  have  no  exact  figures,  we  know  that  a  significant 
number  of  persons  receiving  direct  services  through  State  and 
locally  funded  service  projects  which  exist  only  because 
demonstration  projects  for  these  types  of  services  were  funded 
through  the  Basic  State  Grant  Program.     In  addition, 
approximately  28,000  developmentally  disabled  persons  received 
direct  services  annually  through  the  Protection  and  Advocacy 
Program  and  another  70,000  through  the  University  Affiliated 
Facilities  Program. 

Mr.  Stokes.     I  see  that  you  plan  to  reduce  funding  for 
State  Grants  under  the  Developmental  Disabilities  Program  by 
nearly  50%.  Why? 

Ms.  Hardy.     Consistent  with  the  Administration's  policy 
to  reduce  Federal  spending,  reductions  are  proposed, 
particularly  In  areas  where  program  emphasis  is  not  on 
providing  direct  services.    While  the  Developmental 
Disabilities  program  does  provide  gap-filling  services,  its 
emphasis  is  on  planning  and  coordinations. 
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Mr.  Stokes.     How  much  do  the  University  Affiliated 
Facilities  (UAFs)  receive  under  the  Developmental 
Disabilities  Act? 

Ms  Hardy.     The  current  fiscal  year  1982  budget  for 
the  University  Affiliated  Facility  (UAF)  Program  is  the 
full  $7, 200, 000,  after  the  four  percent  reduction 
included  in  the  Continuing  Resolution  through  March  31, 
1982.     Final  decisions  on  the  funding  level  of  the  UAF 
Program  will  be  determined  by  Congressional  action  which 
would  carry  the  program  beyond  March  through  the 
remainder  of  FY  82. 

Mr.  Stokes.     To  what  extent  do  the  UAFs  provide 
services  as  opposed  to  research  and  training  activities? 

Ms.  Hardy.     It  is  not  the  intent  of  the  University 
Affiliated  Facility  (UAF)  program,  as  legislatively 
defined,  to  provide  services  on  a  continuing  basis. 
Rather,  the  charge  to  the  UAFs  is  to  develop  exemplary 
services  as  models  which  then  can  be  disseminated  and 
adopted  by  other  service  agencies  within  the  community. 
The  primary  responsibility  for  the  ongoing  provision  of 
services  rests  with  State  and  local  governments,  private 
health  and  social  service  agencies,  and  voluntary 
organizations.     It  is  this  Administration's  belief  that 
these  groups  will  not  abdicate  their  responsibility  to 
provide  these  services. 

The  Developmental  Disabilities  Assistance  and  Bill  of 
Rights  Act  defines  a  UAF  as  having  three  major  functions: 

1.  Interdisciplinary  training  for  personnel  who 
provide  services  to  individuals  with 
developmental  disabilities; 

2.  Demonstration  of  exemplary  services;  and, 

3.  Dissemination  of  findings  and  information. 

This  definition  does  not  include  research  or  services  in 
the  traditional  sense  of  the  words.     Therefore,  it  is 
difficult  to  give  a  breakdown  of  the  relative 
distribution  of  these  activities  in  different  categories. 
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Mr.  Stokes.    Why  are  you  proposing  to  terminate  a 
line-item  appropriation  for  UAF's? 

Ms.  Hardy.    We  propose  to  continue  the  most  productive 
university  affiliated  facilities  (USFs)  under  the  Human 
Resources  Research  and  Demonstration  appropriation.  The 
placement  of  these  funds  in  this  appropriation  category  would 
allow  greater  flexibility  in  the  use  of  these  funds  and  provide 
the  leverage  to  utilize  a  wider  range  of  discretionary 
resources  than  possible  with  a  specifically  marked  line  item. 
It  will  also  increase  our  ability  to  target  funds  to  a  broader 
spectrum  of  the  developmentally  disabled  population.     This  will 
enable  States  and  localities  to  concentrate  on  individuals  of 
all  ages,  regardless  of  the  multiplicity  or  severity  of  their 
handicaps. 

Mr.  Stokes.     Given  the  service  delivery  aspect  of  the 
UAFs,  is  it  appropriate  to  fund  them  under  the  Human 
Services  Research  and  Demonstration  Program? 

Ms.  Hardy.     As  mentioned  in  our  previous  answer,  the 
UAFs  are  to  demonstrate  the  delivery  of  exemplary 
services  rather  than  simply  deliver  services.  Therefore, 
their  inclusion  in  the  Human  Resources  Research  and 
Demonstration  Program  is  appropriate. 

Mr.  Stokes.     You  are  proposing  to  reduce  funding  for 
the  Human  Services  Research  and  Demonstration  program  by 
$2.8  million  in  FY  1983.     How  can  funding  for  the  UAFs  be 
maintained  under  this  reduced  appropriation  level? 

Ms.  Hardy.    We  propose  to  continue  the  most 
productive  University  Affiliated  Facilities  (UAFs)  under 
the  Human  Resources  Research  and  Demonstration 
appropriation  for  FY  83.    However,  the  long  range  funding 
plans  for  the  UAFs,  that  is  beyond  FY  82,  will  be  based 
on  policy  discussions  this  year  which  will  result  in  the 
development  of  a  long  range  funding  plan  for  the  UAF 
program. 

The  primary  focus  for  the  plan  will  be  an  Ad  Hoc  Task 
Force  to  include  representatives  from  the  major  Federal 
funding  agencies,  such  as  the  Office  of  Maternal  and 
Child  Health  (MCH) ,  the  National  Institute  of  Child 
Health  and  Human  Development  (NICHD)  and  the 
Administration  on  Developmental  Disabilities  (ADD)  in  the 
Department  of  Health  and  Human  Services  and  the  Office  of 
Special  Education  and  Rehabilitative  Services  (OSERS)  in 
the  Department  of  Education,  as  well  as  representatives 
of  the  American  Association  of  University  Affiliated 
Programs  (AAUAP)  and  other  experts  in  the  field. 
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HEAD  START  FUNDING  AND  STAFFING 


Mr.  Early.     A  $300,000  increase  is  being  proposed  for 
the  Head  Start  program.     How  will  this  increase  be  used? 
Increase  salaries?    Provide  additional  classrooms?    What  is  the 
average  student/teacher  ratio  for  FY'81,  82  and  83? 

Ms.  Hardy.     The  increase  of  $300,000  will  return  the 
Head  Start  budget  to  $912  million,  the  original  1982  Continuing 
Resolution  level.     The  $300,000  reduction  was  a  result  of  the 
reductions  in  the  1982  consultation  activities  within  the 
Department  of  Health  and  Human  Services.    When  combined  with 
funds  being  redirected  from  discretionary  research, 
demonstration  and  evaluation  activities,  the  increase  will 
enable  Indian  and  Migrant  Head  Start  programs  to  receive  a 
legislatively  mandated  cost-of-living  adjustment. 

In  FY  1981,  at  the  end  of  the  1980-1981  school  year,  the 
ratio  of  Head  Start  children  to  paid  classroom  staff  was 
7.9:1.     Classroom  staff  typically  includes  a  paid  teacher  and  a 
paid  aide,   (both  of  which  are  reflected  in  the     7.9:1  ratio  ) 
plus  a  volunteer  worker  in  which  are  reflected  in  a  class. 

In  FY  1982  we  expect  the  child /teacher  ratio  and  average 
class  size  will  be  lowered  somewhat  due  to  using  a  portion  of 
the  FY  1982  funding  increase  to  add  teaching  staff  and 
classrooms  to  correct  serious  instances  of  overcrowding.  The 
child /teacher  ratio  may  fall  to  7.8  or  7.7  to  1.     The  FY  1982 
level  should  be  maintained  in  FY  1983. 

Mr.  Early.    What  formula  was  used  to  determine  basic 
State  allocations  for  Head  Start  funds? 

Ms.  Hardy.     The  current  statutory  formula  for  allotments 
of  Head  Start  funds  among  the  States  requires  that  87%  of  each 
year  appropriation  be  distributed  so  that  each  State  receives 
an  amount  equal  to  the  amount  received  in  FY  1981  and  that,  of 
any  balance  of  funds,  33  1/3  percent  be  distributed  in 
proportion  to  the  number  of  AFDC  recipients,  age  0-18,  in  each 
State  and  66  2/3  be  distributed  in  proportion  to  each  State's 
population  of  children,  age  0-5,  living  with  families  with 
income  below  the  poverty  line. 

Mr.  Early.     How  much  are  you  currently  spending  for  Head 
Start?    How  does  this  compare  to  the  FY' 83  and  81  spending 
levels? 

Ms.  Hardy.     The  continuing  resolution  level  for  Head 
Start  in  FY  1982  is  $911.7  million.     In  FY  1981,  Head  Start 
funding  was  $818.7  million.     In  FY  1983,  we  are  requesting  $912 
million  for  Head  Start. 
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HEAD  START  DEMONSTRATION  AND  TECHOLOGY  PROJECTS 

Mr.  Early.    Would  you  highlight  the  Head  Start 
demonstration  and  technology  projects  currently  underway? 
Planned  for  FY' 83? 

Ms.  Hardy.     The  Head  Start  demonstration  and  technology 
transfer  projects  currently  underway  or  about  to  be  funded  with 
fiscal  1982  funds  include: 

o    Work  Measurement  Studies  of  Services  Providers,  and 
HDS  discretionary  funds  project  in  which  Head  Start 
is  participating  in  an  effort  to  improve  the  quality 
of  services  and  increase  worker  productivity; 

o     Improving  Private -Public  Linkages  and  Services 
Delivery,  a  project  aimed,  among  other  things,  at 
improving  Head  Start  linkages  with  other  programs 
and  improving  cost  effectiveness; 

o    Addressing  Technical  Assistance  Needs,  an  HDS 

wide  project  to  identify  and  present  new  approaches 
to  problems  of  management,  administration,  and 
budgeting; 

o    Assisting  State/Local  Governments  in  Sharing 

Information  Through  Telecommunications  and  Other 
Mechanisms,  an  HDS  wide  project  in  which  Head 
Start  is  participating; 

o    Head  Start  Linkages,  a  project  intended  to 

identify,  develop  and  test  exemplary  models  of 
linkages  between  Head  Start  and  health  delivery 
systems,  other  child  care  programs  and  school 
systems,  and  government  and  priviate  social 
services  systems; 

o    Child  Care  systems  review,  focusing  on  identifying 
sound  models  and  searching  out  alternatives  and 
operational  innovative  approaches,  another  HDS  wide 
project  in  which  Head  Start  is  participating; 

o    The  Children  and  Family  Development  Demonstrations 
Program,  a  major  effort  to  identify,  refine  and  test 
approaches  to  community  based,  family  focused  child 
development  projects  that  lend  themselves  to  ongoing 
local  support.     This  effort  will  transfer  effective 
approaches  to  the  broader  Head  Start  and  child  care 
community;  and 

o    Development  and  Implementation  of  a  System  for  Control 
and  Use  of  Head  Start  cost  Data,  a  project  to  sample 
Head  Start  programs  for  cost  data  to  analyze  current 
experience,  and  to  adopt  existing  cost  analysis 
techniques  to  use  in  local  Head  Start  programs. 

In  FY  1983,  most  of  these  projects  will  be  continued,  as 
results  of  the  FY  1982  efforts  warrant. 
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CHILD  WELFARE  RESOURCE  INFORMATION  EXCHANGE 

Mr.  Early.     Would  you  highlight  the  accomplishments  of  the 
Child  Welfare  Resource  Information  Exchange? 

Ms.  Hardy.     Funded  by  the  Children's  Bureau  from  1976  to  1979, 
the  Child  Welfare  Resource  Information  Exchange  was  charged  with 
accelerating  the  use  of  innovative  programs  and  technologies  by 
identifying  those  which  could  be  transferred  and  adapted  to  other 
settings  and  making  them  known  to  public  and  private  agencies. 

With  the  help  of  40.0  volunteer  professionals,  over 
1,70.0  of  the  best  and  newest  technological  and  program  developments 
in  the  child  welfare  field  were  reviewed.     The  new  technologies  were 
systematically  shared  with  8,000  readers  of  a  bi-monthly  bulletin 
and  with.  1,30.0  users  of  a  monthly  abstract  service.     Through  the 
review  process,  the  Exchange  was  able  to  identify  those  areas 
requiring  further  development  and  to  begin  the  process  of  filling 
the  gap.    For  example,  information  for  child  welfare  workers, 
parents  and  foster  parents  was  prepared  and  distributed  regarding 
"Suicide  Among  Children  and  Youth;"  and  the  development  and  use  of 
a  Guide  to  Documenting  A  Local  Program  increased  the  number  of  use- 
able documented  program  approaches  available  to  the  child  welfare 
field. 

Workshops,  forums  and  conferences  convened  by  the 
Exchange  were  attended  by  1,400  practitioners  who  met  directly  with 
the  developers  of  new  programs  as  a  means  of  facilitating  the  trans-^ 
fer  of  existing  resources  among  agencies.     The  Exchange  worked  with 
numerous  agencies,  public  and  private,  in  assisting  them  to  transfer 
new  technologies  into  their  system  through  the  provision  of  over  800 
days  of  on— site  assistance. 

One  of  the  innovative  programs  identified  was  "A 
Family  Crisis  Intervention  Model  for  Status  Offenders  in 
Sacramento,  California.     This  program  was  transferred  to  and  imple- 
mented by  eight  agencies:     the  Providence  Educational  Center  of 
St.  Louis,  Missouri;  the  Heart  of  America  Human  Service  Center, 
Rugby,  North  Dakota;  the  Texas  Department  of  Human  Resources;  the 
New  Mexico  Governor's  Council  of  Criminal  Justice;  the  Washington 
Department  of  Social  and  Health  Services;  the  Francis  O'Brien 
Center  for  Youth  Development,  Ann  Axbor,  Michigan;  the  Franklin 
County  Ohio  Children's  Services;  and,  the  Ross  County  Ohio 
Children's  Services  Board. 

PROPOSED  FUNDING  CUTS 

Mr.  Early.     Would  you  analyze  the  $5,714,000  decrease  proposed 
for  the  Administration  on  Children,  Youth,  and  Families.    What  are 
the  implications  of  this  reduction? 

Ms.  Hardy.     The  proposed  $5,714,000  decrease  for  ACYF  repre- 
sents;    a  $300,000  increase  for  Head  Start,  a  $2,100,000  decrease 
for  Child  Abuse  and  Neglect  State  grants,  and  a  $3,914,000  decrease 
for  the  Runaway  and  Homeless  Youth  program. 

The  $300,000  increase  for  Head  Start  is  a  technical 
adjustment  to  the  FY  1982  appropriations.     ACYF  intends  to  maintain 
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the  level  of  Head  Start  services  currently  provided  in  FY 
1983.    We  are  engaged  in  several  activities  which  will  increase 
the  cost  effectiveness  of  Head  Start  programs.     Furthermore,  we 
are  encouraging  all  Head  Start  programs  to  seek  increased  use 
of  other  resources  in  their  communities,  as  well  as  encouraging 
an  increase  use  of  volunteers  in  Head  Start  programs.  These 
activities  will  assure  a  continuation  of  quality  Head  Start 
services  in  FY  1983  without  reducing  the  number  of  children  we 
serve . 

The  $3, 914, 000  decrease  in  the  Runaway  and  Homeless 
Youth  program  is  consistent  with  the  President's  budget  policy 
to  reduce  Federal  spending.     Federally-funded  runaway  youth 
centers  are  but  one  of  many  services  available  to  needy  youth, 
and  alternative  services  are  available.     The  proposed  reduction 
will  not  impact  on  the  continued  ACYF  support  of  National  Toll 
Free  Communication  System. 

Mr.  Early.    What  are  the  implications  of  the  $2,100,000 
proposed  cut  for  the  Child  Abuse  Program? 

Ms.  Hardy.    We  do  not  believe  that  these  reductions  will 
seriously  impact  upon  the  capacities  of  states  overall  to 
provide  those  services.     These  state  grants  constitute  a  small 
percentage  of  the  total  funds  States  apply  to  Child  Abuse 
activities. 

CHILD  WELFARE  BLOCK  GRANT 

Mr.  Early.     The  justification  notes  that  legislation 
proposing  establishment  of  a  Child  Welfare  Block  Grant  is 
currently  under  development.    Would  you  elaborate  on  this? 

Ms.  Hardy.     The  Draft  bill  has  been  sent  by  the 
Department  to  0MB  and  is  under  review  there. 
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REDUCTION  IN  HUMAN  SERVICES  BLOCK  GRANT 

Mr.  Early.    Would  you  analyze  the  $425,874,000  reduction 
proposed  for  the  Human  Services  Block  Grant,  and  highlight  the 
impact  on  each  program  area  served? 

Ms.  Hardye     The  Department  is  working  with  the  American 
Public  Welfare  Association  and  States  to  establish  a  voluntary 
system  for  reporting  workload  data.    We  anticipate  being  able 
to  make  some  analysis  on  the  affects  of  funding  reductions 
based  on  these  reports,  although  not  to  the  degree  that  will 
be  feasible  once  the  voluntary  reporting  system  is  in  place. 
Until  we  can  get  a  system  established  there  will  be  limited 
comparable  program  area  workload  data  available  from  the 
pre-expenditure  report,  the  post  expenditure  report  and  the 
audit  report.    The  post-expenditure  report  and  the  audit  report 
will  be  submitted  by  the  State  not  less  often  than  every  two 
years. 
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DECREASE  IN  FUNDS  REQUESTED 

Mr.  Early.  A  $77,505,000  decrease  is  being  proposed  for  the  Ad- 
ministration on  Aging.     Would  you  analyze  this  decrease? 


Ms.  Hardy.     The  request  of  $652,158,000  for  programs 
managed  by  the  Administration  on  Aging  represents  a  decrease  of 
$77,505,000  from  the  current  estimate  for  FY  1982.  Reductions 
have  been  made  across  the  board  in  all  of  the  aging  budget 
activities.     Funds  for  the  Title  III  programs  have  been  reduced 
as  follows:     State  and  Area  Agency  Activities,  $1,745,000; 
Supportive  Services  and  Senior  Centers,  $24,670,000;  Congregate 
Nutrition  Services,  $28,616,000;  Home -delivered  Nutrition 
Services,  $9,208,000;  and  the  Commodities  or  Cash  in  Lieu  of 
Program  by  $9,178,000.     Title  VT,  Grants  to  Indian  Tribes  has 
been  reduced  by  $483,000.     Title  IV,  Training,  Research  and 
Discretionary  Projects  and  Programs  has  been  reduced  by 
$1,868,000. 

Further,  in  keeping  with  the  Older  Americans  Act  Amendments  of 
1981,  no  funds  are  requested  for  the  National  Clearinghouse  on  Ag- 
ing.    The  amendments  repealed  Section  206  of  the  Act  as  amended 
through  1978  which  provided  authorization  for  the  Clearinghouse. 

The  request  for  the  Federal  Council  on  Aging  which  also  appears 
in  this  account  has  been  reduced  by  $16,000. 

Mr.  Early.     What  impact  will  this  reduction  have  on  nutrition 
services? 


Ms.  Hardy.     The  funds  appropriated  in  FY  1982  would 
support  677,163  meals  per  day.     The  funds  requested  in  FY  1983 
for  Nutrition  Services  would  support  607,845  meals  per  day,  a 
reduction  of  69,318  meals  per  day.    We  anticipate  that 
increases  in  participant  contributions,  private  sector  support 
and  State  and  local  resources  will  result  In  a  lesser  reduction 
of  meals. 

Mr.  Early.     How  many  meals  are  you  currently  providing  daily 
and  annually? 

Ms.  Hardy.     We  estimate  that  funds  appropriated  in  FY  1982  will 
support  677,163  meals  per  day.     On  an  annual  basis,  these  funds 
would  support  178,771,000,  meals. 

Mr.  Early.     How  does  this  compare  to  the  FY  1983  and  FY  1981 
levels? 

Ms.  Hardy.    Meals  supported  by  funds  appropriated  in  fiscal 
years  1981  through  1983  are  estimated  as  follows: 
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FY  1981 
FY  1982 
FY  1983 


185,353,000 
178,771,000 
160,471,000 


Annual 


Per  Day 
702,094 
677,163 
607,845 


DEVELOPMENTAL  DISABILITIES 


Mr.  Early.    Why  are  you  proposing  a  $17,156,000  decrease 
for  the  Administration  on  Developmental  Disabilities?  What 
impact  will  this  have  on  program  participants? 

Ms.  Hardy.     This  request  is  consistent  with  the 
Administration's  plan  to  reduce  Federal  expenditures.  The 
Administration  plans  to  assist  State  and  local  governments  in 
supplanting  resources  reduced  by  the  Federal  government  through 
savings  in  the  administrative  costs  of  the  programs  mentioned. 
Supplementing  this  will  be  a  change  in  the  means  by  which 
services  are  provided.     Following  the  lead  of  the  demonstration 
projects  which  the  Office  of  Human  Development  Services  is 
funding  this  year,  the  Administraton  expects  there  to  be  a 
substantial  increase  in  service  funded  by  private  organizations 
and  provided  by  programs  utilizing  volunteers.     Among  the  foci 
of  these  new  efforts  are  improved  methods  of  delivering 
services,  including  the  increased  use  of  volunteers  to  provide 
respite  care  to  families,  which  will  enable  handicapped  and 
elderly  persons  to  continue  living  with  their  families. 


Mr.  Early.    Under  the  Services  to  Selected  Groups,  the 
justification  indicates  a  $476,000  increase  for  salaries  of 
other-than-permanent  positions  due  to  the  RIF,  please  explain. 

Ms.  Hardy.    As  a  result  of  the  RIF,  some  persons  who 
were  full -time -permanent  employees  were  placed  in  vacant 
positions  that  are  "other-than-permanent"  positions.  The 
average  salary  of  full-time  permanent  positions  is  higher  than 
other  than -permanent  positions,  so  as  persons  move  from  the  one 
category  to  the  other,  and  retain  their  salaries  for  two  years 
according  to  the  law,  the  average  salary  for  other-than-perma- 
ment  employees  increases. 


SALARIES  AND  EXPENSES 
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;-.  WIN/CWEP 

Mr.  Early.     The  justification  mentions  that  the  Administration 
is  proposing  to  replace  the  WIN  program  with  a  mandatory  State 
Community  Work  Experience  Program  (CWEP) . 

Would  you  elaborate  on  this? 

Ms.  Hardy.     Under  the  Administration  proposals,  States  have 
the  option  of  continuing  WIN-type  functions,  activities  and 
services  under  other  authorizing  legislation  and  alternative 
funding  sources.     Chief  among  these  is  the  Community  Work 
Experience  Program  (CWEP),  which  the  Administration  is  proposing 
be  made  mandatory  for  all  States,  and  which  would  be  funded  under 
Title  IV-A  of  the  Social  Security  Act.     Other  potential  sources 
of  funding  are  the  Social  Services  block  grant,  the  new  proposed 
employment  and  training  block  grant,  the  community  service 
block  grant,  and  rehabilitation  services  funds.    This  approach 
is  consistent  with  the  Administration's  overall  New  Federalism 
policy,  by  which  States  are  given  greater  autonomy  and  responsibili- 
ty for  social  programs. 

Mr.  Early.     How  does  CWEP  differ  from  WIN? 

Ms.  Hardy.     CWEP  basically  provides  for  mandatory  registration, 
"workfare"  job  slots  in  public  and  non-profit  organizations, 
and  adjudication,  while  WIN  provides  similar  functions  plus 
employment  and  training  services  and  social  support  services. 
However,  under  the  Administration  proposals,  States  may  also  supply 
such  WIN-type  services  under  the  Social  Services  block  grant  and 
the  proposed  employment  and  training  block  grant. 

Mr.  Early.     How  much  money  is  being  proposed  for  this  program? 
How  does  this  amount  compare  to  the  fiscal  1982,  1981  and  1980 
WIN  levels? 

Ms.  Hardy.     There  is  no  separate  budget  line  item  or  appropria- 
tion proposed  for  CWEP.     States  will  operate  CWEP  with  Title  IV-A 
(Social  Security  Act)  funds,  which  require  a  50  percent  State 
match. 

The  WIN  appropriation  in  fiscal  1981  and  1980  was 
$365.0  million;  in  fiscal  1982,  under  the  latest  continuing 
resolution,  the  level  is  $245.8  million. 

WIN  PHASEOUT 

Mr.  Early.    According  to  the  justification,  phase  out  of  the 
WIN  program  will  begin  in  fiscal  1982  and  will  be  completed  in 
fiscal  1983.    What  is  the  status  of  the  phaseout?      When  will 
you  phase- in  CWEP?    Have  you  started  to  phase-in  CWEP?     If  not... 
why  not?    How  are  you  proposing  to  take  up  the  slack  during  the 
WIN  phase  out? 
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Ms.  Hardy.     States  are  being  instructed  to  reserve 
sufficient  fiscal  1982  funds  to  cover  close  out  cost  in  fiscal 
1983,  but  to  continue  WIN  operations  through  the  end  of  fiscal 
1982.     States  are  already  phasing  down  the  level  of  WIN 
activity  to  a  level  which  the  available  funds  will  permit  for 
the  rest  of  this  fiscal  year.     CWEP  is  currently  optional  for 
States:  3  States  have  begun  regular  CWEP  operations,  5  States 
have  been  approved  for  a  special  CWEP  demonstration  program, 
and  a  number  of  other  are  considering  CWEP  implementations. 
States  cannot  be  required  to  adopt  CWEP  until  the  proposed 
changes  to  Social  Security  Act  are  enacted. 
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AGRICULTURE  PROGRAMS 

Mr.  Early.     The  justification  mentions  that  a  mechanism 
will  be  developed  to  enable  those  States  wishing  to  receive 
part  or  all  of  their  entitlements  in  the  form  of  commodities  to 
do  so.    Would  you  elaborate  on  this? 

Ms.  Hardy.     At  this  time,  we  are  working  with  the 
Agriculture  Department  to  determine  the  best  way  to  facilitate 
such  a  provision. 
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CHILD  WELFARE  BLOCK  GRANT 

Mr.  Conte.     Under  your  budget  as  proposed  for  the  Child 
Welfare  Block  Grant,  what  percentage  of  their  FY  1982  share 
would  a  State  expect  to  receive  for  these  services  in  FY  1983? 

Ms.  Hardy.  States  would  receive  about  82  percent  of 
their  FY  1982  share  in  FY  1983. 

Mr.  Conte.  Under  the  Block  Grant,  would  the  Federal 
regulatory  burdens  be  significantly  less  —  enough  to  allow 
continuation  of  all  FY  1982  services  at  the  lower  '83  rate? 

Ms.  Hardy.     There  would  be  a  significant  reduction  in 
States'  regulatory  burdens.     The  mix  of  services  provided  would 
be  determined  by  each  State.    We  estimate  that  approximately 
the  same  number  of  clients  would  be  served. 

Mr.  Conte.    When  will  the  legislation  be  transmitted  and 
what  safeguards  will  be  built  in  for  protection  of  children  in 
foster  care? 

Ms.  Hardy.     A  draft  of  the  proposed  bill  has  been  sent 
to  OMB.    We  expect  it  to  be  sent  to  Congress  by  the  end  of 
March. 


REDUCTION-IN-FORCE 


Mr.  Conte.     To  what  extent  has  your  agency  had  to 
furlough  personnel  or  enforce  "reductions -in-f orce" ? 

Ms.  Hardy.     The  Office  of  Human  Development  Services  has 
not  used  a  furlough  but  did  have  a  reduction -in-f  orce  as  of 
January  23,  1982.     During  that  reduction-in-f orce  44  persons 
were  actually  seperated  from  Federal  service. 

Mr.  Conte.     Are  there  other  areas  in  which  you  could 
achieve  savings  that  would  not  necessitate  laying  off  of 
personnel? 

Ms.  Hardy.     In  order  to  minimize  the  number  of  persons 
affected  by  a  reduction-in-f orce,  the  Office  of  Human 
Development  services  did  redirect  non-personnel  salaries  and 
expenses  funds  to  help  cover  the  costs  of  personnel. 

Mr.  Conte.     How  much  does  your  budget  include  for 
"consultant  services"? 

Ms.  Hardy.     The  Fy  1983  budget  request  includes  $8 
million  for  consultant  services.     This  is  just  slightly  less 
than  the  FY  1982  level. 
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WIN/CWEP 

Mr.  Conte.  Your  budget  calls  for  the  complete  phase  out  of  the 
WIN  program.     What  do  you  propose  will  replace  it? 

Ms.  Hardy.     The  Administration  is  proposing  to  make  the 
Community  Work  Experience  Program  (CWEP)  mandatory  for  all  States. 
CWEP  was  enacted  last  year  as  an  optional  program  under  the 
Omnibus  Budget  Reconciliation  Act  of  1981.     Also,  the  Administration 
is  proposing  that  WIN  activities  be  authorized     for  funding  under 
the  Social  Services  block  grant.     In  addition,  a  new  employment  and 
training  block  grant  is  being  proposed,  under  which  employment  and 
training  services  can  be  provided  to  welfare  recipients.  The 
combination  of  these  three  proposals  will  give  States  the  tools 
with  which  to  continue  services  to  employable  AFDC  applicants  and 
recipients . 

WIN  SAVINGS 

Mr.  Conte.     Am  I  correct  when  I  point  out  that  in  fiscal  1981, 
the  WIN  program  cost  $365.0  million  and  saved  more  than 
$760.0  million  in  welfare  grants? 

Ms.  Hardy.     In  fiscal  1981,  more  than  310,000  WIN  registrants 
entered  unsubsidized  employment  resulting  in  estimated  annualized 
welfare  grant  reductions  of  $760.0  million.     However,   it  can  not 
be  precisely  determined  to  what  extent  this  employment  was 
directly  attributable  to  WIN. 

Mr.  Conte.     Why  would  we  want  to  eliminate  a  program  that 
saves  $2  for  every  $1  invested? 

Ms.  Hardy.     Under  the  Administration  proposals,  States  will 
have  the  options  of  continuing  WIN-type  functions,  activities  and 
services  under  other  authorizing  legislation  and  alternative 
funding  sources,   including  CWEP,  the  Social  Services  block  grant, 
and  the  new  proposed  employment  and  training  block  grant. 

This  approach  is  consistent  with  the  Administration's  overall 
New  Federalism  policy,  by  which  States  are  given  greater  autonomy 
and  responsibility  for  social  programs. 

JOB  PLACEMENTS 

Mr.   Conte.     How  many  AFDC  recipients  did  the  WIN  program  help 
place  in  full  or  part  time  unsubsidized  employment  in  fiscal  1981 
and  1982? 

Ms.  Hardy.     In  fiscal  1981,  over  310,000  WIN  registrants 
entered  unsubsidized  employment  expected  to  last  more  than  30  days. 

In  fiscal  1982,  due  to  the  one-third  funding  reduction  under 
the  latest  continuing  resolution,  we  expect  this  number  to  drop 
to  about  200,000. 


300 


WIN  DEMONSTRATION  PROGRAM 

Mr.  Conte.    How  many  States  are  slated  to  begin  "WIN  Demonstra- 
tion" projects  in  fiscal  1982?    And  will  they  all  be  terminated  at 
the  end  of  the  year  under  this  proposed  budget? 

Ms.  Hardy.     Initially,  within  the  legally  specified  period,  26 
States  submitted  applications  to  operate  a  WIN  Demonstration  Program. 
Subsequently,  6  States  have  withdrawn  and  the  20  States 
remaining  are: 


Arizona 

New  Jersey 

At*  If  a  ncfl  c 

Oklahoma 

Delaware 

Oregon 

Florida 

Pennsylvania 

Illinois 

Rhode  Island 

Maine 

South  Dakota 

Maryland 

Texas 

Massachusetts 

Vermont 

Michigan 

Virginia 

Nebraska 

West  Virginia 

The  Win  Demonstration  Program,  like  the  regular  WIN 
program,  currently  is  funded  from  the  WIN  appropriation.  In 
fiscal  1983,  the  Demonstration  Program,  like  regular  WIN,  may 
be  continued  at  State  option,  from  the  Social  Services  block 
grant  and  other  block  grants. 


DEVELOPMENTAL  DISABILITIES 


Mr.  Conte.     Could  you  give  us  a  Functional  Definition  of 
what  now  Qualifies  as  a  "Devlopmental  Disability"?     (I  know 
conditions  like  mental  retardationk  autism,  and  epilepsy  are 
included.     What  Else?) 
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Ms.  Hardy.     The  functional  definition  is  applied  to 
individuals  as  stated  in  the  statute.     There  are  a  number  of 
handicapping  conditions,  such  as  those  cited  above,  which  meet 
the  functional  criteria.     Other  include: 

Spina  Bifida 
Cystic  Fibrosis 
Hemophilia 

Deafness  and  Severe  Hearing  Impairments 

Blindness  and  Severe  Visual  Impairments 

Tuberous  Sclerosis 

Multiple  Sclerosis 

Ostegenesis  Imperfecta 

Spinal  Cord  Injuries 

Juvenile  Arthritis 

Musclar  Dystrophy 

Congenital  Heart  Diseases 

Stroke  (yong  adult) 

Multiple  Amputees 

Chronic  Mental  Illness 

Mr.  Conte.     How  many  people  are  we  talking  about  that 
suffer  from  one  of  these  conditions? 

Ms.  Hardy.     There  are  approximately  3.9  million  people 
suffering  from  one  of  these  conditions. 

Mr.  Conte.     Now  your  budget  calls  for  a  40  percent 
reduction  in  Basic  Grants.     What  is  your  rationale  for 
recommending  such  a  significant  reduction?    Your  budget  request 
will  not  even  provide  the  minimum  funding  required  by  law  for 
the  "Basic  State  Grant  Program". 

Ms.  Hardy.     Consistent  with  the  Administration's  policy 
to  reduce  Federal  spending,  program  reductions  are  proposed, 
particulary  in  areas  where  the  program  exphasis  is  not  on 
providing  direct  services.    While  the  Developmental 
Disabilities  program  does  provide  gap-gilling  services,  its 
emphasis  is  on  planning  and  coordination. 

Mr.  Conte.    Are  you  asking  this  committee  to  change  the 
Authorizing  Legislation  to  allow  you  to  fund  below  the 
minimum  level? 

Ms.  Hardy.     No  change  is  necessary  in  the  authorizing 
legislation  if  Congress  approves  the  requested  change  in  the 
appropriation  language. 
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Mr.  Conte.    Why  are  you  requesting  no  funding  for 
"University  Affiliated  Facilities"? 

Ms.  Hardy.     We  propose  to  continue  the  most  productive 
University  Affiliated  Facilities  under  the  Human  Resources 
Research  and  Demonstration  appropriation.     The  placement  of 
these  funds  in  this  appropriation  category  would  allow  greater 
flexibility  in  the  use  of  these  funds  and  provide  the  leverage 
to  utilize  a  wider  range  of  discretionary  resources  than 
possible  with  a  specifically  marked  line  item.     It  will  also 
increase  our  ability  to  target  funds  on  a  broader  spectrum  of 
the  developmentally  disabled  population.     This  will  enable 
States  and  localities  to  concentrate  on  individuals  of  all 
ages,  regardless  of  the  multiplicity  or  severity  of  their 
handicaps. 

Mr.  Conte.     If  we  go  along  with  your  budget  and  cut  the 
Basic  Grants  Program,  might  it  not  logically  follow  that  we 
will  soon  need  a  lot  more  funding  for  "Protection  and  Advocacy"? 

Ms.  Hardy.     The  Administration  takes  issue  with  the 
premise  that  current  and  proposed  reductions  in  program  funding 
will  necessarily  mean  a  caseload  Increase  for  advocacy 
organizations  such  as  Protection  and  Advocacy  systems.  We 
believe  an  efficient  allocation  of  available  funds  by  State  and 
local  governments  to  those  areas  which  serve  our  most 
vulnerable  client  groups,  combined  with  increased  volunteer  and 
private  sector  involvement  on  behalf  of  these  clients,  will 
maintain  services  at  satisfactory  levels.     There  will  not  be 
additional  impetus  to  turn  to  Protection  and  Advocacy  systems 
for  assistance. 

Furthermore,  the  Administration  proposes  maintaining 
State  Protection  and  Advocacy  systems  at  their  FY' 81  funding 
levels  to  ensure  that  these  vital  State  agencies  continue 
providing  effective  and  comprehensive  assistance  to  those 
developmentally  disabled  persons  most  in  need. 
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DEVELOPMENTAL  DISABILITIES 


Mr.  Livingston.     How  will  this  program,  the  special 
projects  program  and  others  presently  under  the 
Developmental  Disabilities  Programs  be  structured  and 
funded  under  your  Fiscal  Year  1983  budget  proposals? 

Ms.  Hardy.    We  propose  to  continue  the  most 
productive  University  Affiliated  Facilities  and  Special 
Projects  under  the  Human  Resources  Research  and 
Demonstration  appropriation.     The  placement  of  these 
funds  in  this  appropriation  category  would  allow  greater 
flexibility  in  the  use  of  these  funds  and  provide  the 
leverage  to  utilize  a  wider  range  of  discretionary 
resources  than  possible  with  a  specifically  marked  line 
item.     It  will  also  increase  our  ability  to  target  a 
broader  spectrum  of  the  developmentally  disabled 
population.     This  will  enable  States  and  localities  to 
concentrate  on  individuals  of  all  ages,  regardless  of  the 
multiplicity  or  severity  of  their  handicaps. 

Mr.  Livingston.     Did  the  Department  rank,  according 
to  effectiveness,  UAFs  during  previous  fiscal  years  after 
they  had  gone  through  the  competition  process?     If  so, 
supply  these  rankings  for  those  funded  during  the  last 
three  fiscal  years. 

Ms.  Hardy.     The  grants  to  the  University  Affiliated 
Facilities  (UAFs)  in  previous  fiscal  years  have  been 
non-competing  continuations.     Therefore,  there  are  no 
rankings  for  previous  years. 


93-481    0—82   20 
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FAMILY  PLANNING 

Mr.  Porter.    You  are  asking  $1,974,126,000  for  the  Human 
Services  Block  Grant,  the  same  as  the  President's  September  FY 
1982  budget  revision.     But  you  include  Family  Planning  in  the 
Block  Grant.     Is  this  another  proposed  reduction  in  Family 
Planning,  even  beyond  the  September  reductions? 

Ms.  Hardy.  This  is  not  a  proposal  to  reduce  the  funding 
for  family  planning.  This  is  the  same  level  of  funding  that 
the  President  proposed  in  his  September  budget  package. 

Mr.  Porter.     Give  me  the  total  level  of  spending  for  family 
planning  services  in  FY  1982  and  compare  this  with  1981? 

Ms.  Hardy.     I  do  not  have  the  total  dollars  that  was  spent 
on  our  family  planning.     Family  planning  can  be  financed  from 
several  different  sources,  such  as,  Medicaid,  the  Social 
Services  Block  Grant,  and  Family  Planning  under  the  Public 
Health  Service.     Under  title  XX  in  FY  1981  it  is  estimated  that 
a  total  of  $84  million  was  spent  on  family  planning  including 
Federal,  State,  and  local  funds.     As  part  of  its  efforts  to 
reduce  the  regulatory  and  reporting  burden,  Federal  block  grant 
legislation  eliminated  reporting  requirements  under  the  Social 
Services  Block  Grant  that  was  the  source  for  this  information. 
The  requirements  of  Block  Grants  are  the  pre-expenditure 
report,  the  post-expenditure  report  and  the  audit  report.  The 
post  expenditure  report  and  the  audit  report  will  be  submitted 
by  the  State  not  less  often  than  every  two  years.     The  Depart- 
ment is  working  with  the  American  Public  Welfare  Association 
and  State  Representatives  to  establish  a  voluntary  system  of 
reporting  that  would  provide  workload  data. 

Mr.  Porter.    What  is  the  purpose  of  block  granting  Family 
Planning  to  the  States  in  the  budget  when  Congress  rejected  the 
proposal  to  do  that  in  FY  1982? 

Ms.  Hardy.     The  funding  that  I  am  proposing  here  is  for 
the  Social  Services  Block  Grant.     Family  Planning  was  a  service 
under  title  XX  of  the  Social  Security  Act  and  it  has  been 
continued  under  the  Social  Services  Block  Grant  authorized  by 
P.L.  97-35.     I  believe  that  the  funding  for  family  planning 
services  that  you  are  referring  to  is  under  the  Assistant 
Secretary  for  Health,  was  authorized  by  Title  X  of  the  Public 
Health  Services  Act  for  FY  1983,  the  Administration  is  proposing 
inclusion  of  Family  Planning  in  the  Primary  Care  Block  Grant 
administered  by  the  Health  Services  Administration.     This  program 
would  be  included  in  the  Primary  Care  Block  at  the  FY  1982  level 
of  $123,7  million.     Inclusion  of  family  planning  in  the  block 
grant  will  allow  the  States  greater  flexibility  to  intergrate 
this  important  program  into  other  State  managed  primary  care 
health  service  activities. 
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RUNAWAY  YOUTH 

Mr.  Porter.     The  Runaway  and  Homeless  Youth  program,  funded 
at  $10,514,000  in  FY  1982  is  listed  for  an  almost  40%  cut,  down 
to  $6,600,000  next  year.     I  read  in  the  newspaper  this  morning  of 
the  murder  of  an  Illinois  university  professor,  murdered  in 
Florida  while  investigating  large  scale,  sexual  enslavement  and 
abuse  for  prostitution  purposes,  of  runaway  youth.     Isn't  this 
widespread  and  a  national  problem?    Your  statement  of  justifica- 
tions says  you  are  "servicing  442 , 000  youth  and  families  in  1982". 
Are  you  reaching  those  truly  in  need  here?    What's  to  become  in 
1983  of  the  National  toll-free  communication  system? 

Ms.  Hardy.     The  problem  of  sexual  exploitation  and  abuse 
of  young  people  in  this  country  is  becoming  more  visible.  The 
Department's  Youth  Development  Bureau  is  currently  undertaking 
a  field  study  of  the  magnitude  of  male  adolescent  prostitution. 

The  runaway  centers  funded  by  the  Department  are 
reaching  42,000  adolescents.     Through  extensive  outreach  and 
agencies  in  which  youth  and  their  families  may  drop  in  for 
information,  the  centers  are  reaching  an  additional  100,000 
people;  and  through  the  national  communications  system,  we  are 
reaching  another  200,000  youth  and  families.    We  believe  that 
the  runaway  centers  are  serving  a  significant  pro part ion  of 
those  most  in  need.     Furthermore,  other  needy  youtk  are 
receiving  services  provided  by  State,  local  and  private 
agencies. 

The  National  Toil-Free  Communication  System  will 
continue  to  be  a  high  priority  for  the  Department  in  FY  1983. 
Funds  to  support  this  valuable  effort  will  be  available  from 
the  discretionary  amounts  appropriated  to  the  Department. 


FOSTER  CARE 

Mr.  Porter.     Foster  care  costs,  I  believe,  were  not  fully  met 
in  the  1982  budget.     What  effect  is  this  having  on  the  current 
foster  care  program,  and  will  this  impact  significantly  on  the 
proposed  Block  Grant  program  in  Fiscal  1983.     Tell  us  how  you  will 
monitor  operation  of  the  1983  Foster  Care  program  at  the  State  and 
local  level  if  your  proposal  is  adopted. 

Ms.  Hardy.     To  date,  we  have  fully  funded  foster  care  in  FY 
1982.     Thus,  there  has  been  no  impact  to  date,  nor  will  there  be 
any  impact,   so  far  as  we  know,  on  the  Block  Grant  proposal.     If  the 
Block  Grant  proposal  is  effective  in  FY  1983,  monitoring  will  be 
conducted  by  the  States,  through  their  regular  monitoring  and 
through  their  biennial,  independent  audits  of  the  program. 

CHILD  WELFARE  BLOCK  GRANT 

Mr.  Porter.     The  new  Child  Welfare  Block  Grant  will  include 
children's  foster  care  and  adoption  assistance.     Will  this  consoli- 
dation involve  a  reduction  and  weakening  of  these  programs? 
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Tell  lis.  pqje  about  the  legislation  to  place  a  "cap"  on  Federally- 
financed  foster  care  payments,  and  the  impact  this  will  have  on 
foster  care  programs  if  adopted, 

Ms.  Hardy.     The  proposed  Child  Welfare  Block  Grant  would  allow 
States  to  determine  which  priorities  they  would  use  their  funds 
for;     child  welfare  services,  foster  care,  adoption  assistance,  or 
child  welfare  training.     There  is  no  "cap"  being  proposed  other 
than  the  overall  requested  appropriation  of  $380  million. 


ADULT  DAY  CARE  SERVICES 

Mr.  Porter.     I  am  concerned  about  the  level  of  funding  for 
adult  day  care  services.    Will  there  be  enough  of  a  day  care 
program  remaining  at  the  State  and  local  level  that  will  enable 
those  who  want  to  take  full-time  jobs  to  have  this  service? 

Ms.  Hardy.     Based  upon  FY  1980  plans  only  39  States  defined 
adult  day  care  as  a  title  XX  social  service.     These  States 
estimated  a  total  expenditure  of  approximately  $42  million  and 
estimated  that  approximately  41,000  individuals  would  be 
served.     Nine  States  targeted  adult  day  care  services  to  the 
developmentally  disabled  and  18  specifically  targeted  the 
service  to  the  aged.     To  the  best  of  our  knowledge  some  States 
will  continue  to  offer  adult  day  care  service  under  the  Social 
Service  Block  Grant.     However,  the  number  of  States  or  the 
availability  of  the  service  to  all  of  those  who  want  the 
service  so  that  they  make  take  full-time  jobs  is  not  known.  It 
may  be  assumed  that  with  the  small  amount  of  funds  that  has  been 
utilized  in  the  past  for  adult  day  care  that  minimal  service 
reductions  might  result. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 


19  83  Apprropriation 
 Estimates   Page 

Positions  Amount 


Aoorooriation  Title 


Human  Services  Block 

Grants    $  1,974,126,000  1 

Services  to  Selected 

Groups  1,602  2,415,725,000  15 

Human  Resources  Research 

and  Demonstration    57,291,000  143 

Child  Welfare  Block  Grant    380,120,000  165 

Work  Incentive  Program      18  8 


Scientific  Activities 
Overseas 


209 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 

Human  Services  Block  Grant 

Fiscal  Year  1983  Budget  Page  No. 

Appropriation  language  and 

Explanation  of  changes   1 

Amounts  available  for  obligation   2 

Summary  of  changes   3 

Budget  Authority  by  activity   6 

Budget  Authority  by  object   6 

Authorizing  legislation   7 

Tables  of  estimates  and  appropriations   8 

Justification: 

1.  Narrative: 

A.  General  Statement   9 

B.  Human  Services  Block  Grant   10 

2.  State  Table   12 
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OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 
Human  Services  Block  Grants 

For  making  payments   to  States  for  activities  authorized 
by  title  XX  of  the  Social  Services  Act ,  $1,974,123,000: 
Provided,   That,    notwithstanding  section  200  3(c)   of  the  Social 
Security  Act,   as  amended  by   the  Social  Services   Block  Grant 
Act,    $1,974,126,000  shall  be   the  maximum  amount  specified  for 
purposes  of  Section   2003(a)   and  (b)   of  the  Social  Security  Act. 
Provided,   further,   That  any  State  may  determine   that  a  portion 
of  its  allocation  from  this  appropriation  shall  be  used  for 
carrying  out  a  work  incentive  program  or  a  work  incentive 
demonstration  program,   as  authorized  by  part  C  of  title  IV  of 
the  Social  Security  Act,   including  registration  of  individuals 
for  such  program,   and  for  related  child  care  and  other  supportive 
services,   as  authorized  by  section  402(a) (19) (G)   of  the  Act, 
but  no  State  shall  be  entitled,   pursuant  to  sections  403(d)  or 
445(f)   of  such  Act,    to  funds  for  these  purposes  . 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 

HUMAN  SERVICES  BLOCK  GRANT 

Amounts  Available  for  Obligation 

1981  1982  1983 

Actual  Estimate  Estimate 


Appropriation    $2,991,100,000  $2,400,000,000  $1,974,126,000 

Appropriation 

available  in  prior 

year...   -592,440,000  —  — 


Subtotal,  Budget 

Authority  (adjusted)  $2,398,660,000      $2,400,000,000  $1,974,126,000 

Unobligated  balance 
available  start  of 

year   243,571,000  152,404,000 

Unobligated  balance 

end  of  year   -152,404,000  — 


Total  Obligations  $2,489,827,000      $2,552,404,000  $1,974,126,000 
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Summary  of  Changes 


1982  estimated  budget  authority   $2,400,000,000 

1983  budget  estimate   1,974,126,000 

Net:  Charge   -425,374,GC0 


1982  5ase  Charge  from  3a se 

Amount  Amount 


decreases: 

Reduction  in  Block  Grant  funding 
is  consistent  with  the  Presidents' 
proposal  to  decrease  spending. 

A.  Program: 

Human  Services  31cck  Grant         $2,400,000,000  -3425,874, 000 


Total,  Net  Change  requested 


-425,874,  000 
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Budget  Authority  by  Activity 


1981 
Actual 


1982 

Estimate 


1983 

Estimate 


Grants  to  Staces  for 
Social  Services 

Child  Day  Care 

State  and  Local 
Training 

Human  Services 
Block  Grants 


Subtotal 

Program  Costs 

Appropriation  Available 
in  prior  year 


32,716,100,000  $ 
200,000,000 

75,000,000 


2,400,000,000  1,974,126,000 


2,991,100,000  2,400,000,000  1,974,126,000 
-592,440,000 


Total  budget  Authority  $2,398,660,000  $2, 400, 000 ,.000  31,974,126,000 
(Obligations)  ($2,489,826,726)   ($2,552,403,955)  ($1,974,126,000) 

Budget  Authority  by  Object 


1982 

Estimate 


1983 

Estimate 


Increase 

or 
Decrease 


41  Grants,  subsidies 
and  contributions 


$2,400,000,000      $1,974,126,000  $425,874,000 


Total  Budget  Authority         $2,400,000,000      $1,974,126,000  $425,874,000 
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Authorizing  Legislation 


19S2  1983 

Amount  1982  Amount  1983 

Author! zed         Estimate  Authorized  Estimate 

Human  Services 
Block  Grant 

Block  Grants 
to  States 
for  Social 
Services 
(Social 
Security  Act, 
Title  XX  as 
amended 

PL  97-35  32,400,000,000  $2,400,000,000  $2,450,000,000  $1,974,126,000 
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Human  Services  31ock  Grant 


Budget 


Year 

Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

App ropriation 

1973 

51,839,542,000 

$1,839,542,000 

$1,839,542,000 

$1,839,542,000 

1974 

1,528,386,000 

1,395,248,000 

1,395,248,000 

.  1,395,248,000 

1975 

2,519,400,000 

2,227,554,000 

1,936,421,000 

1,936,421,000 

1976 

2,730,089,000 

2,734,089,000 

2,739,089,000 

2,736,589,000 

1977 

2,619,206,000 

2,625,706,000 

2,633,206,000 

2,529,706,000 

1978 

2,646,134,000 

2,646,134,000 

2,646,134,000 

2,546,134,000 

1979 

2,908,400,00 

2,908,400,000 

2,908,000,000 

2,908,400,000 

1980 

3,310,100,000 

3,271,100,000 

3,271,100,000 

3,271,100,000 

1981 

3,351,100,000 

2,991,100,000 

2,991,100,000 

2,991,100,000 

1982 

1,974,126,000 

2,400,000,000 

2,400,000,000 

2,400,000,000 

1983 

1,974,126,000 
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General  Statement 


This  block  grant  program  is  designed  to  encourage  each  State  as  as  far  as 
practicable  zo  furnish  a  variety  of  social  services  best  suited  to  needs  of 
the  individuals  residing  in  the  State  in  the  most  efficient  and  effective 
method  possible  by  using  Federal  block  grant  funds  to  (l)  prevent,  reduce  or 
eliminate  dependency;   (2)  achieve  or  maintain  self-sufficiency;  (3)  prevent 
neglect,  abuse,  or  exploitation  of  children  and  adults;  (4)  prevent  or 
reduce  inappropriate  institutional  care;  (5)  secure  admission  or  referral 
for  institutional  care  when  other. forms  of  care  are  not  appropriate. 

Beginning  in  1982,  the  block  grant  program  affords  each  State  the 
flexibility  to  control  its  own  programs.    Consistent  with  the  Presidents' 
proposal  to  decrease  spending  in  1983  the  request  is  3425",  374, 000  below  the 
1982  level. 

Regulatory  Activities 

The  Social  Services  Block  Grant  was  enacted  August  1981  as  a  part  of  the 
Qnninus  Budget  Reconciliation  Act  of  1981.     Interim  final  regulations  for 
the  seven  KHS  block  grant  program  included  in  that  Act  were  published 
October  1,  1981  (46  FR  48582) .    These  regulations  implement  the  block  grant 
programs  in  manner  fully  consistent  with  congressional  intent  to  enlarge  the 
States'  ability  to  control  use  of  the  funds.    To  the  extent  possible,  they 
do  not  burden  State  administration  of  the  programs  with  definitions  of 
permissible  and  prohibited  activities,  procedural  rules,  paperwork  and 
recordkeeping  requirements,  or  other  regulatory  provisions.     Instead,  they 
confer  substantial  discretion  on  the  States  as  to  the  use  of  block  grant 
funds.    A  60-day  comment  period  was  provided.    Final  regulations  will  be 
published  scon. 

In  Fiscal  Year  1981  it  is  estimated  that  2.5  person  years  of  effort  costing 
$76, 350  were  needed  to  develop,  review,  promulgate  regulations  while  6  HDS 
persons  years  of  effort  costing  3133,  240  were  required  to  implement 
regulations.     In  Fiscal  Year  1982  and  Fiscal  Year  1983  it  is  estimated  that 
7.5  person  years  of  effort  costing  3240,000  will  be  needed  to  develop, 
review,  promulgate  and  implement  regulations.    These  figures  are  'cased  on  a 
narrow  definition  of  "regulator/  activities"  and  do  not  include  costs  for 
program  development  or  program  performance  activities. 
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Hunan  Services  Block  Grant 

Title  XX  of  the  Social  Security  Act  as  Amended 

Increase 

1982  1983  or 

Estimate  Estimate  Decrease 

$2,400,000,000         Si, 974, 126, 000  -$425,874,000 


Purpose  and  method  of  operation  -  This  capped  entitlement  program  provides 
States  with  Federal  block  grant  funds  for  social  services  the  States  deem 
necessary  to  achieve  the  five  goals  of;  (1)  prevent,  reduce  or  eliminate' 
dependency;   (2)  achieve  or  maintain  self-sufficiency;  (3)  prevent  neglect, 
abuse,  or  exploitation  of  children  and  adults;  (4)  prevent  or  reduce 
inappropriate  institutional  care;   (5)  secure  admission  or  referral  for 
institutional  care  when  other  forms  of  care  are  not  appropriate.  Block 
grant  funds  are  allocated  to  each  State  the  District  of  Columbia,  Puerto 
Rico  and  the  territories  of:    American  Samoa,  Guam,  Trust  Territory  of 
Pacific  Islands,  Virgin  Islands  and  Northern  Mariana  Islands,  in  accordance 
with  the  formula  in  Public  Law  97-35,  section  2352(a),  "Omnibus  Budget 
Reconciliation  Act  of  1981". 

Rationale  for  the  Budget  Request  -  The  fiscal  year  1983  request  of 
$1,974,126,000  is  $425,374,000  below  the  1982  level.    States  will  have 
increased  options  in  providing  services  due  to  new  and  changing  social  needs 
and  conditions  within  their  jurisdictions,  rather  than  being  limited  by 
national  requirements.    The  shift  to  State  control  rather  than  Federal 
control  and  national  requirements  will  permit  each  State  to  develop  more 
cost  efficient  and  effective  social  service  delivery  systems. 

The  block  grant  program  is  new  in  fiscal  year  1982.     Program  data  and 
workloads  for  1982  and  1983  are  not  yet  available  under  the  recently 
implemented  block  grant  program;  therefore,  the  following  tables  show  those 
services  and  activities  related  to  fiscal  year  1981  only. 

Average  Number  of  Primary  Recipients  Per  Quarter 


Selected  services 
(nor.  additive: 
recipients  may 
receive  more  than 
one  service) 

Day  Care-children 
Komemaker/ chore 
Education,  training 

and  employment 
Protective  services 
Fester  care-children 


1981  1982*  1983* 


496, 000 
403,000 

336, 000 
560, 000 
178,000 
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.2=1  1982* 


::: 
::: 


arc  trearrent  109,  CCC 

Eanily  planning  452,  000 


^ual  Social  Services  Ccsts 
(Do__ars  ir.  Mc  ions, 


Selected  Services  1=51  1962' 

Day  care-children  5  886 

r/chore  580 


arid  ezplcvren-  321 

Protective  services  370 

Poster  care-children  149 

Counselling  services  233 

Healer- re lazed  92 


259 
34 
1,  39C 


Tbtal-Federal ,  State 

and  Local  34,364  S      -  3  - 

Total  rederal  Funding         32,916  32,400  SI,  974 

*  Under  the  Kucan  Services  Block  Grant  program,  States  are  required  co 
prepare  and  rake  public  a  report  on  activities  conducted  using  these 
funds.    These  repcrrs  -use  be  race  at  least  every  two  years.     The  Staces 
rave  not  yet  prepared  their  reports  as  the  program  starred  October  1981. 


93-481    0—82  21 
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HUMAN  SERVICES 

BLOCK  GRANT 

1981 

1982 

1983 

Actual  1/ 

Estimate  2/ 

Estimate  2/ 

Totals 

$2,991,100,000 

$2, 400, 000, 000 

$1,974,125,000 

Alabama 

44,304,  356 

40, 962, 220 

33,693,577 

Alaska 

5,467,501 

4,  212,053 

3,464,635 

Arizona 

32, 278, 606 

28, 620, 903 

23, 542,196 

Arkansas 

29,926,264 

24,071,886 

19,800,390 

California 

302,677,233 

249, 237, 734 

205,011,120 

Colorado 

36, 229, 761 

30,421,556 

25,023,327 

Connecticut 

43,924,031 

32,727,656 

26, 920, 215 

Delaware 

7,902,275 

6,265,431 

5,153,645 

Dist.  of  Col. 

9,196,  451 

6,718,226 

5,526,093 

Florida 

116,594,814 

102,563,502 

84,363,365 

Georgia 

68,817,  206 

57,536,651 

47,326,916 

Hawaii 

12,032,869 

10,161,579 

8, 358,432 

Idaho 

11,  805,  316 

9,  940,  446 

8,176,539 

Illinois 

145,427,635 

120,233,067 

98, 898, 009 

Indiana 

70,575,593 

57,810,434 

47,552,117 

Iowa 

38,745,499 

30,674,279 

25,231,205 

Kansas 

31,747,203 

24, 882, 706 

20,467,332 

Kentucky 

42,764,256 

38, 550,819 

31,710,073 

Louisiana 

53, 942, 342 

44,268,682 

36,413,315 

Maine 

15,115,193 

11,846,400 

9,  744,  236 

Maryland 

56, 208, 089 

44,395,044 

36,  517,254 

Massachusetts 

78,843,017 

60,411,377 

49,691,529 

Michigan 

119,716,704 

97,487,978 

80, 188, 980 

Minnesota 

54,331,209 

42,931,355 

35,313,293 

Mississippi 

24, 750, 085 

26,546,467 

21,835,863 

Missouri 

65,935,629 

51,776,667 

42,589,027 

Montana 

11,021,483 

8,287,  215 

6,816,670 

Nebraska 

21,220,049 

16,532,310 

13,598,693 

Nevada 

7,  993,  930 

8,413,577 

6,920,609 

New  Hampshire 

10,967,473 

9,698, 253 

7,977,322 
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HUMAN  SERVICES  BLOCK  GRANT  -  (Continuation) 


1931  1982  1983 

Actual  1/  Estimate  2/  Estimate  2/ 


New  jersey- 

99,352,539 

77, 543, 905 

63,783,932 

New  Mexico 

16,411,011 

13,639,174 

11,  260,064 

New  ^or"5c 

243  109  152 

1&4  377  557 

152  071  497 

75  139, 322 

JU ,0.0,-0/ 

Nor"t-Tl  Ds/rCCta 

?  ,  UJi,  CO  / 

6  376  177 

3 ,  OjO , Ul / 

Ohio 

118,655,924 

113,693,353 

93,519,163 

Oklahoma 

39,092,745 

31,353,654 

26,201,203 

Oregon 

32  910  791 

27  7?5  842 

ZZ  ,  QvJD  ,  ^Ol 

Fennsy  ]_  vani  a 

1  074 

1  94.  Qfil  DQ7 

102  787  062 

w"-ccs  J s  1  arc 

-LZ,  O^C,  -rO»J 

9  972  037 

8  202  524 

-  —  *     —   — 

32,843  487 

27  015  492 

South  Dakota 

9,259,080 

1,  265, 792 

5!  976',  496 

Tennessee 

53,139,451 

48,343,844 

39, 765,350 

177  ft?"? 

149  822  742 

123  237  071 

Utah 

15  384  525 

J-Z,  O^-H,  OOAJ 

Vermont 

6,855, 553 

5,380,893 

4,426,071 

Virginia 

69,909,472 

56,294,095 

46,304,348 

Washington 

51, 363,627 

43,489,452 

35,772,358 

West  Virginia 

25,935,163 

20,533,761 

16, 390, 096 

Wisconsin 

63,426,198 

49, 544, 279 

40,752,771 

Wyoming 

5,629,873 

4,  959,693 

4, 079, 608 

American  Samoa 

347,494 

285,832 

Guam 

153,713 

413, 793 

340,367 

Puerto  Rico 

18,525,777 

12,413,793 

10,210,997 

Trust  Territory 

of  Pacific  Islands 

1,232,026 

1,013,406 

Virgin  Islands 

514,347 

413, 793 

340, 367 

Northern  Marianas 

Islands 

32, 759 

68,073 

Subsequent  Year 

Awards  101, 377, 992 


1/    Includes  S2, 716, 100, CC0  for  title  XX  Social  Services,  3200,000,000  for 
Child  Cay  Care  and  375,000  for  State  and  local  Training  Activities. 

2/    31ocx  Grants  for  1982  and  1983  replaces  the  Social  Services,  Cnild  Day 
Care  and  Training  Activities. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Services  to  Selected  Groups 

FY  1983  Budget  Page  No. 

Appropriation  language  and  Explanation 

of  language  changes   17 

Amounts  available  for  obligation   13 

Summary  of  changes   19 

Budget  authority  by  activity   33 

Budget  authority  by  object   35 

Authorizing  legislation  
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Justification:     General  Statement   45 

A.  Narrative 

1.  Administration  for  Children,  Youth 

and  Families   4  9 

(a)  Head  Start   50 

(b)  Child  Abuse  State  Grants   55 

(c)  Runaway  Youth   57 

2.  Administration  on  Aging.   61 

(a)  State  and  Area  Agency  Activities.  63 

(b)  Supportive  Services  and  Centers..  67 

(c)  Nutrition   71 
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3.  Administration  for  Developmental 

Disabilities   83 
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5.  American  Printing  House   for  the  Blind  103 
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Deaf   105 
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7.   Gallaudet  College...   107 

3.   Rehabilitation  Services   108 
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C.  Estimates  for  Consultant  Services   139 
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Appropriation  Estimate 
Services   to  Select  Groups 
For  carrying  out  the  Cider  Americans  Act  of  1931,  the 
Runaway  louth  Act,   and  sections  60  3,   604   (except  subsection  q) 
805,    609,   639,    683,   and  911  of  the  Omnibus  Budget  Reconciliation 
Act  of  1981,    $2,415,725,000  of  which  not  to  exceed  $84,022, 000 
shall  be  available  under  the  authority  of  section   311  of  the 
Older  Americans  Act  of  1981,    to  be   distributed  among   the  States 
in  the  same  proportion  as  funds  were  distributed  in  fiscal 
year  1932,   and  not  to  exceed  $623,  509 ,  000  shall  be  available 
for  Rehabilitation  Services;   Provided,    that,  notwithstanding 
sections   113(b) (1) (A)   and  132(c)(2)   of  the  Developmental 
Disabilities  Assistance  and  Bill  of  Rights  Act,   as  amended 
by   section  911  of  the  Omnibus  Budget  Reconciliation  Act  of 
1981,    no  State  shall  be  entitled  to  payment  for  carrying  out 
the  purposes  of  that  Act  in  fiscal  year  1983  from  amounts 
appropriated  under  section  113  and  132  of  that  Act  in  excess 
of  an  amount  bearing  the   same  ratio  to   the  amounts  appropriated 
under  those  sections  for  fiscal  year  1983  as   the  amounts  paid 
to   that  State  from  appropriations  under  those  s ections  for 
fiscal  year  1982  bore   to   the   total  amounts  appropriated  under 
those  sections  for  fiscal  year  1982. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 
SERVICES  TO  SELECTED  GROUPS 

Amounts  Available  for  Obligations 

1982 

1981  Current  1983 

Actual   Estimate  Estimate 

Appropriation...  $2,673,539,000         $2,631,702,000  $2,415,725,000 

Real  transfer 
from: 

Work  Incentive 

Progream....    1,783,000   

Comparable  transfer 
from: 

U.S.  Department 

of  Agriculture.  84,  720,  000  93,  200,  000   

Subtotal , 
Adjusted  Budget 

Authority   2,758,259/000  2,726,685,000  2,415,725,000 

Reimbursements 
from : 

Federal  funds..  1,482,000  1,500,000   

Trust  funds....  87,610,000  150,000   

Non-Federal  funds  7,153,000  8,194,000  10,534,000 

Unobligated  balance, 

start  of  year   22,361,000  18,288,000 

Unobligated  balance, 

end  of  year   -18,288,000  - —   

Unobligated  balance 

lapsing   -  8,820,000       

Total  obligations   $2,849,75  7,000  $2,754,817,000  $2,426,259,000 
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Summary  of  Changes 


1982  Estimated  Budget  Authority  $2,724,902,000 

1983  Estimated  Budget  Authority   2,  415,  725,  000 

Net  Change  -  309,177,000 


1982  Base  Change  From  Base 

Increases : 

A.  Built-in: 

1.  Increases  associated 
with  Standard  Level 

Users  Charges   $  4,392,000  +$  2,108,000 

2.  Increases  associated 
with  FTS,  telephone 
and  telegraph 

charges   2,540,000  +  508,000 

3.  Annual i zation  of 
costs  associated 
with  word-process- 
ing and  mini- 
computer  1,200,000  +  400,000 

4.  Increases  associated 
with  increase  in 
average  salary  of 
other -than-permanent 
positions  due  to 

effect  of  RIF   2,485,000  +  476,000 

5.  Amounts  associated 
with  October,  1981 

pay  raises   46,  996,  000   +  2,497,000 


Subtotal,  Built-in 
Increases  


+  5,989,000 
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1982  Ba s e  Change  From  Base 

B.  Program: 

1,  Head  Start: 
This  increase 
along  with  the 
redirection  of 
discretionary  funds 
to  project  funds 
within  the  Head  Start 
program  will  maintain 
national  enrollment 

levels   911,700,000  +  300,000 

2.  American  Printing 

House  for  the  Blind         4,800,000  +  124,000 


3.  iTational  Technical 
Institute  for 

the  Deaf   25,  248,000  +  1,049,000 

4.  Gallaudet  College..       49,920,000  +  2,080,000 

Subtotal,  Program 

Increases   +       3,  553,000 

Total   Increases....  +  9,542,000 


Decreases  : 
A.  Built-in: 

1.   Non-recurring  costs 
for  severance  pay 
and  lump  sum  annual 

leave  payments   1,000,000  -  1,000,000 


2.  Transfer  of 

veterans  affairs 
function  to  Office 

of  the  Secretary...  80,000  -  80,000 
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1982   Base  Change  From  Base 

3.  Reduction  in 
full-time  equi- 
valent of  full- 
time  permanent 
positions  and 
related  costs  

4.  Reduction  in  full- 
time  equivalent  of 
other -than -per- 
manent positions 
and  related  costs.. 

5.  Reduction  in 
benefits  associated 
with  the  reduction 
in  full-time 
equivalents  

6.  Reduction  in 
Standard  Level 
Users  charges 
associated  with 
changes  in  number 
of  positions  

7.  Reduction  in  full- 
time  equivalent  of 
full-time  permanent 
positions  and  related 
costs  for  Rehabilita- 
tion Services   13,600,000  -  331 ,  000 

Subtotal,  Built-in 

Decreases   -  4,394,000 

Proaram : 
1.   Child  Abuse: 

State  Grants 

have  been  reduced 

consistent  with 

the  President's 

proposal  to 

reduce  spending....         6,720,000  -  2,100,000 


42,714,000  -  1,314,000 


3,817,000  -  1,332,000 


4,231,000  -  187,000 


4,392,000  -  150,000 
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1982  Base  Change  From  Base 


2.  Runaway  Youth 
Program  has  been 
reduced 

consistent  with 
the  President ' s 
proposal  to  reduce 

spending   10,514,000  -  3,914,000 

3.  Aging  State  grants 
and  discretionary- 
programs  "have 
been  reduced  con- 
sistent with  the 
President's  proposal 

to  reduce  spending.      727,942,000  -  75,784,000 

4.  Termination  of  the 
National  Clearinghouse 

on  Aging   1,721,  000  -  1,721,000 

5.  Developmental  Disa- 
bilities State  Grants 
and  Advocacy  programs 
have  been  reduced 
consistent  with  the 
President's  proposal 
to  reduce  spending. 

6.  Native  American 
Programs  have  been 
reduced  consistent 
with  the  President's 
proposal  to  reduce 
spending  

7.  Rehabilitation 
programs  have  been 
reduced  consistent 
with  the  President's 
proposal  to  reduce 


spending   832,441,000  -  208,932,000 

Subtotal,  Program 

Decreases   -  314,325,000 

Total  Decreases   -  318,719,000 

Net  Change   -  309,177,000 


49,133,000  -  17,156,000 


28,000,000  -  4,718,000 
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Narrative  Explanation  of  1982  Current  Estimates 


The  Third  Continuing  resoultion  for  fiscal  year  1982  (P.L. 
97-92)   required  that  total  budget  authority  for  most 
appropriations  and  programs  administered  by  the  Office  of  Human 
Development  Services  be  reduced  by  4  percent.     Flexibility  was 
provided  within  appropriations  to  exempt  some  programs   from  4 
percent  reductions  as  long  as  no  program  was  reduced  more  than 
6  percent.     In  addition,    the  Office  of  Human  Development 
Services  was  required  to  sustain  a  portion   ($450,000)   of  the 
Health  and  Human.  Services  $20.9  million  reduction  in 
administrative  costs.     It  was   further  stipulated  that  the 
Social  Services  Block  Grant,   Foster  Care,   Adoption  Assistance 
were  to  be  exempt  from  any  reduction. 

Office  of  Human  Development  Services'   policy  was  to  maintain 
Head  Start  and  Native  Americans  programs  at  levels  provided 
prior  to  the  4  percent  reduction  because  these  programs  serve 
particularly  vulnerable  segments  of  the  populations:  preschool 
children  from  low  income  families  and  native  Americans.     It  was 
further  decided  that  the  Salaries  and  Expenses  account  should 
not  be  reduced  in  order  to  minimize  the  impact  of  a  reduction 
in  force. 

In  order  to  accomplish  these  objectives,    the  following  programs 
were  reduced  at  least  4  percent,   but  in  no  case  as  much  as  6 
percent:   Child  Welfare  Research  and  Demonstration,    Child  Abuse, 
Runaway  Youth,   Child  Welfare  Training,   Adoption  Opportunities, 
Child  Welfare  Services,    all  Aging  programs,    and  all  programs 
for  the  Developmentally  Disabled. 

The  following  programs  were  reduced  to  accommodate  the 
Administrative  Costs  reduction:   Child  Welfare  Research  and 
Demonstration,   Child  Abuse  Discretionary  progreams,  and 
Developmental  Disabilities  Special   Projects  -  each  by  $50,000; 
and  Head  Start  by  $300,000.     These  reductions  were  made  in 
consultant  services. 
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1981 

  •       '  Actual  

Administration  for 
Children,   Youth  and 
Families 

a)  Head  Start   $818,731,000 

b)  Child  Abuse 

State  Grants...  6,878,000 

c)  Runaway  Youth..  11,000,000 
Subtotal,  Administration 

for  Children,  Youth 

and  Families   836,609,000 

Administration  on 
Aging 

a)  State  Agency 

Activities....  22,675,000 

b)  Supportive 

Services  and 

Centers   251,473,000 

c)  Nutrition 

1  .  Congregate 

meals   295,000,000 

2.  Home-de- 
livered meals  55,000,000 

3.  USDA  Tranfer  84, 720,000 
Subtotal,   Nutrition.       434, 720, 000 

d)  Grants  to 

Indian  Tribes..  6,000,000 

e)  Training, 
Research,  and 
Discretionary 

Projects   40,500,000 

f)  Federal  Council 

on  Aging   481,000 

g)  National 
Clearinghouse 

on  Aging   1 ,  800,  000 

Subtotal,  Administration 

on  Aging   757,649,000 

Administration  for 

Developmental 

Disabilities 

a)   State  Grants 

and  Advocacy...  49,448,000 
Administration  for 
Native  Americans 
a)  Financial 
Ass  i  s  tance 
Grants   29,000,000 


1982 
Current 
Estimate 


1983 
Budget 
Request 


$911, 700, 000 

6, 720, 000 
10, 514,000 


928, 934, COO 


21, 673, 000 


240, 869, 000 


286, 749, 000 

57, 350, 000 
93, 200,000 


437, 299, 000 
5, 735, 000 

22, 175, 000 
191, 000 

1, 721,000 


729, 663, 000 


49, 133, 000 


26, 300, 000 


$912, 000, 000 

4, 620,000 
6, 600, 000 


923, 220,000 


19, 928, 000 


216, 199, 000 


258, 133,000 


48, 142, 000 
84,022,000 


390, 297, 000 
5, 252,000 

20, 307, 000 
175, 000 


652, 158, 000 


31, 977, 000 


21, 982, 000 
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1982  1983 
1981                      Current  Budget 
Actual  Estimate  Request 


b)  Training  and 
Technical 

Assistance   3,100,000  1,000,000  700,000 

c)  Research  and 

demonstrations.  1 ,  700  ,  000  700  ,  000  600  ,  000 

Subtotal,  Admini- 
stration for 

Native  Americans .. .  33,800,000  28,000,000  23,282,000 

White  House  Conference 

on  Aging   3,000,000     

American  Printing 

House  for  the  Blind.  4,921,000  4,800,000  4,924,000 

National  Technical 
Institute  for  the 

Deaf   20,305,000  25,248,000  26,  297,000 

Gallaudet  College. . .  49,768,000  49,920,000  52,000,000 

Rehabilitation 

Services   923,999,000  832,  441,  000  623,509,000 

Federal  Administra- 
tion -  Human  Develop- 
ment Services   64,  634,000  63,163,000  65,089,000 

Federal  Administration  - 
Rehabilitation  Ser- 
vices  14,126,000  13, 600, 000  13, 269, 000 


Total  Budget 
Authority. . . 


$2, 758, 259, 000 


$2, 724, 902, 000 


$2,415,725,000 
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Budget  Authority  by  Object  Classification 


 1982  1983  

Total  number  of  permanent 
positions  : 

Human  Development 

Services   1,296  1,260 

Rehabilitation 
Services 

Administration   344  342 

Full-time  equivalent  of  all 
other  positions: 
Human  Development 

Services   193  125 

Rehabilitation 
Services 

Administration   -0-  -0- 

Total  compensable  workyears : 
Human  Development 

Services   1,489  1,385 

Rehabilitation 
Services 

Administration   350  337 

Personnel  compensation: 

Permanent  positions  $50, 900, 000a/  $50 , 689 , C00a/ 

Positions  other  than 

permanent                                 3,869,000a/  3,125,000a/ 

Other  personnel  compen- 
sation                                          504, 000  501, 000 

Sub-total,  Personnel 

Compensation   55,273,000a/         54,  315,000a/ 

Personnel  benefits   4,957,000  4,990,000 

Travel  and  transportation 
of  persons   3,114,000  3,103,000 


Increase 
Decrease 


-68 
-0- 

-104 
-13 

+$265, 000 
■1,  220,  000 
-3, 000 

-958, 000 
+33,000 

-11,000 
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Increase 

1982  1983  Decrease 


Transportation  of  things.           80,000  80,000   

Rent,   communications,  and 

utilities                                   4,193,000  5,096,000  +903,000 

Standard  level  users 

charges                                       5,116,000  7,206,000  +2,090,000 

Printing  and  reproduction     1,236,000  1,232,000  -4,000 

Other  services                           2,970,  000  2,513,000  -457,000 

Project  contracts                   32,900,000  32,900,000   

Supplies  and  materials...         340,000  338,000  -2,000 

Equipment                                         151,000  136,000  -15,000 

Grants,    Subsidies  and 

Contributions                    2 , 614 , 572 , 000  2,  303,816,000  -310, 756, 000 

Total,   by  object..       2,724,902,000  2,415,725,000  -309,177,000 

a/     FY  1982  amounts  exclude  $2,497,000  of  October,    1981  pay  raise 
included  in  FY  1983. 
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Authorizing  Legislation 


1982                   1982                        1983  1983 
Amount            Current                  Amount  Budget 
Authorized         Estimate   Authori zed   Request  

Services  to 
Selected 
Groups : 

1.  Admini- 
stration 
for  Children, 
Youth  and 
Families 

a)  Head 
Start : 
The  Head 
Start 
Act  as 
contained 
in  the 
Omnibus 
Budget 
Recon- 
cilition 
Act  of- 

1981   950,000,000         911,700,000     1,007,000,000  912,000,000 

b)  Child 
Abuse 
State 
Grants : 
Section  609 
of  the 
Omnibus 
Budget 

Re  con - 
cilition 
Act  of 

1981   7,000,000  6,720,000  7,000,000  4,620,000 

c)  Runaway 
Youth: 
Title  III, 
Part  D, 
Section 
341(a) 

of  the 
Juvenile 
Justice 
and 

Del inquency 
Act 

of  1974  as 

amended....  25,000,000  10,514,000  25,000,000  6,600,000 
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1982 
Amount 
Authori  zed 


1982 
Curreni 
Ss t ima^ 


1983 
Amount 
Authorized 


1983 
Budget 
Reques  t 


2.  Administration 

on  Aging  (the 

Cider 

Americans 

Act  as 

amended) 

a)  State 
Agency- 
Activities  : 
Title  III, 
Section 
303(a)  

b)  Supportive 
Services 

and  Centers: 
Section 
303(a)  

c)  Nutrition: 

(1)  Congre- 
gate 
meal s , 
Section 
303(a) 

(2)  Home- 
delivered 
meals , 
Section 
303(b) (2) 

(3)  Commodities 
or  cash 

in  lieu 
of 

programs , 
Section 
311  d(l) 

d)  Grants  to 
Indians  Tribes: 
Section  608(a) 

e)  Training, 
Research  and 
Di  scretionary 
Programs : 
Sections  310 
and  431  .... 

f)  Federal 
Council 

on  Ag  i  ng : 
Section 
402(g)  

g)  National 
Clearinghouse 
on  Aging: 
?.L.  97-92 


Indefinite 
306, 000, 000 

319, 100, 000 
60,000, 000 

93, 200, 000 
6, 500, 000 

23, 200, 000 

200, 000 
1, 721, 000 


21, 673, 000 


240, 869, 000 


286, 749, 000 


57, 350, 000 


93, 200, 000 


5, 735, 000 


22,175, 000 


191 , 000 


, 721, 000 


Indefinite 
327, 400, 000 

341, 400, 000 
64, 200, 000 

100, 000, 000 
7, 000, 000 

24, 800, 000 
214, 000 


19, 928, 000 
216, 199, 000 

258, 133, 000 
48, 142,000 

84,022,000 
5, 252, 000 

20, 307, 000 
175, 000 
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1982                   1982                          1983  1983 
Amount             Current                  Amount  Budget 
Authori zed         Estimate   Authori zed  Request 

3.  Develop- 
mental Disa- 
bilities: 
(section  911 
of  the 
Omnibus 
Budget 

Reconci  Liation 

Act  of 

1981) 

a)  State 
Grants  and 
Advocacy: 
Sections 
911(a) 

and   (c)   51,180,000  49,133,000  51,180,000  31,977,000 

4.  Adminis- 
tration for 
Native 
Americans : 
Section  683 
of  the 
Omnibus 
Budget 
Reconci lia- 
tion Act 

of  1981   Indefinite         28,000,000  Indefinite  23,282,000 

5.  American 
Printing 
House  for 
the  Blind: 
Section  605(a) 
of  the 
Omnibus 
Budget 
Reconcilia- 
tion Act 

of  1981....  5,000,000  4,800,000  5,000,000  4,924,000 

6.  National 
Technical 
Institute 
for  the 
Deaf:  Section 
605(c) 

of  the 
Omnibus 
Budget 
Reconcilia- 
tion Act 

of   1981....  26,300,000  25,248,000  26,300,000  26,297,000 
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1982                  1982                        1983  1983 
Amount             Current                  Amount  Budget 
Authori  zed         Estimate   Authori  zed   Request 

7.  Gallaudet 
College : 
Section  605 
(b)   of  the 
Omnibus 
Budget 
Reconcilia- 
tion Act 

of  1981....  52,000,000  49,920,000  52,000,000  52,000,000 

8.  Rehabilita- 
tion Services: 
Section  603 

of  the 
Omnibus 
3udget 
Reconcilia- 
tion Act 

of  1981....  1,009,260,000         832,441,000     1,054,160,000  623,509,000 

9.  Federal 
Admini  stra- 
tion-Human 
Development 

Services....  Indefinite  63,163,000  Indefinite  65,089,000 

10.  Federal 
admini  stra- 
tion-Rehab- 
ilitation 

Services....  Indefinite  13  ,  600  ,  000  Indefinite  13  ,  296,  000 

Total 

Appropria- 
tion  $2,724,902,000  $2,415,752,000 

Total 

Appropria- 
tion against 
definite 
authoriza- 
tion.... $2,935,661,000  $2,598,467,000  $3,092,654,000  $2,294,157,000 
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Services  to  Selected  Groups 


Budget 

Estimate  House  Senate 

Year  to  Congress  Allowance  Allowance  Appropriation 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983  2,415,725,000 


Note:     This  is  a  new  appropriation.     Comparable  amounts 
prior  to  1983  are  not  available.     A  crosswalk  table 
between  1982  and  1983  is  provided  with  each  appropriation. 
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SERVICES  TO  SELECTED  GROUPS 


1982                      1983  Increase 
Current                Budget  or 
Estimate  Request  Decrease 


r.  Administration  for 
Children,   Youth  and 

Families   $928,934,000     $923,220,000       -$  5,714,000 

2.  Administration  on 

Aging   729,663,000       652,158,000       -  77,505,000 

3.  Administration  for 
Developmental 

Disabilities   49,133,000         31,977,000       -  17,156,000 

4.  Administration  for 

Native  Americans...       28,000,000         23,282,000       -  4,718,000 

5.  American  Printing 

House  for  the  Blind         4,800,000  4,924,000       +  124,000 

6.  National  Technical 
Institute  for  the 

Deaf   25,248,  000         26,297,000       +  1,049,000 

7.  Gallaudet  college..  49,920,000         52,000,000       +  2,080,000 

8.  Rehabilitation 

Services   832,441,000       623,509,000       -  208,932,000 

9.  Federal  Administration- 
Human  Development 

Services   63,163,000         65,089,000       +  1,926,000 

10.  Federal  Adminis- 
tration Rehab- 
ilitation Ser- 
vices  13,600,000         13,269,000   331 , 000 

Total,  Budget 

Authority   $2,  724,  902,000  $2,415,  725,000       -$  309,177,000 

Positions  1,296  1,260  -36 

(Standards  Level 

User  Charge)   (     5,116,000)      (     7,206,000     )      (+  2,090,000) 
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General  Statement 


Through  the  Services  to  Selected  Groups  appropriation,  the 
Office  of  Human  Development  Services  provides  a  wide  range  of 
services  to  special  populations,    including  children,  youth, 
older  Americans,   Native  Americans,   and  those  who  are  handicapped 
and  developmentally  disabled. 

The  Administration  for  Children,   Youth  and  Families  will 
continue  to  administer  the  Head  Start  program,   Child  Abuse  State 
grants,   and  Runaway  Youth  programs.     All  of  these  programs  are 
designed  to  improve  the  quality  of  life  for  children  and  their 
families.     Emphasis  in  1983  will  be  on  maintaining  Head  Start 
enrollment  of  377,300  children,   at  least  10  percent  of  whom  are 
handicapped . 

The  Administration  on  Aging  will  continue  to  implement  programs 
which  foster  independence  of  the  elderly,   with  emphasis  on 
providing  services  to  those  who  are  socially  and  economically 
needy  and  on  providing  alternatives  to  institutionalization. 
The  vulnerable  elderly  -  those  who  are  chronically  impaired, 
those  over  75,   those  who  live  alone,   and  minorities,  will 
continue  to  be  priorities  of  services  provided  by  this 
administration. 

Those  who  are  handicapped  or  developmentally  disabled  will 
receive  educational,   social,   and  rehabilitative  services  to 
foster  both  social  and  economic  independence.     The  1983  budget 
requests  funds  for  the  American  Printing  House  for  the  Blind, 
the  National  Technical  Institute  for  the  Deaf,  Gallaudet 
College,   and  Rehabilitation  Services  programs,  formerly 
administered  by  the  Department  of  Education. 

The  Administration  for  Native  American  will  continue  to  serve 
American  Indians  and  Alaskan  and  Hawaiian  natives  to  promote  the 
goal  of  social  and  economic  self-sufficiency.     In  1983,  emphasis 
will  continue  on  assisting  Native  American  groups  establish  and 
maintain  structures  and  mechanisms  necessary  for  planning  and 
the  coordination  of  Federal  and  non-Federal  resources. 
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Program  Accomplishments 

Over  the  past  several  years,    the  Administration  for  Children, 
Youth  and  Families  has  provided  comprehensive  Head  Start 
services  to  more  than  1.9  million  children  and  their  families. 
In  1981  and  1982  over  377,000  children,   or  20  percent  of  the 
country's  three  to  five  year  old  children  living  in  proverty 
were  served.     Recent  emphasis  has  been  on  reducing  class  size, 
improving  salaries,   and  providing  adequate  physical  facilities. 

In  the  past  five  years,   over  200,000  youth  have  received 
shelter,    counseling,   and  after  care  services  provided  by  over 
160  centers  for  runaway  and  homeless  youth.     In  1982,  46,000 
youth  were  served  through  169  centers. 

Since  1978  the  Administration  on  Aging  has  provided  social 
services  to  approximately  10  million  persons,    53  percent  of  whom 
were  low-income  and  20  percent  were  minority  elderly. 
Approximately  161  million  meals  have  been  served  to  2.9  million 
persons.     Twenty-one  percent,   or  33.8  million  meals  were 
delivered  to  elderly  in  their  homes.     Eighty-four  tribal 
organizations  have  received  grants  to  serve  over  15,000  older 
Indian  annually.     An  estimated  23,000  students  have  been  trained 
in  academic  aging  programs  and  230,000  State  and  area  agency 
personnel  have  received  in-service  training. 

Since  1978  the  Developmental  Disabilities  basic  State  grant 
program  has  enabled  States  to  improve  the  efficiency  and 
effectiveness  of  State  administration  and  program  evaluation 
through  the  development  and  implementation  of  a  comprehensive 
program  administration  review  system.     Protection  and  advocacy 
grants  have  enabled  States  to  increase  their  access  of  funds 
from  other  sources  from  $5.3  million  in  1978  to  $12.6  million  in 
1981.     Together,    these  two  formula  grant  programs  have  been 
instrumental  in  advocating  on  behalf  of  the  developmentaly 
disabled  for  rights  and  access  to  services,  education, 
employment,   residences,   and  transportation. 

Over  the  past  several  years,   the  Administration  for  Native 
Americans  has  provided  funds  to  Native  American  communities  to 
assist  them  build  capacity  to  manage  and  mobilize  Federal,  State 
and  local  resources.     In  1982,   previous  emphasis  on  core 
administration  and  filling  services  gaps  was  refocused  to  a 
community-based  social  and  economic  development  strategy, 
thereby  increasing  employment,   developing  natural  and  physical 
resources,    reducing  welfare  dependency,   and  building  stable 
local  economics. 
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Regulatory  Activities 

The  regulations  for  all  the  programs  in  this  appropriation  are 
being  revised  in  line  with  the  Department's  regulatory  relief 
procedures.     Two  of  the  programs  -  Head  Start  and  Native 
American  Programs  -  are  the  focus  of  individual  revision 
efforts.     The  remaining  four  programs  -  Child  Abuse  and  Neglect 
State  Grants,    Runaway  and  Homeless  Youth,   The  Older  Americans 
Program, ^ and  programs  for  the  De velopmentally  Disabled  -  are 
under  review  as  part  of  a  top  priority  regulatory  relief 
initiative  established  by  the  Secretary.     One  inter-Departmental 
task  force  on  State  administered  non-entitlement  programs  is 
reviewing  these  programs  to  assure  maximum  State  flexibility  in 
administration,    to  simplify  and  consolidate  regulations  on  State 
plan  reports,    financial  management,   enforcement,   and  other 
cross-cutting  issues,   and  to  eliminate  unnecessary  program  - 
specific  regulations.     A  second  task  force  will  also  identify, 
for  these  HDS  and  other  Departmental  programs,  simplifications 
and  ways  to  reduce  barriers  to  State  efforts  to  develop 
integrated  eligibility  determination  and  recordkeeping  systems. 

In  Fiscal  Year  1981,    it  is  estimated  that  6  person  years  of 
effort,   at  a  cost  of  $184,208,   were  used  to  develop,   review  and 
promulgate  regulations  for  these  programs.     Except  for  the 
Administration  for  Native  American's  estimate  of  5  person  hours 
at  $15,270,   there  is  no  reasonably  accurate  data  to  estimate  FY 
1981  enforcement  and  implementation  costs. 

In  Fiscal  Year  1982,   it  is  estimated  that  8  person  years  of 
effort  at  a  cost  of  $268,500  will  be  needed  to  develop,  review 
and  promulgate  regulations.     Again,   except  for  Administration 
for  Native  American's  stimate  of   .5  person  hours  at  $16,000, 
there  is  no  reasonably  accurate  date  to  estimate  FY  1982 
enforcement  and  implementation  costs. 

By  Fiscal  Year  1983,   it  is  expected  that  all  regulations  for 
these  programs  will  be  in  place  with  the  possible  exception  of 
regulations  for  the  Head  Start  program.     Since  a  major  revision 
of  these  rules  is  being  undertaken,   some  activity  to  develop, 
review  and  promulgate  regulations  may  occur  in  the  first  quarter 
cf  FY  1983.     If  so,   it  is  estimated  that  1.5  person  years  of 
effort  costing  $48,000  would  be  needed.     Two  of  the  programs 
(Administration  for  Native  Americans  and  Child  Abuse  and 
Neglect)   estimate  a  total  of   .75  person  years  of  effort  at  a 
cost  of  $24,000  may  be  needed  to  implement  regulations  for  this 
fiscal  year.     Reasonably  accurate  data  for  other  programs  was 
not  available. 

These  figures  are  based  on  a  narrow  definition  of  "regulatory 
activities"  and  do  not  include  costs  for  program  development  or 
program  performance  activities.     In  some  instances,    they  include 
travel  and  printing  costs. 
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ADMINISTRATION  FOR  CHILDREN,   YOUTH  AND  FAMILIES 


Head  Start 

Child  Abuse 
&  Neglect 

Runaway  & 
Homeless 
Youth 


1982 
Estimate 

$911, 700 ,000 
6 , 720 ,000 

10 ,514,000 
928,934,000 


19  8  3 
Estimate 

$912,000 ,000 
4,620,000 

6,600,000 
923, 220 ,000 


Increase  or 
Decrease 

+  $  300  ,  000 
-2, 100 ,000 

-3,914 ,000 
-5, 714,000 


General  Statement 

The  Administration  for  Children,  Youth  and  Families 
supports  programs  and  activities  designed  to  improve 
the  quality  of  life  for  children,  youth,   and  their 
families.     Primary  emphasis  is  on  meeting  the  develop- 
mental needs  of  preschool  children  from  low  income 
families  and  developing  better  services  for  vulnerable 
children  and  youth,  particularly  children  who  are 
abused  or  neglected  and  youth  who  are  runaways  or 
homeless . 
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Head  Start 

Authorizing  legislation  -  The  Head  Start  Act,  as  con- 
tained in  the  Omnibus  Budget  Reconciliation  Act  of  1981. 
(P.L.  97-35) 

1982  1983  Estimate   Increase 

Current  Budget  or 

Estimate  Authorization  Authority  Decrease 

$911,700,000       $1,007,000,000     $912,000,000  +$300,000 

Purpose  and  method  of  operations  —  Head  Start  provides 
comprehensive  developmental   services  designed  to  improve 
the  quality  of  life  for  children  and  their  families. 
Intended  primarily  for  preschoolers  from  low  income 
families,  the  program  seeks  to  foster  the  development 
of  children  and  to  enable  them  to  deal  more  effective- 
ly with  both  their  present  environment  and  later 
responsibilities  in  school  and  community  life.  Head 
Start  programs  emphasize  cognitive  and  language  devel- 
opment, socioemotional  development,  physical  and  mental 
health,  and  parent  involvement  to  enable  each  child  to 
develop  and  function  at  his  or  her  highest  potential. 
At  least  ten  percent  of  enrollment  opportunities  in 
each  State  are  made  available  to  handicapped  children. 

Since  its  inception  in  1965,  Head  Start  has  provided 
physical,  dental,  and  mental  health,  educational, 
nutritional  and  social  services  to  over  8  million 
children  and  their  families  throughout  the  United 
States  and  its  Territories.     In  1982,  supported  by  a 
budget  of  $911,700,000,  some  377,300  children, 
including  more  than  37,700  handicapped  children, 
participated  in  Head  Start.     Approximately  20%  of  the 
nation's  three  to  five  year  old  children  living  in 
poverty  are  served.     Head  Start  services  are  provided 
through  a  nationwide  network  of  1260  grantees,  serving 
approximately  2000  communities.     The  program  employs 
approximately  73,200  persons  in  these  communities,  25% 
of  whom  are  parents  of  current  or  former  Head  Start 
children.     Head  Start  provides,  a  variety  of  learning  expe 
ences  that  lay  the  framework  for  success  in  elementary 
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school,  Head  Start  children  receive  comprehensive  health 
services,   including  immunizations  and  physical  and 
dental  exams  and  treatment,  and  hot  meals  to  help  meet 
daily  nutritional  needs.   The  Head  Start  program  also 
emphasizes  significant  involvement  of  the  children's 
parent  in  their  early  childhood  development.  Technical 
assistance  and  training  activities  are  provided  to 
local  program  staff  to  enhance  the  quality  and  effec- 
tiveness of  the  services  offered.     Head  Start  also 
conducts  research  and  demonstration  activities,  such 
as  developing  and  testing  methods  of  delivery  of  family 
oriented  child  development  services  using  linkages  with 
other  community  resources. 

Grants  to  carry  out  Head  Start  full  year  and  summer 
programs  are  awarded  to  public  and  private  non-profit 
agencies.     Head  Start's  legislation  includes  a  formula 
which  determines  basic  state  allocations.     The  two 
factors  in  the  formula  are  the  relative  number  of  poor 
children  and  the  number  of  recipients  of  Aid  to  Families 
with  Dependent  Children  in  each  State  as  compared  to 
all  States.      Grants,  cooperative  agreements  and  con- 
tracts are  awarded  in  the  areas  of  research,  demon- 
stration, technical  assistance  and  evaluation. 


Rationale  for  the  Budget  Request  —  The  1983  budget 
level  of  $912,000,000  will  provide  direct  comprehensive 
child  development  services  to  377,300  preschool  children 
and  their  families,  while  maintaining  current  levels  of 
s-erv  ice . 

FY  1982  FY  1983  Increase 


Local  Head 

Start 
Projects 

(Indian  and 
Migrant) 

( Handicapped 
Services) 

Evaluation 


$872,000  ,000 


$877,000,000 

(66,900,000) 
(44,700,000) 
2,200,000 


$+5,000,000 

(+5,000,000) 
(+  200,000) 
-  500,000 


(61  ,900  ,000  ) 
(44  ,5C0  ,000  ) 
2,700,000 


Research  and  9,600,000 
Demonstration 


5  ,  400  ,000 


-4  ,  200  ,  000 
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Training  and 
Technical 
Assistance 


25,000,000 


25  ,000  ,000 


Special 
Handicapped 
Projects 


2,400,000 


2  ,400  ,000 


Total 


$911,700,000 


$912  ,000  ,000 


+  $300  ,000 


In  1983,   total  funding  for  local  Head  Start  projects 
will  be  increased  by  $5,000,000  above  the  amount 
provided  in  1982.     Funds  ($5,000,000)  which  formerly 
had  been  used  for  research,  demonstration  and  evaluation 
activities  will  be  redirected  to  provide  a  legislative- 
ly mandated  cost  of  living  increase  for  Indian  and 
migrant  projects.     This  will  enable  Indian  and  migrant 
projects,  which  serve  communities  facing  extreme 
problems  of  poverty  and  having  few  alternative  resources, 
to  fully  offset  higher  operating  costs  due  to  inflation 
and  to  provide  salary  increases  to  local  staff. 

Projects  in  the  States  will  continue  to  be  fully  funded 
at  1982  levels.     Local  projects  will  take  steps  to 
achieve  various  economies  and  effeciencies  so  that  they 
can  meet  the  higher  operating  expenses  that  will  result 
from  inflation  and  provide  salary  increases.  There 
are  also  projects  in  which  per  child  costs  are  consi- 
derably higher  than  in  similiar  projects.     By  a  syste- 
matic examination  of  the  reasons  for  these  differences, 
high  cost  programs  may  identify  a  number  of  ways  in 
which  they  can  operate  more  efficiently.  Personnel 
expenses  account  for  three  fourths  of  Head  Start  costs. 
By  assessing  the  reasonableness  of  existing  staffing 
patterns,  some  projects  may  identify  personnel  savings 
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which  can  be  made  without  impairing  essential  areas  of 
program  quality.     In  addition  to  making  more  effective 
use  of  existing  Federal  funds,   projects  will  be  encourag 
to  build  upon  the  traditionally  strong  support  local 
organizations  and  volunteers  provide  to  Head  Start. 
Through  steps  such  as  these,  national   levels  of  enroll- 
ment and  current  program  quality  will  be  maintained. 

FY  1982  FY  19  8  3 

Children  in  Head  Start  377,300  377,300 
Projects 

Average  Cost  per  Child  $  2,311  $  2,324 

Number  of  Classrooms  20,130  20,130 

In  1933,  there  will  be  continued  emphasis  on  enrolling 
children  with  handicaps,  including  those  with  severe 
or  multiple  handicaps.     At  least  ten  percent  of  Head 
Start  enrollment,  or  37,700  enrollees,  will  be  handi- 
capped children.     Local  programs  will  continue  to 
receive  special   support  to  aid  their  efforts  to  indi- 
vidualize services  and  meet  the  unique  developmental 
needs  of  each  handicapped  child. 

It  is  estimated  that  the  following  numbers  of  staff  and 
volunteers  will   participate  in  Head  Start  projects  in 
FY  1983. 

FY  1982  FY  1983 

Number  of  Staff  73,200  73,200 

Volunteers  494,300  494,300 

In  addition  to  local  program  operations,  Head  Start 
will  continue  a  number  of  training,  research,  demonstra- 
tion and  evaluation  intiatives  in  FY  1982: 

0      ;  Training  and  technical  assistance.     A  variety  of 
training  and  technical  assistance  activities  will 
- be^  directed  toward  assisting  local  projects  in 
meeting   program  performance   standards  in  component 
areas  such  as  education,  social   services,  parent 
involvement,  and  health  services.     Services  will 
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be  delivered  primarily  through  a  network  of  state 
wide  grantees  representative  of  and  accountable  to 
local  Head  Start  projects.     These  training  and 
technical  assistance  providers  will  focus  on 
aiding  local  projects  in  the  identification  and 
correction  of  both  programmatic  and  management 
deficiences;  continuing  the  Child  Development 
Associate/Head  Start  Supplementary  Training 
activities  aimed  at  improving  the  competence  of 
classroom  staff;  assisting  local  programs  in 
effecting  linkages  with  other  child  and  family 
service  agencies;  and  providing  support  to 
grantees  for  the  provision  of  services  to  children 
with  special  needs. 

Research  and  Demonstration    A  number  of  demonstra- 
tion and  technology  transfer  projects  begun  in  1982 
will  be  continued  in  1983.     These  projects  are 
designed  to  strengthen  linkages  between  Head  Start 
programs  and  other  public,  private  and  voluntary 
agencies  in  the  same  communities  in  the  areas  of 
health  services,  education  and  social  services. 
Child  and  Family  Demonstration  projects  will  also 
be  continued.     These  projects  will  identify,  re- 
fine and  test  approaches  to  community  focused 
child  development  activities  that  lend  themselves  to 
ongoing  local  support.     The  ultimate  goal  of  this 
effort  is  to  develop  and  transfer  effective  techno- 
logies to  the  local  Head  Start  and  child  care 
communities. 

Evaluation    An  evaluation  project  which  is 
developing  measures  for  assessing  the  effects 
of  Head  Start  on  children  will  be  continued  in 
FY  1983.     Also  continued  will  be  a  project  to 
collect  and  assess  data  on  the  services  actually 
provided  by  local  Head  Start  projects.     This  data 
enables  local  and  Federal  managers  to  identify 
areas  where  performance  improvements  are  needed 
and  to  report  to  Congress  on  the  delivery  of 
services  to  handicapped  children. 
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Child  Abuse  and  Neglect 

Child  Abuse  Prevention  and  Treatment  and  Adoption 
Reform  Act  of  19  74,  Title  I,   as  amended. 


1982   1983  Estimate   Increase 

Current  Budget  or 

Estimate  Authorization     Authority  Decrease 

$6,720,000  $7,000,000  $4,620,000  -$2,100,000 

Purpose  and  Method  of  Operation  --  The  purpose  of  the 
Child  Abuse  Program  is  to  assist  States   to  improve-  and 
increase  activities  for  the  prevention  and  treatment 
of  child  abuse  through  state  grants.     These  grants  to 
improve  services  are  made  directly  to  eligible  States 
according  to  a  formula  based  on  each  state's  number 
of  children  under  the  age  of  18. 

Rationale  for  the  Budget  Request  —  The  FY  19  8  3  request 
is  for  $4,620,000.     The  recently  completed  National 
Study  of  the  Incidence  and  Severity  of  Child  Abuse  and 
Neglect  projects  an  incidence  rate  of  approximately 
one  million  children  who  are  seriously  abused  or  ne- 
glected in  this  country  each  year.     The  numbers  of 
these  children  who  are  reported  to  public  child  pro- 
tection agencies  for  investigation  and  child  protective 
action  continues  to  increase,  with  the  rate  of  sub- 
stantiated cases  increasing  over  17  percent  in  the 
last  two  reporting  years.     The  Federal  role,   to  be  as 
a  catalyst  in  assisting  States  to  initiate  and  improve 
prevention  and  treatment  programs,   continues  to  be 
important  through  the  dissemination  of  information  and 
technical  assistance  to  the  states. 


The  decrease  of  $2,100,000  from  the  amount  currently 
available  in  1982  is  consistent  with  the  President's 
budget  policy  to  reduce  Federal  spending. 
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Runaway  and  Homeless  Youth  Program 

Juvenile  Justice  and  Delinquency  Prevention  Act  of 
19  74,  Title  III,  as  amended. 


FY  1982  19  8  3  Estimate  Increase 

Current  Budget  or 

Estimate  Authorization    Authority  Decrease 


$10,514,000  $25,000,000         $6,600,000  -$3,914,000 


Purpose  and  Method  of  Operation 

The  purpose  of  the  Runaway  and  Homeless  Youth  Program 
is  to  provide  support  to  local  and  State  governments, 
non-profit  agencies,   and  coordinated  networks  of 
these  agencies  to  develop  or  strengthen  community- 
based  facilities  to  deal  with  the  immediate  needs  of 
runaway  and  homeless  youth  and  their  families  in  a 
manner  which  is  outside  of  the  law  enforcement  struc- 
ture and  the  juvenile  justice  system. 

Funds  for  the  support  of  runaway  and  homeless  youth 
centers  are  allocated  to  the  states  on  the  basis  of 
the  youth  population  under  age  18  in  each  state  as 
compared  with  the  total  youth  population  in  all 
states.     Grants  are  awarded  on  the  basis  of  competitve 
review  of  applications  within  each  State.     The  centers 
are  diversified  as  to  geographic  location  and  size. 

The  statute  also  authorizes  grants  for  a  national 
communication  system  to  assist  runaway  and  homeless 
youth  in  communicating  with  their  families  and  with 
youth  service  providers. 


Rationale  for  the  Budget  Request 

There  are  an  estimated  733,000  youth  who  either  run 
away  or  are  pushed  out  of  their  home  every  year. 
About  25  percent  of  all  youth  served  by  the  facilities 
funded  by  this  program  are  homeless  and  cannot  be 
reunited  with  their  families.     A  major  thrust  of  the 
program  is  the  reunification  of  runaway  or  homeless 
youth  with  their  families  or  to  provide  placement  in 
appropriate  alternative  living  situations. 
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The  Fiscal  Year  19  8  3  budget  request  will  allow  for  the 
continued  support  of  community-based  centers,  which 
provide  temporary  shelter,   counseling  and  aftercare 
services,   and  are  designed  to  address   the  immediate 
needs  of  youth  while  they  are  away  from  home  and  to 
provide  individual  and  family  counseling  and  other 
assistance  required  to  resolve  intrafamily  problems 
and  to  strengthen  family  relationships.  Additionally, 
both  directly  and  through  linkages  with  other  social 
services  agencies,   the  centers  provide  other  services 
such  as  medical,  mental  health,  education,   legal,  and 
employment  services  geared  to  the  needs  of  the  indi- 
vidual clients  served. 

The  reduction  of  $3,914,000  from  the  amount  currently 
available  in  1982  is  consistent  with  the  President's 
budget  policy  to  reduce  Federal  spending. 

In  Fiscal  Year  1982,   approximately  42,500  youth  will 
be  served  on  an  ongoing  basis  in  the  runaway  and  home- 
less youth  centers  and  another  400,000  youth  and  fam- 
ilies will  be  served  on  a  one-time  basis. 


FY  19  82 

Number  of  Number 

Centers        Served  Amount 

Runaway  or  Homeless 
Youth  Centers  165  42,500  $10,254,000 

National  Toll-Free 
Communication  System  1  200,000  260 ,000 

$10,514,000 


FY  19  8  3 

Runaway  or  Homeless 
Youth  Centers  *  *  $6,600,000 

$6,600,000 


Statistical  data  profiling  clients  served  will  continue 
to  be  collected  and  used  to  increase  the  Department  of 
Health  and  Human  Services'  knowledge  base  on  the  needs 
and  problems  of  these  vulnerable  youth  and  their 


*To  be  determined  based  on  review  of  applicants 
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families.  These  statistical  data  provide  information 
on  the  demographic  characteristics  of  youth;  problems 
experienced  by  these  youth;  the  nature  of  their  family 
situations,  the  services  provided  them  by  runaway  and 
homeless  youth  centers;  and  their  living  arrangements 
after  they  terminate  center  services. 
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ADMINISTRATION  CN  AGING 

1982  1983  Increase 

Current  or 

Estimate  Estimate  Decrease 

State  and  Area  Agency 

Activities  1/  $  21,673,000  $  19,928,000      $  -1,745,000 

Supportive  Services  and 

Senior  Centers  1/           240,869,000  216,199,000  -24,670,000 

Nutrition  Services  1/ 

Congregate  Nutrition 

Services                        286,749,000  258,133,000  -28,616,000 

Home-delivered 

Nutrition  Services...    57,350,000  48,142,000  -9,208,000 

USDA  Transfer                   93,200*000  2/    84,022,000       -  9,178,000 

Subtotal                        437,299,000  390,297,000  -47,002,000 

Grants  to  Indian 

Tribes                                5,735,000  5,252,000  -483,000 

Training,  Research  and 
Discretionary  Projects 

and  Programs  22,175,000  .      20,307,000  -1,868,000 

Federal  Council  on 

Aging,                                      191,000  175,000  -16,000 

National  Clearinghouse        1,721,000    -1,721,000 

on  Aging       

TOTAL  $729,663,000  $652,158,000  $-77,505,000 


1/  Up  to  8.5%  of  the  funds  requested  for  Supportive  Services  and 
Senior  Centers  and  Nutrition  Services  may  be  used  for  Area  Agency 
Activities. 

2/    $93,022,000  available  in  FY  1982  funding  from  the  Department  of 
Agriculture;  the  FY  1983  request  proposes  discontinuing  the  separate 
Agriculture  funding  and  including  a  comparable  amount  in  this  Admini 
tration  on  Aging  budget. 
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General  Statement 

Under  the  mandate  of  the  Older  Americans  Act,  Congress  has 
directed  the  Administration  on  Aging  to  provide  leadership  and  as- 
sistance in  helping  meet  the  goals  established  by  the  Act.  The 
principal  goal  is  to  assure  that  older  Americans  have  the  opportu- 
nity to  live  independent,  meaningful,  and  dignified  lives  in  their 
own  homes  and  communities  to  the  extent  possible. 

As  stated  in  Title  II  of  the  Older  Americans  Act,  the  Administra- 
tion on  Aging's  mission  is  to  serve  as  an  advocate  for  the  elder- 
ly through  the  review  of  Federal  policies  and  activities  in  order 
to  more  effectively  mobilize  and  coordinate  resources  to  serve 
older  persons.    Basic  to  the  agency's  mission  is  the  charge  to  co- 
ordinate and  to  plan  for  a  network  of  comprehensive  services  and 
opportunities  for  older  individuals. 

The  Administration  on  Aging  carries  out  its  mission  through: 

.    Grants  for  State  and  Community  Programs  on  Aging  -  Title  III 
authorizes  support  for  the  development  of  a  system  of  commu- 
nity-based supportive  and  nutrition  services  planned  and  co- 
ordinated by  the  state  and  area  agencies  on  aging.  These 
agencies  seek  to  remove  individual  and  social  barriers  to 
economic  and  personal  independence  for  older  persons  and  to 
assist  the  family  and  the  community  in  providing  appropriate 
care  for  their  vulnerable  elderly. 

.    Training,  Research,  and  Discretionary  Projects  and  Programs  - 
The  Administration  on  Aging's  discretionary  grants  program, 
authorized  in  Title  IV  of  the  Older  Americans  Act,  supports 
efforts  in  training,  education,  research,  and  demonstrations 
which  add  to  needed  knowledge  to  improve  program  effective- 
ness and  efficiency.    The  major  activities  undertaken  in  each 
of  the  Title  TV  program  areas  are  designed  to  develop  and  dis- 
seminate knowledge  to  assist  decision  makers  and  service  pro- 
viders in  addressing  issues  concerning  older  persons. 

.    Grants  to  Indian  Tribes  -  In  an  effort  to  address  the  needs 
of  elderly  Native  Americans  for  supportive  and  nutrition  ser- 
vices, Congress  enacted  Title  VT  as  part  of  the  1978  Amend- 
ments to  the  Older  Americans  Act.    Under  Title  VI,  the  Admin- 
istration on  Aging  funds  grants  to  eligible  Indian  tribes  and 
tribal  organizations  to  promote  the  delivery  of  services  that 
are  comparable  to  services  provided  under  Title  III  by  state 
and  area  agencies  on  aging. 
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State  and  Area  Agency  Activities 

Authorizing  legislation  -  Section  303  of  the  Older  Americans  Act 
of  1965,  as  Amended: 

1982   1983    Estimate   Increase  or 

Current  Budget 

Estimate           Authorization  Authority  Decrease 

$21,763,000  1/          Indefinite  $19,928,000  1/  $-1,745,000 


1/  No  funding  is  requested  for  Area  Agency  Activities  in  this 
section.  Up  to  8.5%  of  the  funds  requested  for  Supportive 
Services  and  Senior  Centers,  and  Nutrition  Services  may  be 
used  for  Area  Agency  Activities. 

Purpose  and  Method  of  Operation  -  Federal  funds  are  awarded  to  each 
state  with  an  approved  state  plan  on  aging  under  Title  III.  Funds 
are  distributed  according  to  the  formula  prescribed  in  Section  308 
of  the  Older  Americans  Act.    The  formula  calls  for  distribution  of 
funds  based  on  the  proportion  of  the  population  of  persons  60 
years  of  age  and  older  in  the  states.    Further,  the  formula  man- 
dates that  no  state  shall  receive  less  than  the  greater  of  one-half 
of  one  percent  of  the  funds  awarded  or  $300,000  and  the  greater  of 
one  fourth  of  one  percent  or  $75,000  in  the  cases  of  American 
Samoa,  Guam,  the  Northern  Mariana  Islands,  the  Trust  Territories 
of  the  Pacific  Islands  and  the  Virgin  Islands.    Each  state  is  to 
receive  at  least  the  amounts  that  it  received  in  FY  1975. 

Grants  for  State  Agency  Activities  provide  administrative  capacity 
for  state  agencies  to: 

.    analyze  the  needs  of  older  persons  within  their  jurisdic- 
tion; 

.    coordinate  state  and  areawide  planning  and  program  develop- 
ment for  older  persons  within  their  jurisdiction; 

.    formulate,  revise,  and  administer  2,  3,  or  4-year  plans 
which  identify  the  problems  of  the  elderly  within  their 
jurisdiction  and  the  resources  available  to  address  these 
problems; 

.    evaluate  activities  carried  out  under  the  plan; 

.    develop  comprehensive,  coordinated  systems  of  services 
for  older  persons  within  the  planning  and  service  area; 

.    serve  as  advocates  on  behalf  of  the  elderly  and  encourage 
public  and  private  agencies  to  improve  and  strengthen 
their  policies  and  to  increase  resource  commitments  on 
behalf  of  the  elderly; 
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.    provide  short-term  training  to  personnel  of  public  or  non- 
profit private  agencies  and  organizations  engaged  in  the 
operation  of  programs  authorized  by  the  Older  Americans 
Act; 

.    provide  technical  assistance  to  and  monitor  programs  serv- 
ing older  people  and  service  providers;  and 

establish  advisory  councils. 

Activities  at  the  state  level  will  also  include: 

.    determination  of  the  planning  and  service  areas  in  the 
state,  designation  of  area  agencies,  approval  of  area 
plans,  and  establishment  of  intra-state  funding  formulae 
for  all  planning  and  service  areas. 

.    evaluation  of  the  need  for  supportive  services,  multipur- 
pose senior  centers,  and  nutrition  services  within  the 
state  the  determination  of  the  extent  to  which  existing 
private  or  public  programs  meet  such  needs; 

.    implementation  of  methods  necessary  for  the  proper  and  ef- 
ficient administration  of  the  state  plan; 

.    demonstration  projects  of  statewide  significance  relating 
to  the  initiation,  expansion,  or  improvement  of  services; 

implementation  of  fiscal  control  and  accounting  procedures 
required  for  proper  disbursement,  accounting  and  manage- 
ment of  funds  received  under  the  authorization  of  the  Older 
Americans  Act;  and 

.    operation  of  an  effective  long-term  care  ombudsman  program. 

Activities  conducted  by  area  agencies  include: 

.    analyses  of  the  needs  of  older  persons  within  their  juris- 
diction; 

.    coordination  and  planning  of  program  development  for  older 
persons; 

.    formulation  and  implementation  of  2,  3,  or  4-year  plans 
which  identify  priority  needs  of  older  persons  in  the  area, 
and  describe  how  resources  will  be  used  to  meet  these 
needs; 
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.    development  of  a  comprehensive  coordinated  system  of  care 
and  services  for  the  elderly  in  the  planning  and  service 
area  including  leadership  and  developmental  activities; 

.    advocacy  on  behalf  of  the  elderly  through  interagency 

agreements  and  joint  activities  to  improve  public  and  pri- 
vate response  to  the  needs  of  older  people; 

technical  assistance  to,  and  monitoring  of  programs  serv- 
ing older  people  and  service  providers;  and 

.    evaluation  of  activities  carried  out  under  the  plan. 

Grants  to  states  for  State  Agency  Activities  may  pay  up  to  75  per- 
cent of  the  cost  of  the  administration  of  the  state  plan.    Up  to 
8.5%  of  Supportive  Services  and  Senior  Centers  funds,  and  Nutri- 
tion Services  funds,  may  pay  up  to  75%  of  the  cost  of  administer- 
ing the  state-approved  area  plans. 

Rationale  for  the  Budget  Request  -  Consistent  with  Human  Develop- 
ment Services  policy  to  promote  the  effective  and  efficient  ad- 
ministration of  community  based,  coordinated  service  systems,  the 
1983  request  will  support  grants  to  state  agencies.    These  funds 
are  used  to  upgrade  the  competency  of  state  and  area  agency  opera- 
tions and  contribute  to  the  improvements  of  services  to  the  elder- 
ly, especially  those  in  need.    The  funds  also  assist  these  agen- 
cies in  carrying  out  their  planning,  coordination,  evaluation, 
service  development,  funding,  and  overall  leadership  responsibili- 
ties. 

The  decrease  of  $1,745,000  from  the  amount  currently  available  in 
FY  1982  is  consistent  with  the  President's  budget  policy  to  reduce 
federal  spending.    The  funds  requested  will  allow  for  an  average 
administrative  staff  at  the  state  agency  level  of  16  employees. 
The  Administration  on  Aging  estimates  that  this  funding  reduction 
could  result  in  an  average  of  three  fewer  state  agency  staff  per 
state.    Efforts  will  continue  to  help  encourage  states  to  attract 
other  resources  to  continue  current  staffing  levels. 


FY  1982 


FY  1983 


State  Agencies  (#) 


57 


57 


Average  Staff 
per  State  Agency 


19 


16 


Participants: 


Average  Number  of 
Elderly  per  Area 
Agency 


55,544 


56,706 


93-481    0—82  24 
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FY  1982  FY  1983 

Minority  18%  18% 

Low- income  54%  54% 

Number  of  Service 
Providers  (Average 

per  Area  Agency)  35  35 

Area  Agencies  (#)  670  670 
Volunteer  Staff  per 

Planning  and  Service  Area  507  507 
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Supportive  Services  And  Senior  Centers 

Authorizing  legislation  -  Section  303(a)  of  the  Older  Americans 
Act  of  1965,  as  amended: 

1982   1983  Estimate   Increase  or 

Current  Budget 

Estimate  Authorization  Authority  Decrease 

$240,869,000  1/    $327,400,000  $216,199,000  1/  $-24,670,000 

1/  Up  to  8.5  percent  of  these  funds  may  be  used  for  Area 
Agency  Activities. 

Purpose  and  method  of  operation  -  Funds  under  this  program  are 
awarded  by  formula  grant  to  each  state  with  a  plan  approved  by  the 
Administration  on  Aging.    The  formula  calls  for  the  distribution 
of  funds  based  on  the  proportion  of  the  population  60  years  of 
age  or  older  in  the  state.    Further,  the  formula  mandates  that 
each  state  receive  at  least  one-half  of  one  percent  of  the  funds 
awarded;  that  Guam,  the  Trust  Territories  of  the  Pacific  Islands 
and  the  Virgin  Islands  receive  at  least  one-fourth  of  one  percent; 
and  that  American  Samoa  and  the  Northern  Mariana  Islands  receive 
at  least  one-sixteenth  of  one  percent.    Each  state  is  to  receive 
at  least  the  amount  that  it  received  in  1978. 

These  funds  pay  up  to  85  percent  of  the  cost  of  operating  and  es- 
tablishing supportive  services  including  multi-purpose  senior  cen- 
ters.   State  agencies  on  aging  make  awards  to  area  agencies  on 
aging  on  the  basis  of  state-approved  area  plans  and  intra-state 
funding  formulae.    Area  agencies  provide  a  network  of  community 
services  including: 

.  access  services  (transportation,  outreach,  and  information 
and  referral) ; 

.  in-home  services  (homemaker,  home  health  aide,  visiting  and 
telephone  reassurance  and  chore  maintenance) ; 

.  community  and  neighborhood  services  (legal  services,  residen- 
tial repair  and  renovation,  acquisition,  alteration  and  reno- 
vation of  facilities  to  serve  as  multi-purpose  senior  cen- 
ters, and  any  other  services  which  are  designed  to  meet  the 
unique  needs  of  older  individuals  including  health  related 
services,  education  and  training  services,  employment  servi- 
ces, crime  prevention  services,  physical  fitness  programs, 
individual  needs  assessment  and  service  management,  and  day 
care) ;  and 

.  services  to  residents  of  care  providing  facilities  (services 
of  an  ombudsman  at  the  state  level  to  receive,  investigate, 
and  act  on  complaints  by  older  individuals  who  are  residents 
of  long-term  care  facilities  and  to  advocate  on  behalf  of 
such  individuals;  and  other  services  to  residents  of  care 
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68 

providing  facilities  such  as  case  work,  counseling,  placement 
and  relocation  assistance,  and  group  services) . 

At  the  area  agency  level,  an  adequate  proportion  of  the  funds 
available  for  supportive  services  must  be  used  for  priority  servi- 
ces: access,  in-home,  and  legal  services. 

Area  agencies  must  give  special  emphasis  to  the  provision  of  servi- 
ces to  the  socially  or  economically  needy  elderly.    These  agencies 
must  also  assure  that  appropriate  outreach  and  counseling  servi- 
ces are  available  to  older  persons  with  limited  English  speaking 
ability. 

A  State  may  elect  to  transfer  up  to  20  percent  of  the  funds  appro- 
priated between  Supportive  Services  and  Senior  Centers  and  Nutri- 
tion Services  for  use  as  the  State  considers  appropriate. 

Rationale  for  the  Budget  Request  -  Consistent  with  Human  Develop- 
ment Services  policy  to  assure  that  services,  or  other  appropria- 
ted alternatives  are  available  to  those  older  persons  most  in 
need,  the  1983  request  of  $216,199,000  for  Supportive  Services 
and  Senior  Centers  will  provide  the  capacity  to  build  linkages  to 
service  providers  for  improved  service  coordination  and  more  ef- 
fective utilization  of  available  resources.    Services  funds  will 
provide  the  footing  on  which  to  investigate  new  approaches  and 
improve  current  partnerships  with  the  private  sector. 

The  decrease  of  $24,670,000  from  the  amount  currently  available 
in  Fiscal  Year  1982  is  consistent  with  the  President's  budget 
policy  to  reduce  federal  spending.    A  range  of  program  strategies 
has  been  developed  to  offset  the  effects  of  inflation  and  the 
proposed  reduction  in  funds.    Funds  generated  will  enable  states 
and  communities  to  continue  current  service  levels,  to  the  extent 
possible.    One  such  strategy  is  the  limit  in  the  set-aside  of 
Title  III-B  funds  in  support  of  evaluation  activities  and 
distribution  of  these  funds  to  all  states  rather  than  through  the 
re-allotment  process  at  the  end  of  the  fiscal  year. 

In  order  to  prevent  unnecessary  institutional  placement,  older  per- 
sons, and  to  a  certain  extent  their  families,  must  be  provided  a 
variety  of  services  and/or  other  appropriate  alternatives  to  meet 
their  particular  needs.    These  services  typically  consist  of:  ac- 
cess services,  services  in  the  home,  and  community-based  services. 
Other  alternatives  consist  of  indirect  services  such  as  use  of  lo- 
cal governmental  mechanisms  to  develop  community  policies  in  zon- 
ing tax  relief,  real  estate  development,  etc.,  which  will  bring 
benefits  to  older  persons. 

ACCESS  SERVICES 


Access  services  link  older  persons  to  other  resources. 
Services  in  this  category  are  designed  to  enable  the  elderly 
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to  take  advantage  of  resources  and  benefits  to  which  they  are 
entitled  but  which  may  not  be  accessible.  In  some  cases,  ac- 
cess is  impeded  simply  because  the  prospective  beneficiaries 
dc  not  know  that  services  are  available.  Both  information 
and  referral,  and  outreach  activities  help  increase  awareness 
about  the  benefits  and  services  offered  in  different  communi- 
ties and  how  to  secure  those  benefits/services. 

In  addition  to  knowledge  barriers  which  information  and  re- 
ferral and  outreach  help  overcome,  access  to  services  can 
also  be  impeded  by  distance,  by  lack  of  transportation,  and 
in  some  cases,  by  fear  of  going  out  alone.  Transportation 
activities  are  valuable  linking  services. 

For  access  services,  it  is  estimated  that  the  total  annual  person 
units  of  service  1/  will  be  as  follows: 

FY  1982  FY  1983 


Transportation  1,738,000  1,546,000 

Information  and 

Referral  3,919,000  3,482,000 

Outreach  1,340,000  1,192,000 

V  Person  units  of  service  does  not  represent  individuals  ser- 
ved, but  indicates  the.  number  of  times  a  service  is  provided. 

IN-HOME  SERVICES 

Services  in  the  home  are  provided  to  impaired  elderly  persons 
who  cannot  leave  their  residences  to  obtain  help  or  whose  im- 
pair ements  are  such  that  they  need  assistance  in  remaining  in 
their  homes  i.e.,  in  avoiding  institutionalization.  Homema- 
ker  services,  shopping,  friendly  visiting,  telephone  reassur- 
ance, and  chore  maintenance  are  examples  of  in-home  services. 

An  estimated  493,000  units  of  in-home  services  will  be  supported, 
as  compared  to  555,000  in  fiscal  year  1982. 

COMMUNITY-BASED  SERVICES 

The  majority  of  older  persons  are  healthy,  active,  and  fully 
capable  of  taking  an  active  part  in  their  communities.  Yet, 
even  these  active  older  individuals  may  need  services  to  help 
overcome  particular  problems.    Community-based  services  are 
targeted  towards  these  older  persons.    Services  in  this 
category  include,  but  are  not  limited  to,  legal  services,  tax 
and  financial  assistance,  health  screening,  and  physical  fit- 
ness.   Development  of  senior  center  facilities  is  also  in 
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this  category  of  services.    The  most  distinctive  feature  of 
activities  in  the  "community-based"  category  is  that  they  are 
focused  on  the  needs  of  older  persons  who  are  capable  of  leav- 
ing their  places  of  residence  to  obtain  help  to  resolve  one. 
or  more  problems.    Such  persons  may  need  to  draw  on  the  "link- 
age" services  discussed  above  but  they  are  able  to  go  out 
into  the  community  to  secure  problem-solving  assistance. 

Services  in  the  community  and  neighborhood  include  legal  services 
which  are  estimated  as  follows: 

FY  1982  FY  1983 

Legal  Services  (person  units  of  service)     292,000  260,000 

SERVICES  TO  RESIDENTS  OF  CARE-PROVIDING  FACILITIES 

Services  are  also  provided  to  residents  of  care-providing  fa- 
cilities.   These  focus  on  those  individuals  whose  impairments 
preclude  their  remaining  in  their  homes.    The  institution 
itself  provides  the  bulk  of  the  services  these  older  persons 
receive.    Yet  there  are  some  specialized  services  which  only 
agencies  outside  the  institution  should  render,  e.g.,  legal 
services,  grievance  resolution,  and  visiting,  as  well  as  other 
services  which  can  effectively  complement  the  efforts  of  ins- 
titutions. 

Services  to  residents  of  care  providing  facilities  will  include 
the  long-term  care  ombudsman  program  mandated  by  Section  307(a) 
(12).    On  an  average,  states  will  sperd  $52,000  for  this  program, 
allowing  states  to  support  mechanisms  to  handle  the  complaint  case 
load. 
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Nutrition  Services 

Authorizing  legislation  -  Section  303(b)  of  the  Older  Americans 
Act  of  1965,  as  amended: 

1982   1983  Estimate   Increase  or 

Current  Budget 

Estimate  Authorization    Authority  Decrease 

Total        $437,299,000  1/    $505,600,000      $390,297,000  $-47,002,000 

Congregate 
Nutrition 

Services  (286,749,000)        (341,400,000)     (258,133,000)  (-28,616,000) 

Home-del ivered 
Nutrition 

Services  (  57,350,000)        (  64,200,000)     (  48,142,000)    (-  9,208,000) 

Commodities 
or  Cash  in 
Lieu  of 

Program     (  93,200,000)  (100,000,000)     (84,022,000)    (  -9,178,000) 

1/    Up  to  8.5  percent  of  these  funds  may  be  used  for  Area 
Agency  Activities. 

Purpose  and  method  of  operation  -  Funds  under  this  program  are 
awarded  by  formula  grants  to  each  state  with  a  state  plan  approved 
by  the  Administration  on  Aging.    The  formula  calls  for  the  distri- 
bution of  funds  based  on  the  proportion  of  the  population  60  years 
of  age  or  older  in  the  state.    Further,  the  formula  mandates  that 
each  state  receive  at  least  one-half  of  one  percent  of  the  funds 
awarded;  that  Guam,  the  Trust  Territories  of  the  Pacific  Islands 
and  the  Virgin  Islands  receive  at  least  one- fourth  of  one  percent; 
and  that  American  Samoa  and  the  Northern  Mariana  Islands  receive 
at  least  one-sixteenth  of  one  percent.    Each  state  is  to  receive 
at  least  the  amount  that  it  received  in  1978. 

Awards  for  Nutrition  Services,  together  with  awards  for  Supportive 
Services  and  Senior  Centers  contribute  to  the  development  of  com- 
munity-based, comprehensive  and  coordinated  systems  of  service  de- 
livery for  older  persons.    This  program  will  fund  up  to  85%  per- 
cent of  the  cost  of  operating  and  establishing  Nutrition  Services. 

State  agencies  on  aging  make  awards  to  area  agencies  on  aging  on 
the  basis  of  state-approved  area  plans  and  the  state  funding  for- 
mula.   Area  agencies  make  awards  to  service  providers  for  Congre- 
gate and  Home-del ivered  Nutrition  Services.    While  there  are  sepa- 
rate authorizations  for  Congregate  and  Home-delivered  Nutrition 
Services,  state  agencies  may  transfer  up  to  15%  of  the  funds  be- 
tween allotments,  and  with  the  Commissioner's  approval,  may  trans- 
fer funds  in  excess  of  this  amount.    In  addition  a  state  may  elect 
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to  transfer  up  to  20  percent  of  the  funds  appropriated  between 
Supportive  Services  and  Senior  Centers  and  Nutrition  Services  for 
use  as  the  state  considers  appropriate. 

Nutrition  Services  projects  provide  nutritious  meals  to  older  per- 
sons and  handicapped  or  disabled  individuals  who  reside  in  housing 
facilities  occupied  primarily  by  the  elderly  at  which  congregate 
nutrition  services  are  provided.    Each  meal  served  must  meet  1/3 
of  the  minimum  daily  recommended  dietary  allowances;  consider  the 
particular  health,  religious,  or  ethnic  dietary  needs  of  the  parti- 
cipants and  be  served  in  appropriate  food  containers  and  with  uten- 
sils for  use  by  blind  and  handicapped  individuals.    Congregate  and 
Hcme-delivered  Nutrition  Services  are  available  at  least  once  per 
day,  5  days  perweek.    The  services  provided  may  include  nutrition 
education  and  outreach. 

While  there  are  no  fees  in  this  program,  regardless  of  income,  old- 
er persons  may  make  contributions  which  are  used  to  expand  the 
meals  served,  to  facilitate  access  to  such  meals,  and  to  provide 
other  supportive  services  directly  related  to  nutrition  services. 

Rationale  for  the  Budget  Request  -  Consistent  with  Human  Develop- 
ment Services  policy  to  assure  that  services  are  available  to  older 
persons  most  in  need,  funds  are  requested  for  Nutrition  Services 
not  only  to  counteract  nutrition  deficiencies  but  also  to  counter- 
act the  effects  of  social  isolation.    These  problems  affect  both 
elderly  persons  who  are  homebound  due  to  physical  or  emotional  dis- 
abilities, as  well  as  other  persons  who,  though  not  confined  to 
their  homes,  still  suffer  from  inadequate  diets  and  isolation. 

Nutrition  services,  together  with  supportive  services  funded  under 
Part  B  of  Title  III  of  the  Older  Americans  Act  contribute  to  the 
development  of  community-based  non-institutional  services  for 
older  persons. 

The  decrease  of  $47,002,000  from  the  amounts  currently  available 
in  1982  is  consistent  with  the  President's  budget  policy  to  reduce 
federal  spending.    A  range  of  program  strategies  has  been  developed 
to  offset  the  effects  of  inflation  and  of  the  proposed  reduction  in 
funds.    Funds  generated  by  the  following  strategies  will  enable 
states  and  communities  to  maintain  service  levels,  to  the  extent 
possible: 

o    increase  in  funds  generated  by  programs  through  program 
income;  and 

o    limit  in  the  set-aside  of  Title  III-C  funds  for  evalua- 
tions and  distribution  of  these  funds  to  all  States  rather 
than  through  the  re-allotment  process  at  the  end  of  the 
fiscal  year. 
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The  request  proposes  to  transfer  the  Comrnodites  or  Cash  in  Lieu  of 
Program  from  the  Department  of  Agriculture  to  the  Administration  on 
Aging.    Proposed  language  would  insure  that  funds  be  distributed  to 
each  state  in  the  same  proportion  as  the  states  received  funds  in 
Fiscal  Year  1982. 

Currently,  the  majority  of  the  states  have  opted  to  receive  their 
entitlements  under  this  program  in  the  form  of  cash.    The  transfer 
of  the  program  would  mean  that  those  states  would  no  longer  have 
to  coordinate  this  part  of  the  Title  III  program  with  the  Depart- 
ment of  Agriculture.    The  Administration  on  Aging  would  then  be 
the  only  federal  contact  for  the  Title  III  program.    Further,  the 
reporting  burden  in  all  states  would  be  lessened  since  the  entitle- 
ments would  be  based  on  previous  experience,  rather  than  on  a  per 
meal  basis,  which  the  states  have  to  keep  track  of  and  report  on 
quarterly.    A  mechanism  will  be  developed  to  enable  those  states 
wishing  to  receive  part  or  all  of  their  entitlements  in  the  form 
of  commodities  to  do  so. 

Information  to  project  the  amounts  to  be  distributed  to  each  state 
in  fiscal  year  1983  is  not  currently  available.    Therefore,  a 
state  table  has  not  been  included. 


FY  1982  FY  1983 


Number  of  Meals  Provided  (in  thousands) 
Total 

Congregate 
Home-delivered 

Average  Number  of  Meals  per  Day 
Total 

Congregate 
Home-del iver  ed 

Average  Total  Cost  per  Meal 
(Congregate) 
%  Meal  Costs 
%  Program  Costs 
%  Related  Services  Costs 

Average  Total  Cost  per  Meal 
(Home-delivered) 
%  Meal  Costs 
%  Program  Management 
%  Delivery  Costs 
%  Related  Services  Costs 


178,771 
(144,702) 
(  34,069) 


160,471 
(131,310) 
(  29,161) 


677,163 
(548,114) 
(129,049) 


607,845 
(497,387) 
(110,458) 


3.34 
79% 
18% 
3% 


3.55 
79% 
18% 
3% 


2.94 
75% 
13% 
10% 
2% 


3.14 
75% 
13% 
10% 
2% 
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Meals  Supported  by  Funding  Source 
(in  thousands) 


FY  1982 


FY  1983 


Total 

Title  III  Meals 
Non-federal  Meals 
USDA  Meals 


178,771 
(100,702) 
(  53,660) 
(  24,409) 


160,471 
(108,815) 
(  51,656) 
(    ) 


Congregate  Meals 
Title  III  Meals 
Non-federal  Meals 
USDA  Meals 


144,702 
(  82,105) 
(  43,266) 
(  19,331) 


131,310 
(  89,228) 
(  42,082) 
(   ) 


Home-delivered  Meals 
Title  III  Meals 
Non-federal  Meals 
USDA  Meals 


34,069 
(  18,597) 
(  10,394) 
(  5,078) 


29,161 
(  19,587) 
(  9,574) 
(    ) 


Funding  Sources  ($  in  000s) 
Total 

Title  III  Funds 
Non-federal  Funds 
USDA  Funds 


$  583,467 
(328,906) 
(175,065) 
(  79,496) 


$  557,717 
(378,264) 
(179,453) 
(    ) 


Congregate  Meals 
Title  III  Funds 
Non-federal  Funds 
USDA  Funds 


$  483,304 
(274,230) 
(144,508) 
(  64,566) 


$  466,152 
(316,761) 
(149,391) 
(    ) 


Home-delivered  Meals 
Title  III  Funds 
Non-federal  Funds 
USDA  Funds 


$  100,163 
(  54,676) 
(  30,557) 
(  14,930) 


$  91,565 

(  61,503) 

(  30,062) 

(    ) 
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Grants  to  Indian  Tribes 

Authorizing  Legislation  -  Section  608  (a)  of  the  Older  Americans 
Act  of  1965,  as  Amended: 

1982   1983  Estimate   Increase  or 

Current  Budget 

Estimate  Authorization  Authority  Decrease 

$  5/735,000  $  7,000,000         $  5,252,000         $-  483,000 

Purpose  and  method  of  operation  -  Federal  funds  are  available 
through  grants  to  eligible  Indian  tribal  organizations  to  promote 
the  delivery  of  services  for  older  Indians  not  served  by  Title 
III  programs.    These  services  may  include: 

.    Nutrition  services,  either  in  a  congregate  setting  or  as 
home-delivered  meals,  which  are  provided  in  accordance 
with  the  health,  religious  and  cultural  dietary  needs 
of  the  persons  being  served.    Meals  must  be  provided 
at  least  once  a  day,  5  days  per  week,  unless,  on  the 
basis  of  needs  assessments,  service  less  than  5  days 
per  week  can  be  justified.    Upon  request,  meals  must 
be  provided  in  appropriate  food  containers  and  with 
utensils  for  use  by  the  elderly  blind  and  handicapped. 
Meals  must  contain  at  least  one- third  of  the  recommended 
dietary  allowances. 

.    Legal  and  ombudsman  services  substantially  in  compliance 
with  the  provisions  of  Title  III. 

.    Other  services  necessary  for  the  welfare  of  older  Indians 
including:    water  services,  road  clearing,  fuel,  temporary 
shelter  and  any  other  services  authorized  under  Title  III 
may  also  be  provided. 

Funds  are  also  provided  for  the  alteration,  lease,  or  renovation 
of  a  facility  to  be  used  as  a  multipurpose  Indian  senior  center, 
and  for  staffing  the  center. 

The  tribal  organization  must  assure  that  appropriate  information 
and  referral  services  are  available. 

Rationale  for  the  Budget  Request.    Consistent  with  Human  Develop- 
ment Services  policy  to  promote  efficient  and  effective  administra- 
tion of  community-based,  coordinated  service  systems,  with  prefer- 
ence for  services  to  those  older  persons  in  greatest  economic  or 
social  need,  funds  are  requested  to  promote  the  delivery  of  social 
services,  including  nutrition  services,  for  Indians  not  served  by 
Title  III  programs. 


The  reduction  of  $483,000  from  the  amount  currently  available  in 
1982  is  consistent  with  the  President's  budget  policy  to  reduce 


378 


federal  spending.    Service  levels  will  be  maintained  in  the 
Title  VI  effort  through  application  of  many  of  the  management 
improvements  discussed  under  Title  III. 

An  estimated  86%  of  these  funds  will  be  used  to  support  nutrition 
services.    The  remaining  14%  of  the  funds  will  support  other  allow- 
able services  such  as  information  and  referral,  legal,  transporta- 
tion, recreation  and  emergency  services.    Funds  will  be  distribu- 
ted through  grants  to  approximately  84  tribal  organizations. 


In  FY  1982,  84  awards  were  made. 


379 


Training,  Research,  and  Discretionary  Projects  and  Programs 

Authorizing  legislation  -  Sections  431  and  310  of  the  Older  Ameri- 
cans Act  of  1965,  as  amended: 

1982  1983  Estimate   Increase  or 

Current  Budget 

Estimate  Authorization  Authority  Decrease 


$22,175,000  $24,800,000  $20,307,000  $-1,868,000 

Purpose  and  Method  of  Operation  -    These  funds  support  grants  and 
contracts  to  provide  adequately  trained  personnel  in  the  field  of 
aging,  improve  knowledge  on  the  problems  and  needs  of  the  elderly, 
and  to  demonstrate  better  ways  of  improving  the  quality  of  life 
for  the  elderly.    There  are  two  major  components  to  this  program: 

Education  and  Training  -  This  effort  has  three  aims.    The  first 
is  to  increase  the  supply  of  trained  personnel  in  the  field  of 
aging.    The  second  is  to  increase  the  knowledge  in  other  profes 
sional  fields  of  the  processes  of  aging  and  the  circumstances 
and  requirements  of  older  people.    The  third  is  increases  in 
availability,  accessibility  and  adequacy  of  training  and  educa- 
tional programs  on  aging.    Funds  are  requested  for  training  pro 
grams  for  personnel  in  the  field  of  aging,  and  for  multidisci- 
plinary  centers  of  gerontology. 

Research  and  Demonstration  Projects  -  The  aim  of  this  effort  is 
to  assist  the  need  for,  develop  strategies  and  priorities  about 
and  conduct  activities  for  the  development  of  adequate  know- 
ledge for  improving  the  circumstances  of  older  people. 

•Grants  may  be  made  to  any  public  or  non-profit  private  agency,  or- 
ganization, or  institution.  Contracts  may  be  awarded  to  any  agency 
organization  or  institution.  Among  the  institutions  funded  are 
colleges  and  universities,  state  and  area  agencies  on  aging,  orga- 
nizations representing  and/or  serving  older  people,  and  other  gov- 
ernmental and  non-qovernment  entities. 

Rationale  for  the  Budget  Request  -  Consistent  with  the  goals  to: 

(1)  promote  efficient  and  effective  administration  of  community- 
based,  coordinated  service  systems,  with  preference  for  services 
to  those  older  persons  in  greatest  economic  or  social  need;  and 

(2)  increase  the  supply  of  goods  and  services  to  older  persons  by 
developing  and  instituting  policies  and  initiatives  aimed  at  modi- 
fying market  conditions,  institutional  practices,  or  patterns  of 
individual  behavior  which  constrain  the  ability  of  some  people  to 
meet  their  own  needs  (indirect  service  approaches),  funds  are  re- 
quested for  Training,  Research  and  Discretionary  Projects  and  Pro- 
arams. 


Activities  related  to  the  development  of  comprehensive,  coordina- 
ted service  systems  for  older  persons  will  focus  on  service  im- 
provements for  the  Title  III  program.    This  emphasis  on  services 
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systems  development  utilizes  and  disseminates  knowledge  built  in 
past  years  concerning  the  nature  of  various  systems,  methods  and 
procedures  for  improving  the  provision  of  services  to  older  per- 
sons.   At  the  same  time,  it  initiates  investigations  of  such  man- 
agement improvements  as  fiscal  accountability  systems.  Activities 
which  could  be  supported  include  the  following: 

o    Demonstration  Projects  in  such  areas  as  protection  of 
rights  and  benefits  of  the  elderly,  services  development 
and  coordination,  mental  health,  and  service  systems  man- 
agement improvements; 

o    Long-term  Care  Service  Systems  Development  through  the 
Long-term  Care  Gerontology  Centers  and  the  Long-term 
Care  Demonstrations; 

o.  Education  and  Training  in  such  areas  as  in  service  train- 
ing of  persons  now  serving  the  elderly  and  career  prepara- 
tion of  others  to  serve  the  elderly; 

o    National  Centers  of  Excellence  which  study  economic  and 
social  problems  facing  older  persons;  and 

o    Disaster  assistance 

Activities  related  to  indirect-service  approaches  will  focus  on  in- 
centives to  further  the  well-being  of  older  persons  in  such  areas 
as  housing,  education,  and  employment.    The  emphasis  on  indirect 
services  complements  traditional  patterns  of  service  delivery 
aimed  at  the  needs  of  the  substantial  part  of  the  elderly  popula- 
tion capable  of  increased  self-reliance.    These  indirect  services 
utilize  inherent  powers  of  governance  such  as  zoning,  and  contri- 
bute to  the  national  goal  of  reduction  in  costs  to  government. 
The  goal  is  to  promote  the  maximum  independence  and  self-suffici- 
ency for  older  individuals  by:     (a)  increasing  the  supply  of  goods 
and  services  available  to  them;  (b)  increasing  their  options  for 
living  arrangements;  (c)  increasing  their  employment  opportunities; 
and  (d)  strengthening  informal  supports  for  them.  Historically, 
such  objectives  have  been  attempted  through  reliance  on  tradition- 
al models  of  direct  service  delivery.    Now  the  goal  is  to  meet 
these  objectives  through  indirect  services  which  are  characterized 
by:     (1)  stregthened  relationships  with  general  purpose  government 
at  all  levels  and  the  use  of  governance  authorities;  (2)  new  col- 
laboration with  the  non-governmental  sector,  especially  in  terms 
of  tapping  the  resources  of  that  sector;  (3)  expanding  the  use  of 
volunteers;  and  (4)  encouraging  self-help.    The  following  activi- 
ties are  planned: 

o  Research  to  investigate  changes  in  governance  arrangements 
of  benefit  to  the  elderly,  the  means  of  eliminating  barri- 
ers to  non-governmental  decision  making,  and  the  effects 
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of  changing  economic  circumstances  and  changes  in  demogra- 
phy. 

o    Demonstration  Projects  in  the  area  of  employment  opportu- 
nities for  older  persons,  on  the  use  of  technology  to  meet 
the  needs  of  the  elderly,  and  on  how  the  non-governmental 
sector  can  be  utilized  to  carry  cut  non-service  approaches 
in  partnership  with  government  at  all  levels. 

The  reduction  of  $1,868, COO  from  the  amount  currently  available  in 
1982  is  consistent  with  the  President's  budget  policy  to  reduce 
federal  spending. 
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Federal  Council  on  Aging 

Section  402(g)  of  the  Older  Americans  Act  of  1965,   as  amended 


1982   1983   Request   Increase 

Current                                               Budget  or 

Estimate  Authori  zat ion             Authority  Decrease 

$191,000  $214,000                   $175,000  -$16,000 


Purpose  and  method  of  operation  -  The  Federal  Council  on  Aging 
was  established  by  Congress   in  1973  to  advise  the  President,  the 
Secretary  of  Health  and  Human  Services,    the  Commissioner  on 
Aging,   and  the  Congress  on  matters  related  to  the  special  needs 
of  older  Americans.     The  Act  requires  the  Council  to: 

o     review  and  evaluate  Federal  policies  and  programs 
regarding  the  aging  to  appraise  their  value  and 
impact  on  the  lives  of  older  Americans; 

o     serve  as  a  spokesman  on  behalf  of  older  Americans; 

o     inform  the  public  about  the  problems  and  needs 
of  older  Americans; 

o    provide  public  forums,  hearings,  conferences, 
workshops,  and  other  meetings  to  discuss  the 
needs  of  the  aging; 

o     report  annually  to  the  President  on  the  findings 
of  the  Council. 


Rationale  for  the  Budget  Request  -  The  1983  request  of  $175,000 
will  support  two  full  time  staff  and  per  diem  and  travel  of  the 
Council.     The  Council  will  continue  in  its  advisory  role  to  the 
President,   Secretary  of  Health  and  Human  Services,  the 
Commissioner  on  Aging,   and  the  Congress. 

The  reduction  of  $16,000  from  the  amount  currently  available  in 
1982  is  consistent  with  the  President's  budget  policy  to  reduce 
Federal  spending. 
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ADMINISTRATION  ON  DEVELOPMENTAL  DISABILITIES 


1982  Increase 
Current  13  8  3  or 

Estimate  Estimate  Decrease 


Basic  State  Grants.  $41,453,000  $24,674,399  $-16,778,601 
Protection  and 

Advocacy   7  ,680  ,000         7,302,601  -377  ,  399 

Total   $49  ,133  ,000  $31  ,  977  ,000     $-17  ,  156,000 


General  Statement 

The  Developmental  Disabilities  Program  provides  support  to 
enable  States  to  improve  and  coordinate  the  provision  of 
services  to  persons  with  Developmental  Disabilities  through 
the  use  of  Federal,  State,   local  and  private  resources  and 
to  provide  for  a  system  of  protection  and  advocacy  of 
individual  rights  of  developmentally  disabled  persons. 

Developmental  Disabilities  are  defined  as  severe,  chronic 
disabilities  attributable  to  mental  or  physical  impairment 
which  are  manifested  before  age  22,  result  in  substantial 
limitations  in  three  areas  of  major  life  activity,  and 
result  in  the  need  for  services  over  an  extended  period. 

The  limitations  are  in  several  areas:     self-care,  receptive 
and  expressive  language,   learning,  mobility,   self -direction , 
capacity  for  independent  living,  and  economic  sufficiency. 

Developmental  disabilities  once  were  generally  limited  to 
four  categories,  mental  retardation,  epilepsy,  cerebral 
palsy,  and  autism,  which  still  account  for  about  70  percent 
of  the  developmentally  disabled  population.     Now,  the 
functional  definition  could  take  in  as  many  as  200  different 
disabilities        providing  they  are  severe  and  meet  the  other 
criteria.     Other  examples  could  be  spina  bifida,  osteogenesis 
imperfecta,  muscular  dystrophy,  cystic  fibrosis,  sensory 
impairments,  brain  and  spinal  cord  injuries,  tourett's 
syndrome,   and  tuberous  sclerosis. 
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Under  this  definition,  there  are  about  3.9  million  people 
in  the  United  States  who  are  developmentally  disabled. 
Each  disabled  person  has  different  abilities,  interests, 
values,  and  needs.     The  program  recognizes  that  the 
potential  of  disabled  persons  can  be  developed  by 
providing  varying  combinations  of  services  throughout 
their  lifetimes.     Services  are  based  on  people's  ability 
to  function  and  to  their  specific  needs.     Emphasis  is  on 
collaborative  work  among  many  types  of  human  services  in 
the  private  sector  and  at  each  level  of  government. 

The  mission  is  to  assure  the  rights  of  developmentally 
disabled  persons  to  receive  services  which  meet  their 
needs.     Because  this  involves  all  services,  on  a  continuing 
basis,  and  in  many  cases  over  an  entire  lifetime,  the 
Administration  on  Developmental  Disabi lities  and  its  State 
counterparts  take  the  approach  of  gearing  their  operations 
around  existing  organizations  --  generic  functions  at  State 
and  local  levels. 

Apart  from  the  long-range  nature  of  the  developmental 
disabilities,  most  of  the  clientele  are  not  in  need  of 
any  single  treatment  or  service  but  receive  different 
services  or  a  combination  of  services  at  different  times 
in  their  lives.     Thus,  the  program  relies  on  a  wide  range 
of  services  which  could  only  be  made  available  by  tapping 
many  agencies,  as  well  as  special  kinds  of  help  often 
obtained  from  non-profit  groups  and  business  firms. 

The  Developmental  Disabilities  law  provides  for  the 
comingling  of  funds  with  those  of  other  programs  —  integrating 
the  efforts  of  both  specialized  and  generic  services.  Small 
sums  of  money  are  multiplied  through  use  of  ongoing  service 
systems.     This  multiplying  effect  has  involved  a  long-range 
process  of  forming  a  coalition  of  consumers , State  legislators, 
State  agencies,   local  governments,  providers,  and  the 
general  public  to  provide  and  coordinate  the  services  needed 
by  the  developmentally  disabled  population. 
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State  Grants  and  Advocacy 

Authorizing  legislation  -  The  Developmental  Disabilities 
Assistance  and  Bill  of  Rights  Act,   as  amended 

1982                     1983  Estimate  increase 

Current                                   Budget  or 

E  stimate     Authori  zation  Authori  ty  Decrea  se 

Ba  si  c 
State 

Grants  $41,453,000  $43,  13  0,  000  $24,6  74,399  $-16,778  ,6  01 

Protection 

&  Advocacy.-    7  ,6  3  0,000       8,000,000       7,3  02,6  01  -  377,399 

Total  $49,133,000  $51,180,000  $31,977,000  $-17,156,000 

Purpose  and  method  of  operation  -  The  Developmental 
Disabilities  Program  assists  States  in  developing  and 
implementing  a  comprehensive  and  continuing  plan  for 
identifying  and  meeting  the  needs  of  developmentall y 
disabled  people,   and  a  system  in  providing  for  the 
protection  and  advocacy  of  their  individual  rights.  This 
program  encourages  coordinated  and  comprehensive  service 
delivery. 

Basic   state  formula  qrants  are  awarded  to  strengthen 
existing  services  to  persons  with  developmental  disabilities 
by  providing  financial  assistance  to  designated  State 
agencies  and  State  planning  councils.     Funds  are  allocated 
to  support  planning,   administrative  costs,   and  delivery  of 
servi  ce  s. 

In  order  to  receive  Federal  assistance  under  this  program 
States  are  required  to  submit  a  comprehensive   state  plan 
that  sets  forth  priori  ty  services,  policies  and  procedures 
for  the  expenditure  of  these  errant  funds.     Grants  are 
awarded  based  on  a  formula  that  takes  into  account  the 
population,   the  extent  of  need  for  services  for  persons 
with  developmental  disabilities,   and  the  financial  need 
of  the  respective  States.     The  Federal  share  of  such 
qrants  may  not  exceed  75  percent  except  in  the  case  of 
urban  or  rural  poverty  areas,  in  which  case  the  Federal 
share  may  rise  to  9  0  percent. 

As  a  condition  for  a  State  receiving  a  basic   support  grant, 
the  State  must  have  in  effect,   a  system  to  protect  and 
advocate  the  rights  of  persons  with  developmental 
disabilities.     Grants  are  awarded  based  on  a  formula  that 
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takes  into  account  the  population,  the  extent  of  need  for 
services  for  persons  with  developmental  disabilities,  and 
the  financial  need  of  the  respective  States.     This  system 
provides  the  authority  to  pursue  legal,  administrative, 
and  other  appropriate  remedies  to  insure  the  protection 
of  the  rights  of  deve lopmentally  disabled  individuals  who 
are  receiving  treatment,  services,  or  habilitation  within 
the  States.     The  grantee  must  be  independent  of  any 
agency  which  provides  such  services. 

Rationale  for  the  19  83  Budget  Request 

Basic  State  Grants  -  The  budget  request  for  3asic  State 
Grants  for  Fiscal  Year  1983  is  $24,674,399.     These  funds 
are  requested  to  continue  current  activities  of 
administration,  planning,  coordinating,  and  service 
activities  for  the  developmental  disabilities  state 
program  operations  and  to  provide  States  with  the  capacity 
to  continue  their  efforts  toward  necessary  program  linkages 
and  gap-filling  endeavors  to  help  developmentally  disabled 
persons  achieve  a  degree  of  independence  by  assisting  them 
in  gaining  access  to  needed  social,  medical,  educational, 
and  other  habilitation  services. 

The  budget  request  for  FY-83  of  $24,674,399,  is  a  reduction 
of  $16,778,601  from  the  FY-82  current  funding  level,  The 
1978  Amendments  to  the  Developmental  Disabilities  Act 
provide  minimum  allotment  levels  for  the  Basic  State  Grant 
Program  of  $250,000  and  $100,000  for  the  territories.  The 
law  also  states  that  for  any  fiscal  year  the  allotment  to 
any  State  may  not  be  less  than  the  greater  of  $2  50,00  0  or 
the  amount  of  the  allotment  received  by  the  State  for  fiscal 
year  ending  September  30,   19  78.     The  amount  required  to  meet 
the  minimums  established  by  law  for  the  Basic  State  Grant 
Program  is  $32,100,000.     The  budget  request  of  $24,674,399 
is  a  reduction  of  $7,425,601  below  the  amount  required  to 
meet  the  minimum  funding  levels.     This  reduction  requires 
a  change  in  the  appropriation  language  to  authorize  funding 
below  the  minimum  levels  established  in  the  authorizing 
legislation . 
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The  basic  goal  of  the  program  is  to  provide  for  significant 
improvement  in  the  quality,  scope,  and  extent  of  services 
for  persons  with  developmental  disabilities  by  means  of: 

.  comprehensive  planning  for  current  and  future 
service  needs,   through  needs  assessment,  resource 
assessment,  analysis  of  resources  against  need, 
and  establishing  priorities  of  unmet  needs  and 
objectives . 

.   coordination  and  appropriate  integrated  utilization 
of  services  and  resources  at  all  levels  of 
government  and  the  private  sector  for  more  effective 
utilization  of  existing  resources  for  developmentally 
disabled  persons. 

.   development  of  model  demonstrations  of  new  programs 
designed  to  fill  existing  gaps  in  specialized  services 
for  unmet  needs  to  strengthen  and  expand  State  services 
capabilities . 

The  Developmental  Disabilities  Program  provides  assistance  to 
some  of  the  most  vulnerable  citizens  in  our  country.  Their 
disabilities  are  chronic  and  severe.     Most  have  multiple 
handicaps  due  to  other  impairments  and  disorders .     They  are 
in  need  of  a  number  of  specific  complex  services,  provided 
by  and  under  the  separate  jurisdiction  of  a  variety  of  service 
agencies,  individually  planned  and  in  combination  and  sequence 
of  special  or  generic  services  which  are  of  lifelong  or 
extended  duration. 

Services  offered  through  at  least  nine  other  Federal  programs 
must  be  coordinated  to  meet  the  needs  of  developmentally 
disabled  persons.     The  Basic  State  Grant  Program  is  the 
coordination  mechanism.     The  result  has  been  improved 
services  for  developmentally  disabled  persons  and  stronger 
systems  to  deliver  those  services. 

The  developmental  disabilities  program  emphasis  is  on: 
(1)   ensuring  that  the  persons  have  the  services  available 
when  they  are  needed,  and   (2)  having  the  range  of  services 
necessary.     The  aim  is  to     move  the  developmentally  disabled 
person  from  total  dependency  to  his  or  her  maximum  level 
of  potential  functioning. 
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In  Fiscal  Year  1983,  emphasis  is  being  placed  on  improving 
the  internal  and  external  management  of  the  developmental 
disabilities  program;  improving  the  services  of  the 
developmental  disabilities  program  by  dissemination  of 
"best  practices"  methods;  providing  States  assistance  in 
identifying  problems  and  identifying  solutions  to  these 
problems;  assisting  in  coordinating  the  resources  of  the 
public  and  private  sector  toward  services  to  the  develop- 
mentally  disabled  population.     All  of  the  program  emphasis 
in  FY  19  8  3  is  toward  improving  the  services  to  the 
developmentally  disabled  population  through  the  State  and 
local  programs. 

In  summary,   the  Developmental  Disabilities  Program  will 
continue  to  focus  on  the  building  of  a  comprehensive 
network  of  services  for  developmentally  disabled  persons 
by  working  with  States  to  ensure  that,  increasingly,  these 
persons  will  be  provided  the  fullest  opportunity  to  parti- 
cipate in  all  aspects  of  our  society,   through  the  achieve- 
ment of  maximum  growth  and  skill  development. 

Protection  and  Advocacy  -  The  budget  request  for  Protection 
of  Rights  and  Advocacy  grants  is  $7,302,601.     This  funding 
is  requested  in  order  to  continue  the  activity  which  pro- 
vides a  mechanism  for  protection  of  individual  rights  of 
persons  with  developmental  disabilities  and  to  assure  that 
they  obtain  quality  services  needed  for  maximum  development. 
Funding  allows  the  protection  and  advocacy  system  to  continue 
efforts  in  several  critical  areas ;     outreach  to  individuals 
who  fall  outside  normal  communication  channels  such  as 
minorities,  and  persons  who  are  isolated  linguistically, 
culturally,  or  geographically;   servicing  institutionalized 
persons  included  both  individual  and  class  advocacy;  and 
training  of  concerned  citizens,  developmentally  disabled 
persons,   and  other  advocacy  and  community  groups  to  increase 
State  advocacy  resources  available  to  the  client  population. 
Developmentally  disabled  persons  are  particularly  in  need 
of  effective  advocates  because  they  often  are  unable  to 
speak  out  on  their  own  behalf. 
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Services  provided  by  Protection  and  Advocacy  offices  in- 
clude outreach,  hotlines,  information  and  referral, 
counseling  and  legal  services,  advocacy  activities 
(individual,   systems,   and  legislative)   and  training. 

Advocacy  systems  rely  most  heavily  on  referral,  counseling, 
negotiation,  administrative  hearings,   and  training  of 
parents,  providers  and  handicapped  persons  themselves. 
Reliance  on  these  kinds  of  remedies  have  enabled  Protection 
and  Advocacy  systems  to  accomplish  objectives  such  as 
assisting  parents  to  obtain  life-saving  surgery  for  their 
severely  disabled  infants,  after  medical  treatment  had  been 
refused  because  of  disabilities. 

The  Protection  and  Advocacy  .systems  are  important  components 
to  the  Federal  efforts  to  guarantee  and  safeguard  the  rights 
of  persons  with  handicapping  conditions.     The  systems  will 
not  be  able  to  address  all  problems.     However,  the  involve- 
ment of  advocates  at  all  levels  and  all  areas  of  concerns 
will  assure  a  greater  awareness  of  needs  within  the  State 
for  adequate  protection  and  advocacy  of  rights. 

The  reduction  of  $17,156,000  from  the  amount  currently 
available  in  1982  is  consistent  with  the  President's 
budget  policy  to  reduce  Federal  spending. 

No  funds  are  requested  to  support  Special  Projects  or 
University  Affiliated  Facilities.     Similar  activities 
may  be  carried  out  under  the  Human  Services  Research  and 
Demonstration  appropriation. 


390 


ADMINISTRATION  FOR  NATIVE  AMERICANS 


1982  1983  Increase  or 

Estimate  Estimate  Decrease 


Financial 
Assistance 

Grants  $26,300,000         $21,982,000  -$4,318,000 

Training  and 

Technical  — 
Assistance  1,000,000  700,000       -  300,000 

Research , 
Demonstration, 

and  Evaluation  700 , 000  600,000  100,000 

Total  budget 

authority  $28,000,000         $23,282,000  -$4,718,000 


General  Statement 

The  Administration  for  Native  Americans   (ANA)  promotes 
economic  and  social  self-sufficiency  among  American 
Indians,  Alaska  Natives  and  Native  Hawaiians  throughout 
the  United  States.     This  mission  is  carried  out  through 
policies  and  programs  which  support  the  established 
Federal  policy  of  Indian  self-determination  with  respect 
to  Federally-recognized  tribes  which  are  units  of 
government  within  the  Federal  system.     In  the  case  of 
other  Native  American  groups,   the  emphasis  is  on 
fostering  local  control  and  decision-making  as  a  means 
of  improving  service  delivery  and  enhancing  economic 
progress.     The  financial  assistance  grants,  and  the 
attendant  and  integral  activities  --  research,  demon- 
stration and  evaluation  and  training  and  technical 
assistance  --  are  based  on  two  fundamental  principles: 
first,   that  the  local  community  is  responsible  for 
determining  its  own  needs  and  priorities  and  for 
planning  and  implementing  programs,   and  two,  that 
economic  and  social  development  are  interrelated  and 
that  development  in  both  must  be  achieved  to  reach 
self-sufficiency.     These  principles  led  to  the  formula- 
tion of  the  key  Administration  for  Native  Americans 
funding  policy  to  assist  Indian  tribes  and  Native 
American  organizations  to  plan  and  implement  their  own 
long-term  strategies  for  economic  and  social  develop- 
ment.    This  policy  was  accelerated  for  FY  1982  to 
apply  to  all  grantees  and  will  continue  in  FY  1933. 
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This  approach  moves  forward  from  the  previous  program 
emphasis  on  funding  core  administration  and  filling 
service  gaps.     The  new  phase  is  a  long-term  develop- 
mental process  --  a  community-based  strategy  for 
revolving  the  underlying  problems  in  the  community  that 
result  in  unmet  human  needs,    in  unemployment,   and  in 
poor  education.     Native  Americans  as  a  whole  continue 
to  find  themselves  at  the  bottom  of  most  indicators  of 
social  and  economic  well-being  such  as  income,  employ- 
ment,  education  and  health.     The  Administration  for 
Native  Americans'    funding  approach  moves  the  focus 
from  increasing  welfare  services,  which  fosters 
dependency,    to  increasing  productivity,  which  fosters 
self-sufficiency . 

To  achieve  its  legislated  mission  of  self-sufficiency 
within  the  framework  of  locally-determined  social  and 
economic  development  strategies,   the  Administration 
for  Native  Americans  has  three  primary  goals:     1)  to 
develop  or  strengthen  tribal  governments  and  Native 
American  institutions  and  Native  American  leadership 
to  assure  local  control  and  decision-making  over  all 
resources;   2}   to  foster  the  development  of  stable, 
diversified  local  economies  and/or  economic  activities 
which  provide  jobs,  promote  economic  well-being  and 
reduce  dependency  on  social  services;  and  3)  support 
local  access  to  and  coordination  of  programs  and 
services  which  safeguard  the  health  and  well-being  of 
people,   and  which  are  essential  to  a  thriving  and  self- 
sufficient  community.     This  third  goal  takes  into 
consideration  the  considerable  fragmentation  and  lack 
of  coordination  of  Federal  services 'for  Native 
Americans  and  the  lack  of  accessibility,  on  and  off  the 
reservation,   to  a  large  proportion  of  Federal  programs 
and  benefits  which  are  available  to  State  governments. 
There  are  two  important  corollaries  to  the  Administra- 
tion for  Native  Americans'  goals.     First,   to  improve 
the  impact  and  efficiency  of  Native  American  programs 
HDS-v/ide  through  combined  planning  and  administrative 
processes  -  an  approach  which  would  ease  the 
administrative  burden  and  increase  the  impact  of 
service  dollars  at  the  local  level;   and,   second,  to 
assist  in  the  development  of  Departmental  initiatives 
to  assure  that  tribes  and  Native  American  people 
participate  fully  in  the  proposed  block  grant  funding. 
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Financial  Assistance  Grants 

Authorizing  legislation  -  Sec.   803,  Native  American 
Programs 'Act  of  1974,   P.L.   93-644,   as  amended  by  the 
Omnibus  Reconciliation  Act  of  1981. 


1982 

Current 

Estimate 


1983  Estimate 


Increase 
or  Decrease 


Budget 
Authority 


Authorization 


Budget 
Authority 


Budget 
Authority 


$26,300,000  $21,982,000 


$21,982,000 


■$4,  318  ,000 


Purpose  and  method  of  operation  -  The  Administration 
for  Native  Americans  provides  financial  assistance 
through  direct  grants  and  interagency  agreements  to 
carry  out  its  mission  of  social  and  economic  self- 
sufficiency  for  Native  Americans.     These  grants  are 
made  to  Federally-recognized  Indian  tribes,  Alaska 
Native  organizations  and  consortia,  non-Federally 
recognized  tribes,   urban  and  rural  non-reservation 
Native  American  organizations  and  Native  Hawaiian 
organizations.     Through  its  interagency  activities, 
the  Administration  for  Native  Americans  also  encourages 
cooperative  efforts  in  employment,   energy  resource 
development,  economic  development,  environmental 
health,  aging  services,  alcoholism  and  child  abuse 
prevention  and  other  areas  on  behalf  of  Native 
Americans.     The  agency's  policy  of  funding  social  and 
economic  development  strategies  allows  maximum  local 
flexibility  for  self-determination  and  provides  for 
marshalling  and  directing  Federal,   state,  local, 
tribal  or  organizational  resources  toward  local  ob- 
jectives while  avoiding  duplication  in  funding  and 
programs . 

Rationale  for  the  budget  request  -  The  fundamental  task 
which  Native  American  communities  face  is  that  of 
building  an  enduring  social  and  economic  foundation 
in  keeping  with  local  needs,   resources  and  cultural 
values.     This  goal  is  impeded  by  underdevelopment  or 
inaccessibility  of  human,   natural  and  financial 
resources  at  all  levels  of  the  public  and  private 
sector  —  as  these  resources  relate  to  needs  of 
Native  Americans. 
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Financial  assistance  funds  will  strengthen  the  capa- 
bility of  tribal  governments  and  Native  American 
organizations  to  develop  or  promote  diversified  and 
stable  economies  or  economic  development  activities 
which  provide  jobs,  enhance  the  well-being  of  Native 
American  people  and  reduce  dependency  on  welfare 
services;   and  develop,   improve  or  assure  access  to 
social  systems  which  safeguard  the  health  and  well- 
being  of  individuals,   families  and  communities  and 
provide  social  services  which  are  needed  to  achieve 
and  maintain  a  thriving  community.     These  locally- 
determined  activities  include  planning  and  carrying 
out  programs  to  gain  private  sector  investment, 
technical  assistance  and  job  opportunities,  resolving 
jurisdictional  conflicts  and  ill-defined  areas  of 
program  responsibilities  which  result  in  gaps  in 
services;   and  fostering  the  fullest  development  of 
natural  and  physical  resources  for  the  benefit  of  the 
entire  nation. 

The  following  are  a  few  specific  examples  of  what 
Indian  tribes  and  Native  American  organizations  will 
use  the  financial  assistance  grants  to  support  in 
FY  1983: 

o     establishment  of  a  comprehensive  personnel 
system  and  development  of  central  accounting, 
purchasing  and  inventory  systems; 

o    a  plan  for  day  care,   transportation  and  other 
services  to  overcome  barriers  to  employment; 

o     establishment  of  local  energy  offices  to  develop 
tribal  energy  policy,   establish  regulations 
and  monitoring  procedures,   review  and/or 
maintain  lease  agreements  with  Indian  or  non- 
Indian  development  firms,  develop  a  long-range 
plan  for  the  employment  of  tribal  members  and 
analyze  the  social  impact  of  development  on 
tribal  members  in  order  to  eliminate  the  poten- 
tial economic  exploitation  of  tribes; 

o     development  of  demographic  and  financial  data 
as  a  basis  for  dealing  with  the  public  and 
private  sectors; 

o     feasibility  and  marketing  study  for  the  use  of 
tribally-owned  timber  resources  as  a  base  for 
an  economic  development  project  with  the 
potential  for  becoming  a  self-supporting 
business ; 
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o     a  feasibility  study  to  plan  a  future  investment  in 
low-cost,  community-based  telecommunications 
systems  to  reach  and  serve  tribal  members 
scattered  ever  a  remote  rural  area;  and 

o     codification  of  tribal  laws  and  development  of 
a  manual  for  legislative  procedures. 


The  reduction  in  FY  1983  is  consistent  with  the 
President's  proposal  to  reduce  Federal  spending. 
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The  following  table  provides  a  tabular  summary  of  the 
categories  of  Financial  Assistance  Grants  for  FY  198  2 
and  FY  19  33. 

FINANCIAL  ASSISTANCE  GRANTS 
CDollars  in  Thousands) 


19  8  2  Current 
Estimate 


1933  Estimate 


Number 
of 

Projects 


Number 

Dollar  of  Dollar 

Amount       Pro j  ects  Amount 


1.  Federally 
Recognized 
Native  Americans 


Trioes 

Alaska 

Native 

Americans 

Served 

through 

Consortia 

Arrangements 


77 
8 
10 


$13,119 
1,189 
2,  20S 


$10,966 
994 
1,845 


2 .  Non-Federally 
Recognized 
Native 
Americans 


A.  Tribes 
3.  Urban 

C.  Rural 

D.  Native 
Americans 
Served 
through 
Consortia 
Arrangements 


21 
45 
7 
3 


949 
3,974 
481 
774 


16 


793 
3,322 
402 
647 


3.  Na< 


•e  aawaxians 


4.  Scecia 


1,  212 
2,394 


1,013 

2,000 


TOTAL 


S26, 300 


$21, 982 
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Training  and  Technical  Assistance 

Authorizing  legislation  -  Sec.   804,   Native  American 
Programs  Act  of  1974,  P.L.   93-644,   as  amended  by  the 
Omnibus  Reconciliation  Act  of  19  81. 


1982 
Current 
Estimate 

Budget 
Authority 

$1,000,000 


1983  Estimate 


Authorization 


$700,000 


Budget 
Authority 

$700,000 


Increase 
or  Decrease 

Budget 
Authority 

-$300,000 


Purpose  and  method  of  operation  -  The  purpose  of 
training  and  technical  assistance  is  to  assist  public 
and  private  Native  American  organizations  in  developing, 
conducting  and  administering  projects  to  carry  out 
locally-determined  social  and  economic  development 
strategies.     Although  Native  American  organizations  have 
experienced  considerable  and  noticeable  improvements  in 
managing  federal  grants  and  contracts,   they  have  not, 
however,   acquired  the  technical  skills  and  knowledge 
required  to  accomplish  long-range  social  and  economic 
progress.     They  need  to  have  access  to  training  and 
technical  assistance  in  the  design,  development  and 
implementation  of  systems  that  will  provide  the  basis 
for  achieving  self-sufficiency. 

The  funding  mechanisms  used  by  the  Administration  for 
Native  Americans  include  contracts  for  the  procurement 
of  training  and  technical  assistance  and  interagency 
agreements . 

Rationale  for  the  budget  request  -  The  FY  19  83  training 
and  technical  assistance  activities  are  in  direct 
support  of  the  basic  financial  assistance  program. 
These  activities  transfer  concepts,   skills  and  knowledge 
to  Native  American  leadership  and  institutions  as  a 
basis  for  comprehensive  socio-economic  planning, 
acquisition  and  development  of  resources,   and  the 
development  or  modification  of  systems  and  procedures 
for  management  of  social  and  economic  development 
projects . 

Specific  technical  assistance  efforts  will: 


o     assist  Indian  tribes  in  the  development  of 
merit  employment  personnel  systems; 

o     implement  comprehensive  administrative  and 
planning  processes   to  assist  Native  American 
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organizations  administer  categorical  and  bio 
grant  programs. 

In  addition,   the  Administration  for  Native  Americans 
develops  and  supports  joint  assistance  efforts  with 
other  agencies  for  the  transfer  of  developmental  con 
cepts,   knowledge  and  skills.     For  example,  one  inter 
agency  agreement  continues  an  effort  with  the  Office 
of  Personnel  Management  to  assist  Indian  tribes  to 
strengthen  their  local  personnel  operations.     In  FY 
1982,   seventy   (70)    Indian  tribes  have  put  in  place 
centralized  personnel  management  systems  as  a  result 
this  effort. 
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Research,   Demonstration  and  Evaluation 


Authorizing  legislation  -  Sec.   80  5,  Native  American 
Programs  Act  of  1974,   P.L.   93-644,   as  amended  by  the 
Omnibus  Reconciliation  Act  of  1981. 

1982 

Current  Increase 
Estimate   1983  Estimate   or  Decrease 

3udget  Budget  Budget 

Authority  Authorization        Authority  Authority 

$700,000  $600,000  $600,000  -$100,000 

Purpose  and  method  of  operation  -  Support  for  research, 
demonstration  and  evaluation  is  provided  to  public  and 
private  agencies  to  test  or  assist  in  the  development 
of  new  approaches  or  methods  that  will  further  the 
social  and  economic  development  of  local  Native  American 
communities.     These  activities  are  funded  by  grants, 
contracts  and  interagency  agreements .     Efforts  in  these 
areas  relate  to  overcoming  the  following  barriers  to 
social  and  economic  self-sufficiency: 

o     inadequate  governing  and/or  administrative 

resources  of  Indian  tribes  and  Native  American 
organizations  to  meet  the  complex  requirements 
for  development  toward  socio-economic  self- 
sufficiency; 

o     incomplete  or  unavailable  knowledge  on  strategies 
for  social  and  economic  development  for  Native 
American  tribes  and  organizations  (often 
isolated  communities) ,  making  it  difficult  for 
groups  to  undertake  and  accomplish  compre- 
hensive socio-economic  development,  successfully 
address  gaps  and  barriers  to  services,   and  meet 
the  need  for  employment  opportunities  on  or 
off  reservations; 


o     insufficient  or  inaccessible  information  on 
Native  American  populations,  on  the  develop- 
mental experience  of  other  such  developing 
groups  and  organizations,  on  the  performance 
and  impact  of  Federal  programs  on  the  lives  of 
Native  American  peoples,   and  on  the  overall 
state  of  well-being  of  this  segment  of  the 
American  population  for  planning  and  administra- 
tion at  the  local,   state,   and  Federal  levels; 
and, 

o     unnecessary  administrative  burdens  on  tribal 
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governments  from  participating  in  multiple 
Federal  programs  where  they  are  faced  with  the 
problem  of  meeting  varying  administrative 
requirements  of  diverse  funding  sources.  Such 
demands  undercut  efficiency  and  effectiveness 
of  service  delivery. 

Rationale  for  the  budget  request  -  The  research, 
demonstration,   and  evaluation  activities  support  the 
three  program  goals:     strengthening  tribal  and 
community  institutions  and  leadership;    fostering  stable, 
diversified  local  economies  and  employment;   and  making 
available  services  which  protect  the  health  and  well- 
being  of  Native  Americans.     For  example,    the  Tribal 
Employment  Rights  Planning  Committee  project  has 
provided  assistance  to  tribes  in  passing  tribal 
ordinances  on  Indian  Preference  in  hiring.     This  effort 
has  enabled  thousands  of  Indians  to  obtain  jobs  on  or 
near  reservations .     Such  efforts  have  brought  millions 
of  dollars  in  economic  benefits  to  the  reservation 
economies . 

The  research,   demonstration  and  evaluation  activities 
will  accomplish  the  following: 

o     develop,  disseminate,   and  apply  essential 
information  in  socio-economic  development 
strategies  for  use  by  the  Native  American 
community.     Such  knowledge  and  assistance  will 
enable  Native  American  governments  and  organiza- 
tions to  formulate  their  own  strategies  and 
successfully  undertake  development  toward 
social  and  economic  self-sufficiency,  reducing 
the  need  for  social  services; 

o     employ  social  and  economic  indicators  to  provide 
essential  information  on  a  timely  basis  on  the 
condition  of  Native  Americans,   and  facilitate 
tracking  of  social  and  economic  development; 

o     evaluate  a  key  selected  component  of  the 

Administration  for  Native  Americans  program  to 
confirm  --  or,   if  necessary,   revise  --  current 
program  policies  and  procedures  to  be  more 
effective  and  efficient,   and  to  better  meet  the 
needs  of  the  grantees  affected;  and, 

o     employ  the  Program  Information/Evaluation  System 
made  operational  in  FY  19  32,   to  track  program 
activities  and  evaluate  program  performance 
and  impact.     Use  information  made  available  by 
the  system  to  accomplish  in-house,  short-term 
evaluations  in  support  of  the  Administration 
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for  Native  Americans  program  operations,  and 
conduct  issue  analyses  for  policymaking  and 
program  planning. 
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American  Printing  House   for  the  Blind 

Section  605(a)   of  the  Omnibus  Budget  Reconciliation  Act  of  1931. 

1982  1983  Estimate   Increase 

Current                                                             3udget  or 
Estimate   Authori  zat  ion  Authority   Decrease 

34,800,000  $5,000,000  34,924,000  +3124,000 


A  detailed  discussion  of  this  program  can  be  found  in  the 
Education  volume  of  the  Congressional  justification. 
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National  Technical   Institute  for  the  Deaf 

Section  605(c)   of  the  Omnibus  Budget  Reconciliation  Act  of  1981. 

1982   1983  Estimate    Increase 

Current                                                             Budget  or 
Estimate   Authori  zat  ion  Authori  ty  Decrease 

$25,248,000  $26,300,000  $26,297,000  +$1,049,000 


A  detailed  discussion  of  this  program  can  be  found  in  the 
Education  volume  of  the  Congressional  justification. 
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Gallaudet  College 

Section  605(b)  of  the  Omnibus  Budget  Reconciliation  Act  of  1981 . 

1982  1983  Estimate   Increase 

Current                                                            Budget  or 
Estimate   Authorization   Authori  ty   Decrease 

$49,920,000  $52,000,000  $52,000,000  +$2,080,000 


A  detailed  discussion  of  this  program  can  be  found  in  the 
Education  volume  of  the  Congressional  justification. 
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Rehabilitation  Services 

Section  605  and  604  of  the  Omnibus  Budget  Reconciliation  Act  of 
1981. 


1982   1983  Estimate   Increase 

Current                                                             Eudget  or 
Estimate   Authori  zat  ion   Authori  ty  Decrease 


$832,441,000  1/       $1,054,160,000         $623,509,000  -$208,932,000 

1/  The  1982  continuing  resolution  level  of  $923,611,000  has  been 
~~     reduced  by  $91,170,000  which  has  been  proposed  for  rescission. 


A  detailed  discussion  of  this  program  can  be  found  in  the 
Education  volume  of  the  Congressional  justification. 
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FEDERAL  ADMINISTRATION  -  HUMAN  DEVELOPMENT  SERVICES 


1982  FY  1983                                   Increase  or 

Current  Estimate   Estimate    Decrease 

Budget  3udget  Budget 

Pos.       Authority         Pos .  Author i  ty  Pos.  Authority 


1,296  $63, 163,000a/   1,260  $6 5 , 089 , 000a/  -35  +31,926,000 

General  Statement 

Human  Development  Services  is  responsible  for  the  Federal 
administration  of  programs   for  children,   youth,    the  aged,  the 
developentallly  disabled,   and  Native  Americans.     In  addition, 
Human  Development  Services  contains  a  number  of  programs  aimed 
at  improving  the  quality  of  life  for  the  vulnerable  segments  of 
the  Nation's  population. 

The  offices  within  Human  Development  Services  provide  executive 
direction  and  policy  guidance;   develop  program  standards, 
guidelines  and  regulations;   interpret  regulations,  procedures 
and  policies;  provide  technical  assistance  to  grantees  —  local, 
State  and  non-profit  organizations  --  who  are  involved  in  the 
planning  and  delivery  of  social  services  and  human  development 
programs.     Funds  within  this  account  also  support  administration 
and  management  activities  necessary  for  sound  program  and  fiscal 
management  practices. 


a/  Fy  1982  Estimate  excludes  $2,497,000  associated  with  the 

October,   1981  pay  increase.     FY  1983  includes  the  $2,497,000. 
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Federal  Administration  -  Human  Development  Services 


1982 

Current 

Estimate 


1983 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
Pos  i  tions  


£63,163,0003/   £65, 089, 000a/  +£1,926,000 
1,296     -  1,260  -36 


a/  1982  figure  excludes  the  £2,497,000  associated  with  the 
October  1981  pay  raise,   1983  includes  the  £2,487,000. 

Purpose  and  method  of  operation  -  Salaries  and  related  expenses 
for  Human  Development  Services  staff  are  included  in  the  Federal 
Administration  account.     Allocations  for  compensation  and 
benefits,    travel,    supplies,    equipment,   and  other  costs  are  made 
by  the  Office  of  Management  Services  to  all  staff,   program  and 
regional  offices  in  Human  Development  Services. 

Rationale  for  the  budget  request  -  In  fiscal  year  1983  the 
office  within  Human  Development  Services  will  continue 
activities  to  improve  the  management  and  operation  of  programs 
for  children,  youth,   the  aged,    the  de velopmentally  disabled  and 
Native  Americans.     The  funds  requested  for  FY  1983  will: 

o  Support  1,260  permanent  full-time  equivalents  against 
1,260  authorized  positions  and  1,260  permanent  full-time 
equivalent  ceiling. 

o  Support  125  other-than-permanent  full-time  equivalents. 

o  Support  built-in  increases  for  Standard  Level  Users  Charges 
(rent),    telephone  and  telegraph. 

o  Provide  £2,497,000  associated  with  the  October,  1981 
pay  raise. 
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Summary  of  Changes 

1982  Estimate  Budget  Authority   $63,163,000 

1983  Estimate  Budget  Authority   65,  089,  000 

Net  Change  .+  1,926,000 


 1982  Base   Change   from  Base 

Increases : 
A.  3uilt-in: 

1.  Increases 
associated  with 
Standard  Level 

Users  Charges..    $       4,392,000  +$  2,108,000 

2.  Increases 
associated  with 
FTS ,  telephone 
and  telegraph 

charges....*....  2,540,000  +  508,000 

3.  Annualization  of 
costs  associated 
with  word-process- 
ing and  mini- 
computer  1,200,000  +  400,000 

4.  Increases 
associated  with  - 
increase  in 
average  salary 
of  other-than- 
permanent  positions 
due  to  effect  of 

RIF   2,485,000  +  476,000 

5.  Amounts 
associated  with 
October,  1981 

pay  raises   46,  996,  000   _+  2,497,  000 

Subtotal,  Built-in 

Increases   +  5,989,000 

Decreases : 

A .  Built-in: 

1.  Non-recurr- 
ing severance 
pay  and  lump 
sum  annual 

leave  payments.         1,000,000  -  1,000,000 

2.   Transfer  of 

veterans  affairs 
function  of  Office 

of   the  Secretary  80,000  -  80,000 
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 1982  Base  Change  from  Base 

3.  Reduction  in 
full-time  equi- 
valent of  full- 
time  permanent 
positions  and 

related  costs. .  .       42,714,000  -  1,314,000 

4.  Reduction  in 
full-time  equi- 
valent of  other- 
than-permanent 
positions  and 

related  costs...         3,817,000  -  1,332,000 

5.  Reduction  in 
benefits  asso- 
ciated with  the 
reduction  in 
full-time 

equivalents   4,231,000  -  187,000 

6.  Reduction  in 
Standard  Level 
users  charges 
associated  with 
changes  in  number 

of  positions....         4,  392,  000   -  150,  000 

Subtotal,  Built-in 

Decreases   -  4,063,000 

Net  Change   +  1,926,000 
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FEDERAL  ADMINISTRATION  -   REHABILITATION  SERVICES 


1982  Increase 
Current  1983  or 

Estimate  Estimate  Decrease 


513,600,000  $13,269,000  -$  331,000 


A  detailed  discussion  of  this  program  can  be  found  in  the 
Education  volume  of  the  Congressional  justification. 


410 


STATE  TABLES  1X9 

Estimated  Distribution  of  Funds_ 
for  Head  Start  Projects 
among  the  States 


Fiscal  Year     Fiscal  Year     Fiscal  Year 
1981  .    1932  1983 

$818.7  million  $9 11 . 7  million  $912  million 


States          Appropriation  Approp 

1 3.  t  io  n 

Appropriation 

Alabama 

10  ,  J  J.  1.  , 

7  7  "5 

18  . 

19  3,278 

18 

193,278 

Alaska 

1/742, 

947 

1, 

895,053 

1 , 

895^053 

Arizona 

6,531, 

766 

7, 

569,853 

7  , 

569,353 

Arkansas 

8,133, 

991 

9  , 

256 , 598 

9  , 

256,593 

California 

72,371, 

254 

31, 

32  3 , 220 

81, 

328, 220 

PaI  /-i  r*  a  o 
s-  U  J.      L  CX.  ~J.\J 

9  8  4 

8 , 

195,713 

8  , 

195,713 

Connecticut 

7,  394, 

848 

8/ 

329,049 

8  , 

329 ' 049 

Delaware 

1,610, 

824 

1, 

305,461 

1, 

805, 461 

District  of 

5,157, 

104 

5, 

619 , 505 

5  , 

619, 505 

Columbia 

Florida 

20, 315, 

226 

23, 

368 , 233 

23, 

363  ,  283 

Georgia 

18,104, 

944 

20, 

795, 303 

20, 

795,303 

Hawaii 

2,891, 

268 

3, 

231 ,833 

3, 

231,833 

Idaho 

1,946, 

138 

2, 

208,021 

2, 

208,021 

Illinois 

39,900, 

129 

45  , 

04  3,800 

45, 

043, 800 

Indiana 

10,195, 

339 

11, 

623,626 

11/ 

623,626 

Iowa 

5, 388, 

754 

6, 

096, 310 

6, 

096,310 

Kansas 

4, 780, 

170 

5  , 

324, 921 

5, 

324 ,921 

Kentucky 

15,346, 

541 

16, 

964 , 619 

16, 

964 , 619 

Louisiana 

15,868, 

170 

18  , 

103 , 297 

18, 

103,297 

Maine 

3,257, 

885 

3, 

658  ,569 

3, 

658, 569 

Maryland 

10,494, 

032 

11  / 

768,370 

11  / 

768 , 370 

Massachusetts 

18 , 316  , 

344 

20, 

455,360 

20, 

455,360 

Michigan 

31,996, 

312 

35  , 

964,924 

35, 

964,924 

Minnesota 

7,905, 

031 

8, 

948,702 

3, 

948, 702 

Mississippi 

43,535, 

089 

47, 

233,278 

47, 

233,278 

Missouri 

13,795, 

581 

15, 

434, 538 

15, 

434,533 

Montana 

1, 933, 

989 

2, 

177,280 

2, 

177,280 

Nebraska 

3,041, 

210 

3, 

441,928 

3, 

441,923 

Nevada 

1,056, 

709 

1, 

220,813 

1, 

220 ,818 

New  Hampshire 

1, 481, 

549 

1, 

635  ,  125 

1, 

685,125 

New  Jersey 

23,773, 

697 

26, 

686,998 

26, 

686,998 

New  Mexico 

4,447, 

9  82 

5  , 

089,948 

5, 

089,948 

New  York 

55,827, 

105 

52, 

469, 751 

62, 

469 , 751 

North 

393,470 

Carolina 

16,280, 

403 

13, 

393,470 

13, 

North  Dakota 

1,018, 

717 

1, 

161, 636 

1/ 

161, 636 
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Fiscal  Year     Fiscal  Year     Fiscal  Year 
19  31  1932  19  8  3" 

$818.7  million  $911 . 7 million    $912  million 
States  Appropriation  Appropriation  Appropria cion 


Ohio 

31, 

729 

,  854 

36, 

064 

,752 

36,064, 

752 

Oklahoma 

9, 

892 

,725 

10, 

917 

,713 

10,917, 

713 

Oregon 

6  , 

217 

,  264 

6  , 

9  36 

,  560 

6,936, 

560 

Pennsylvania 

33, 

912 

,19  9 

38, 

027 

,898 

33,027, 

898 

Puerto  Rico 

30  , 

958 

,452 

36, 

025 

,790 

36,025, 

790 

Rnode  Island 

2, 

578 

,247 

2, 

897 

,160 

2, 897, 

160 

South  Carolina 

9, 

915 

,692 

11, 

283 

,654 

11, 283, 

654 

South  Dakota 

1, 

632 

,  863 

1, 

866 

,033 

1,  866  , 

033 

Tennessee 

13, 

691 

,587 

15, 

283 

,161 

15,283, 

161 

Texas 

33, 

133 

,048 

38, 

249 

,567 

38,249, 

567 

Utah 

2, 

855 

,245 

3  , 

257 

,586 

3,257, 

586 

Vermont 

1, 

556 

,676 

1, 

753 

,134 

1,753, 

134 

Virginia 

10, 

544 

,228 

11, 

966 

,470 

11,966, 

470 

Washington 

8, 

172 

,132 

9, 

266 

,841 

9, 266, 

841 

West  Virginia 

6, 

850 

,732 

7, 

643 

,285 

7,643, 

285 

Wisconsin 

11, 

173 

,306 

12, 

624 

,813 

12,624  , 

813 

Wyoming 

1, 

080 

,327 

1, 

178 

,050 

1,178, 

050 

Total  Allocation 
for  Local  Projects 

in  States        $715,558,990     $805,985,905  $805,935,905 
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Fiscal  Year     Fiscal  Year     Fiscal  Year 
1981  1982  1983 

$818.7  million $911.7  million  $912  million 
appropriation  a  ppropriation  appropriation 


Total  Allocation 
for  local  Projects 

in  States         $   715,558,990  $305,985,905  $805,985,905 

Projects  in  the 
Virgin  Islands 
and  Outer  Pacific 

Islands  $       3,834,792  $     4,141,575     $  4,141,575 

Indian  and 
Migrant 

Projects  $     55,741,009  $   61,872,520     $  66,872,520 


Total  for  local 
Head  Start 

Projects         $     775,134,791  $872,000,000  $877,000,000 

The  State  allotments  shown  in  this  table  include  both 
the  distribution  of  funds  prescribed  by  the  population- 
based  formula  contained  in  Head  Start  legislation  and 
additional  money  from  the  Secretary's  discretionary 
funds . 


For  fiscal  years  1982  and  1983  the  Secretary's  discre- 
tionary funds  have  been  distributed  basically  in  pro- 
portion to  the  population  factors  contained  in  the 
statutory  allotment  formula. 

The  amount  of  funds  from  each  of  these  sources  is: 


Statutory       Secretary's     Total  State 

Formula  Discretionary 
Allotment        Allotment  Allotment 


1981  (actual)  $696,658,872 

1982  (estimate) $793,440,000 

1983  (estimate) $793,440,000 


$  18,900,113  $  715,558,990 
$  12,545,905  $  805,985,905 
$     12,545,905   $  805,985,905 
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The  estimated  distribution  of  funds   for  fiscal  years 
1982  and  1983  does  not  represent  final  State  funding 
levels.     The  final  distribution  in  fiscal  year  1982 
may  be  affected  by  refinements  in  the  targeting  of 
discretionary  funds  to  address  the  program  improvement 
needs  described  in  the  fiscal  year  1982  budget  request. 
The  final  distribution  of  funds  in  fiscal  year  1983  may 
be  affected  by  the  use  of  updated  population  and  APDC 
recipient  data,  as  prescribed  by  legislation. 
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Child  Abuse  State  Grants 


Fiscal 

Year 

Fiscal  Year 

Fiscal 

Yea2 

1981 

States  $6,876, 

5  34 

19  82 

£  tz     "?  a  a    a  a  a 
So ,  /  ZU , 000 

1983 
$4,620,000 

Alabama 

143, 

957 

119 , 285 

81, 

825 

♦Alaska 

44,450 

40, 

250 

*Arizona 

92,477 

66  , 

931 

Arkansas 

99, 

ma 

o  o    ~i  a  n 

C  J  ,  /  U  / 

62  , 

059 

California 

623, 

UXD 

A  O  O     C  "7  T 
43  0,0/1 

292 , 

540 

Colorado 

111/ 

601 

93,668 

67, 

593 

Connecticut 

113, 

1  QO 
X  ?  0 

OA    71  a 

-7  4,  /  X  o 

68 , 

177 

Delaware 

52, 

7  q  i 

Hi  i  X  U  O 

41, 

725 

District  of 

Columbia 

50, 

6  38 

45,39  8 

40  , 

777 

Florida 

253, 

695 

206  169 

t.  w  U  f   X  \J  J 

130  , 

094 

Georgia 

188, 

419 

154,488 

101, 

382 

Hawaii 

62, 

780 

55,015 

46, 

119 

*Idaho 

57,254 

47, 

364 

Illinois 

334  , 

DXU 

Z  /  U  ,  X  D  J 

165, 

640 

*Indiana 

ICO      A  ~i  A 

100, 

239 

Iowa 

113 , 

194 

94,930 

68 , 

29  4 

Kansas 

96, 

979 

82,092 

61, 

162 

Kentucky 

136, 

7  55 

113, 584 

78, 

658 

Louisiana 

159, 

39  8 

131 , 511 

88, 

617 

Maine 

66, 

958 

58 , 323 

47, 

957 

♦Maryland 

119, 717 

82, 

065 

Massachusetts 

173, 

836 

143,156 

95, 

087 

Michigan 

289  , 

IK)  J 

234,678 

145, 

932 

Minnesota 

144  , 

9  32 

120,057 

82, 

254 

Mississippi 

112, 

128 

9  4,086 

67, 

825 

Missouri 

162, 

1  J  J  ;    O  0  O 

89  , 

927 

Montana 

58, 

755 

51, 828 

44  , 

349 

Nebraska 

78, 

495 

67,457 

53, 

032 

Nevada 

57, 

231 

50, 622 

43, 

679 

New  Hampshire 

61, 

155 

53, 729 

45, 

405 

New  Jersey 

219, 

957 

179,457 

115, 

254 

New  Mexico 

75, 

669 

65, 220 

51, 

739 

New  York 

467, 

158 

375,176 

223, 

986 

N.  Carolina 

189, 

264 

155,156 

101, 

753 

North  Dakota 

55, 

008 

43  ,  862 

42, 

701 
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Abuse  State  Grants 

Fi 

seal 

Year 

Fiscal 

Year 

Fiscal 

Yea: 

1931 

1982 

1983 

States  $5 

,  876  , 

534 

$6,720, 

0  00 

$4,620, 

000 

Ohio 

321, 

128 

icq 

=;  =;  p 

J  JO 

J.  -J  J  i 

754 

Oklahoma 

115, 

862 

97, 

04  2 

69, 

468 

87, 

464 

64, 

14  6 

♦Pennsylvania 

261, 

730 

160, 

961 

Puerto  Rico 

146, 

574 

121, 

357 

82, 

976 

Rhode  Island 

59, 

754 

52 , 

623 

44  , 

791 

S.  Carolina 

123, 

814 

103, 

337 

72  , 

965 

South  Dakota 

56  , 

328 

49  , 

907 

43  , 

282 

Tennessee 

156, 

520 

129, 

231 

37, 

351 

Texas 

432, 

162 

347, 

467 

208  , 

593 

Utah 

87, 

005 

74, 

195 

56, 

775 

Vermont 

50  , 

820 

45, 

546 

40, 

859 

Virginia 

172, 

659 

141 , 

990 

9  4  , 

439 

Washington 

141, 

882 

117, 

642 

80, 

912 

W.  Virginia 

88, 

795 

75, 

612 

57, 

562 

♦Wisconsin 

133, 

537 

89, 

743 

Wyoming 

50, 

861 

45, 

578 

40, 

876 

Guam 

42, 

046 

38, 

599 

37, 

000 

Virgin  Islands  40, 

681 

37, 

518 

36, 

399 

*No.  Marianas 

35, 

602 

35, 

335 

American  Samoa  38, 

958 

36, 

154 

35, 

641 

♦Trust  Territory 

39, 

913 

37, 

729 

State  ineligible  or  did  not  apply  for  a  FY  1981 
grant . 
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RUNAWAY  AND  HOMELESS  YOUTH 
ACTUAL  AND  ESTIMATED  ALLOCATIONS  BY  STATE 


1981                1982  1983 
 Actual  Estimate  Request 

-    Total  57  "States" 


rtxctjjctula. 

1  7Q 

/  HOt 

1  7Q 

,  1  O  H 

lift 

1  76 

,  J.  i.  o 

Alaska 

7  7 

A  e;  ^ 

7  "3 

A  C.  C 

,433 

ID 

,1/3 

Arizona 

120 

,336 

120 

,336 

77 

,857 

Arkansas 

101 

,980 

101 

,980 

65 

,981 

UdlllUIIlla 

1/  Uli 

;  O  JO 

qqn 

7  7  7 

O  4  U 

,  0  /  J 

^(J  IQiaQU 

19  7 

10  7 

4  7^ 

p  7 

4  76 

Connecticut 

1  ~>  A 
1 JU 

C  "3  /I 
,  3  J  4 

1  j  U 

C  "3  /I 

,  334 

Q  /I 
o4 

,43b 

Delaware 

26 

,515 

26 

,515 

17 

,234 

D.C. 

26 

,515 

26 

,515 

17 

,234 

Florida 

J  04 

Oflfl 

,  o ay 

"3  C  /I 

J34 

,  o  sy 

7  7  Q 

a  c  y 

£  1  7 
,  0  1  J 

Georgia 

Z  4  / 

,  olU 

7/17 
^4  / 

Pin 
,  o  1U 

10  u 

7  7  7 
,  J  J  J 

Hawaii 

QC  1 

,  OD  1 

4  J 

,  oil 

7  Q 
£  O 

7  71 

Idaho 

46 

,911 

46 

,911 

30 

,  351 

Illinois 

514 

,997 

514 

,997 

333 

,203 

Indiana 

253 

,929 

253 

,929 

164 

,292 

Iowa 

130 

,534 

130 

,534 

84 

,455 

Kansas 

102 

,999 

102 

,999 

66 

,640 

Kentucky- 

166 

,227 

166 

,227 

107 

,548 

Louisiana 

205 

,999 

205 

,999 

133 

,281 

Maine 

50 

,990 

50 

,990 

32 

,990 

Maryland 

182 

,543 

182 

,543 

118 

,105 

Massachusetts 

241 

,692 

241 

,692 

156 

,374 

Michigan 

435 

,453 

435 

,453 

281 

,738 

Minnesota 

185 

,603 

185 

,603 

120 

,085 

Mississippi 

128 

,494 

128 

,494 

83 

,135 

Missouri 

214 

,157 

214 

,157 

138 

,559 

Montana 

37 

,732 

37 

,732 

24 

,412 

Nebraska 

71 

,386 

71 

,  386 

46 

,186 

Nevada- 

32 

,633 

32 

,633 

21 

,113 

New  Hampshire 

40 

,792 

40 

,792 

26 

,392 
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ACT", 


RUNAWAY  AND  HOMELESS  YOUTH 
AND  ESTIMATED  ALLOC AT Z  INS  BY  STATE 


1981 
Actual 

1982 
Estimate 

1983 
Request 

New  Jersey 
New  Mexico 
New  York 
::cr-h  Carolina 
North  Dakota 

313,176 
64  ,247 
762,808 
256,989 
30  ,  594 

313  ,176 
64,247 
756,639 
256,989 
30  ,  594 

205 ,359 
41  ,567 
490  ,181 
166  ,271 
19 , 794 

Ohio 

Oklahoma 

Cregcr. 

Pennsylvania 
Rhode" Islanc 

491,542 
129,514 
111,158 
495,621 
33,752 

491,542 
129 ,514 
111,158 
495,621 
38, 752 

213 ,027 
33,795 
71,919 

320  ,666 
25,072 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

143, 791 
32,633 
198,860 
651,650 
80 ,564 

143,791 
32,533 
198,860 
651,650 
30  ,  564 

93,032 
21,113 
128,662 
421,617 
52,124 

Vermont 
Virginia 
"a  shir.  gtor. 
west.  Virginia 
Wi  scons  in 

22,436 
229,454 
174,385 

ob , DO J 
Old  "1^7 

22,436 
229  ,454 
174  ,  385 

so  ,  bo J 

7  14  1^7 

14  ,515 
143,456 
112 , 327 

-  -  All 

2  2  ,  4  Z  J 

Wyoming 
American  Samoa 
luam 

Puerto  Rico 
Trust  Territories 
cf  Pacific  Islands 

22,436 
0* 
0* 
205,999 
0* 

22,436 
2,040 
9  ,173 
205,999 

10  ,198 

14 ,516 
1,319 
5,938 
133,281 
6  ,598 

Virgin  Islands 
Northern  Mariana 
Islands 

0* 
0* 

6  ,119 
1,020 

3,953 
559 

TOTALS  S 

10,200,002 

510,200,002 

S6  ,  600  ,000 

*  No  applications  received  for  FY  1981. 
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Allocation  to  the  State  Programs  for  the  Aging 
Title  III  State  Agency  Activities 


FY* 81  -  FY' 83 


1981 
Actual 

1982* 
Current 
Estimate 

1983** 
Estimate 

Total  57  "States" 

$22, 675, COO 

$21,673,000 

$19,928,000 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

300,000 
300,000 
300,000 
300,000 
1,599,454 

300,000 
300,000 
300,000 
300,000 
1,460,760 

300,000 
300,000 
300,000 
300,000 
1,123,879 

Colorado 

Connecticut 

Delaware 

D.C. 

Florida 

300,000 
300,000 
300,000 
300,000 
1,001,409 

300,000 
300,000 
300,000 
300,000 
964,150 

300,000 
300,000 
300,000 
300,000 
630,068 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

329,803 
300,000 
300,000 
833,311 
386,056 

314,110 
300,000 
300,000 
759,214 
351,191 

300,000 
300,000 
300,000 
667,498 
300,000 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

300,000 

JUU ,  (JJU 

300,000 
300,000 
300,000 

300,000 

300,000 
300,000 
300,000 

300,000 

300,000 
300,000 
300,000 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

300,000 
479,172 
611,125 
310,368 
300,000 

300,000 
430,376 
559,720 
•300,000 
300,000 

300,000 
377,680 
466,374 
300,000 
300,000 

Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 

412,301 
300,000 
300,000 
300,000 
300,000 

374,488 
300,000 
300,000 
300,000 
300,000 

333,125 
300,000 
300,000 
300,000 
300,000 
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FY'81  -  FY' 83 


1981 

1982* 

1983** 

Current 

Actual 

Estimate 

Estimate 

New  Jersey 

585,570 

526,066 

439,308 

New  Mexico 

300,000 

300,000 

300,000 

New  York 

1,437,866 

1,286,796 

1,190,087 

North  Carolina 

389,262 

367,436 

300,000 

North  Dakota 

300,000 

300,000 

300,000 

Ohio 

780,442 

710,760 

607,536 

Oklahoma 

300,000 

300,000 

300,000 

Oregon 

300,000 

300,000 

300,000 

Pennsylvania 

1,022,988 

927,796 

784 , 508 

Rhode  Island 

300,000 

300,000 

300,000 

South  Carolina 

300,000 

300,000 

300,000 

South  Dakota 

300,000 

300,000 

300,000 

Tennessee 

330,408 

307,512 

300,000 

Texas 

879,431 

815,624 

632,937 

Utah 

300,000 

300,000 

300,000 

Vermont 

300,000 

300,000 

300,000 

Vi  rginia 

339,069 

311,380 

300,000 

Washington 

300,000 

300,000 

300,000 

West  Virginia 

300,000 

300,000 

300,000 

Wisconsin 

371,965 

330,621 

300,000 

Wyoming 

300,000 

300,000 

300,000 

American  Samoa 

75,000 

75,000 

75,000 

Guam 

75,000 

75,000 

75,000 

Puerto  Rico 

300,000 

300,000 

300,000 

Trust  Territory  of 

75,000 

75,000 

75,000 

Pacific  Islands 

Virgin  Islands 

75,000 

75,000 

75,000 

Northern  Mariana 

Islands 

75,000 

75,000 

75,000 

*  .  Based  on  U.S  Bureau  of  the  Census  1980  population  estimates 
and  the  provisions  of  Title  III  of  the  Older  Americans  Act. 

**  Based  on  projected  populations,  final  allotments  may  vary 
upon  publication  of  official  data  from  the  U.S.  Bureau  of 
the  Census. 
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Allocation  to  the  State  Programs  for  the  Aging 
Title  III-B  Supportive  Services  and  Senior  Centers 


FY'81 

-  FY' 83 

1981 
Actual 

1982* 
Current 
Estimate 

1983** 
Estimate 

Total  57  "States" 

$251,473,139 

$240,869,000 

$216,199,000 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

4,038,595 
1,255,400 
2,743,464 
2,765,484 
22,936,236 

3,875,318 
1/192,302 
2,742,893 
2,689,399 
21,684,280 

3,490,585 
1,079,275 
2,518,861 
2,414,138 
19,838,702 

Colorado 

Connecticut 

Delaware 

D.C. 

Florida 

2,382,562 
3,553,876 
1,247,400 
1,255,400 
14,360,238 

2,225,961 
3,318,938 
1,192,302 
1,192,302 
14,312,330 

2,047,481 
3,034,426 
1,079,275 
1,079,275 
12,929,045 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

4,729,379 
1,247,400 
1,255,400 
11,857,158 
5,536,050 

4,662,813 
1,192,302 
1,192,302 
11,270,154 
5,213,262 

4,179,659 
1,079,275 
1,079,275 
s  10,117,436 
4,709,568 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

3,599,347 
2,846,643 
3,780,342 
3,664,567 
1,296,667 

3,312,523 
2,623,024 
3,587,331 
3,599,498 
1,220,125 

2,998,944 
2,379,791 
3,221,505 
3,220,182 
1,104,600 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

3,846,896 
6,871,344 
8,763,555 
4,450,684 
2,571,440 

3,665,345 
6,388,713 
8,308,761 
4,139,409 
2,501,107 

3,328,981 
5,765,618 
7,498,695 
3,750,974 
2,222,626 

Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 

5,866,616 
1,247,400 
1,881,365 
1,255,400 
1,255,400 

5,559,084 
1,192,302 
1,737,915 
1,192,302 
1,192,302 

4,988,530 
1,079,275 
1,572,698 
1,079,275 
1,079,275 
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FY*81  -  FY'83 


1S81 

1982* 

1983** 

Current 

Actual 

Estimate 

Estimate 

New  Jersey 

8,397,095 

7,809,183 

7,120,269 

New  Mexico 

1,247,400 

1,192,302 

1,079,275 

New  York 

20,619,040 

19,101,846 

17,107,484 

North  Carolina 

5,538,797 

5,454,399 

4,929,421 

North  Dakota 

1,255,400 

1,192,302 

1,079,275 

Chic- 

11,191,567 

10,550,886 

9,517,419 

Oklahoma 

3,406,050 

3,224,282 

2,910,389 

Oregon 

2,870,709 

2,678,905 

2,453,724 

Pennsylvania 

14 ,556,063 

13,772,674 

12,455,352 

Rhode  Island 

1,256,590 

. 1,192,302 

1,079,275 

South  Carolina 

2,555,225 

2,647,099 

2,382,161 

So  uth  Da  ko  t  a 

1 , 247 , 400 

1,192,302 

1 ,079 , 275 

Tennessee 

4,738,057 

4,564,868 

4,117,808 

Texas 

12,513,393 

12,107,535 

10,963,749 

Utah 

1,255,572 

1,192,302 

1,079,275 

Vermont 

1,247,400 

1,192,302 

1,079,275 

Virginia 

4,862,258 

4,622,282 

4,222,316 

Washington 

4,036,507 

3,883,661 

3,535,567 

West  Virginia 

2,227,336 

2,103,395 

1,897,343 

Wisconsin 

5,333,991 

4,907,902 

4,476,886 

Wyoming 

1,247,400 

1,192,302 

1,079,275 

American  Samoa 

482,675 

149,038*** 

134,909^ 

Guam 

627,700 

596,151 

539,638 

Puerto  Rico 

2,623,933 

2,422,151 

2,343,808 

Trust  Territory 

of  Pacific 

Islands 

623,700 

596,151 

539,638 

Virgin  Islands 

623,700 

596,151 

539,538 

Northern  Mariana 

Islands 

159,925 

149,038 

134,909 

Evaluations 

266,548 

2,408,690 

343,902 

*      Based  on  U.S. 

Bureau  of  the 

Census  1980  population 

estimates 

and  the  provisons  of  Title  III  of  the  Cider  Americans  Act 


Based  on  projected  populations,  final  allotments  may  vary 
upon  publication  of  official  data  from  the  U.S.  Bureau  of 
the  Census. 


***  Funds  reserved  for  Evaluations  will  be  alloted  to  American 
Samoa  to  full  fill  hold  harmless  requirements. 
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Allocation  to  the  State  Programs  for  the  Aging 
Title  III  Congregate  Nutrition  Services  by  State 


FY*81 

-  FY !83 

1981 
Actual 

1982* 
Current 
Estimate 

1983** 
Estimate 

Total  57  l,c;fcate<;" 

$295 .COO. COO 

$286,749,000 

$258,133,000 

Alabama 
Alaska 
Arizona 
Arkansas 

Pa  1  i  f"n  r"n  i  a 

4,731,608 
1,460,250 
3,214,236 
3,237,373 
26  872  040 

4,613,477 
1,419,408 
3,265,351 
3,201,667  ' 
25  814.638 

4,148,688 
1,282,758 
2,993,759 
2,869,291 
23  . 579 . 023 

Colorado 
Connecticut 
Delaware 
D.C. 

Pi  or  "i  n1^ 

2,791,405 
4,163,713 
1,460,250 
1,470,250 
16  824  421 

2,649,956 
3,951,119 
1,419,408 
1,419,408 
17  038  500 

2,433,506 
3,606,526 
1,282,758 
1,282,758 
15.366.642 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

5,540,930 
1,460,250 
1,470,250 
13,880,403 
6,430,500 

5,550,971 
1,419,408 
1,419,408 
13,416,859 
6,206,269 

4,967,677 
1,282,758 
1,282,758 
12,024,942 
5,597,493 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

4,216,986 
3,335,121 
4,429,040 
4,289,871 
1,519,172 

3,943,482 
3,122,650 
4,270,635 
4,285,120 
1,452,531 

3,564,355 
2,828,468 
3,828,876 
3,827,304 
1,312,857 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

4,507,015 
8,050,452 
10,267,361 
5,214,411 
3,012,693 

4,363,508 
7,605,616 
9,891,388 
4,927,872 
2,977,510 

3,956,615 
6,852,648 
8,912,473 
4,458,170 
2,641,672 

Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 

6,867,666 
1,460,250 
2,202,391 
1,470,250 
1,460,250 

6,617,961 
1,419,408 
2,068,948 
1,419,408 
1,419,408 

5,929,050 
1,282,758 
1,86§,209 
1,282,758 
1,282,758 
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FY* 81  -  FY' 

'83 

1981 
Actual 

1982* 
Current 
Estimate 

1983** 
Estimate 

New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 

9,838,018 
1,460,250 
24,157,220 
6,483,909 
1,470,250 

9,296,653 
1,419,408 

"7  Ar\  OoC 

22, /40,30o 
6,493,337 
1,419,408 

8,462,700 
1,282,758 

-v>     -»0O  0~7/O 

20, jo2,o /0 
5,858,796 
1,282,758 

Ohio 

Oklahoma 
Oregon 
Pennsylvania 
.Rhode  Island 

13,112,013 
3,990,520 
3,363,315 

17,186,962 
1,472,151 

12,560,587 
3,838,434 
3,189,175 

16,396,051 
1,419,408 

11,311,800 
3,459,104 
2, y2o , 22o 

14,804,235 
1,282,758 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

3,110,855 
1,470,250 
5,551 ,097 
14,648,615 
1,470,833 

3,151,310 
1,419,408 
5,434,370 
14,413,742 
1,419,408 

2,831,286 
1,282,758 
4,oy4 ,lbo 
13,030,815 
1,282,758 

Vermont 
Virginia 
Washington 
West  Virginia 
Wisconsin 

1,460,250 
5,696,610 
4, /Zj ,LoZ 
2,609,541 
6,249,291 

1,419,408 
5,502,720 

A     COO     A  r~\Cl 

4,b2J,40y 
2,504,043 
5,842,744 

1,282,758 
5,018,376 
4,  2U2,ib0 
2,255,061 
5,320,943 

Wyoming 

American  Samoa 
Guam 

Puerto  Rico 
Trust  Territory  of 
Pacific  Islands 

1,460,250 
589,719 
730,125 

f\n  A      ~\  Q  A 

J, 0/4 ,  li)4 

492,125 

1,419,408 
177,426*** 
709,704 

^.,oo3,olo 

709,704 

1,282,758 
160,345' 
641,379 

1    IOC  "7r\1 

2, /OD , /Ol 

641,379 

Virgin  Islands  ' 
Northern  Mariana 
Islands 

730,125 
182,531 

709 , 704 
177,426 

641 ,379 
160,345 

Evaluations 

899,011 

2,867,490 

1,581,330 

*     Based  on  U.S.  Bureau  of  the  Census  1979  population  estimates 
and  the  provisions  of  Title  III  of  the  Older  Americans  Act. 

**  3ased  on  projected  populations,  final  allotments  may  vary 
upon  publication  of  official  data  from  the  U.S.  Bureau  of 
the  Census. 

***■ Funds  reserved  for  Evaluations  will  be  alloted  to  American 
Samoa  to  full  fill  hold  harmless  requirements. 
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Allocation  to  the  State  Programs  for  the  Aging 
Title  III  Home-Delivered  Nutrition  Services 


FY'81 

-  FY '83 

1981 
Actual 

1982* 
Current 
Estimate 

1983** 
Estimate 

Total  57  "States" 

$55,000,000 

$57,350,000 

$48,142,000 

Alabama 
Alaska 
Arizona 
Arkansas 
Cali  fcrnia 

881,400 
274,250 
598,745 
603,578 
5,005,703 

922,699 
283,883 
653,072 
640,336 
5,162,940 

778,502 
240,710 
561,780 
538,423 
4,424,609 

Colorado 

Connecticut 

Delaware 

D.C. 

Florida 

519,980 
775,613 
272,250 
274,250 
3,134,039 

529,993 
790,227 
283,883 
283,883 
3,407,712 

456,648 
676,766 
240,710 
240,710 
2,883,555 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

1,032,159 
272,250 
274 , 250 
2,587,872 
1,198,907 

1,110,198 
283,883 
283,883 
2,683,381 
1,241,258 

932,186 
240,710 
240,710 
2,256,484 
1,050,371 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

785,536 
621,263 
825,037 
799,806 
280,811 

788,699 
624,532 
854,130 
857,027 
290,507 

668,852 
530,763 
718,490 
718,195 
246,358 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

839,563 
1,499,631 
1,912,595 
971,336 
561,201 

872,705 
1,521,129 
1,978,285 
985,578 
595,504 

742,460 
1,285,901 
1,672,428 
836,577 
495,711 

Mi  ssouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 

1,280,412 
272,250 
410,615 
274,250 
272,250 

1,323,597 
283,883 
413,791 
283,883 
283,883 

1,112,588 
240,710 
350,758 
240,710 
240,710 
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 FY' 81  -  FY'83  

1981  1982*  1983** 

Current 

  Actual  Estimate  Estimate 


New  Jersey 

1     OM    C\  "7 
1  ,8J2 ,Ol 1 

i,oby, JJ  / 

T    coo  noo 
1 ,588 ,028 

New  Mexico 

2.1 2.,  250 

283 ,883 

240,710 

New  YorK 

A    A  oo    no  c 

4, 4yy ,  y85 

A     C  A  O  /^"70 

4,548,0/8 

3,815,469 

North  Carolina 

1,208,864 

1,298,672 

1,099,405 

North  Dakota 

274,250 

283,883 

240,710 

Ohio 

"5    A  A "  1     AO  A 

2,442,4y4 

2,5±2,12o 

O    TOO     £^ 1 

OKianoma 

743,350 

767,689 

649,102 

Oregon 

o2J ,oyi 

£T7  Oil 

bJ / ,83  / 

549,483 

Pennsylvania 

3,201,572 

3,279,222 

2,778,019 

Rhode  Island 

274,250 

283,883 

240,710 

South  Carolina 

C*7Q  AOI 

5/y,48/ 

oJO, 2b4 

531 ,292 

ooutn  DaKota 

272,250 

283  ,883 

240,710 

Tennessee 

1 ,0J4 ,054 

1,08b ,8  /8 

918,392 

Texas 

2,731 ,098 

2,882,758 

2,445,236 

Utah 

274,250 

283,883 

240,710 

Vermont 

2/2, 25U 

28 J ,88  J 

240,710 

Virginia 

1,061,159 

1,100,548 

941,700 

Washington 

876,161 

924,685 

788,535 

West  Virginia 

482,360 

500,810 

423,163 

Wisconsin 

1,164,112 

1,168,553 

998,477 

Wyoming 

272,250 

283,883 

240,710 

American  Samoa 

34,031 

35,485*** 

30,089' 

Guam 

137,125 

141,941 

120,355 

Puerto  Rico 

572,658 

576,705 

522,738 

Trust  Territories  of 

Pacific  Islands 

136,125 

141,941 

120,355 

Virgin  Islands 

136,125 

141,941 

120,355 

Northern  Mariana  Islands 

;  35,031 

35,485 

30,089 

Evaluations 

244,349 

573,500 

Based  on  U.S.  Bureau  of  the  Census  1980  population  estimates 
and  the  provisions  of  Title  III  of  the  Older  Americans  Act. 

Based  on  projected  populations,  final  allotments  may  vary 
upon  publication  of  official  data  from  the  U.S.  Bureau  of 
the  Census. 


***  This  amount  will  be  included  as  part  of  the  total  funds  allot- 
ted to  American  Samoa  to  meet  the  FY  1978  hold  harmless  level. 


426 

DEVELOPMENTAL  DISABILITIES 
Basic  Support 


FY                    FY  FY 
1981                1982  1983 
Request         Request  Request 


Total  "57"  States..  $42 , 145  , 045  $41 , 153, 000  $24  , 674  ,  399 

Alabama   859,379  836,  530  533,807 

Alaska   250  ,000  250,000  24,979 

Arizona   395  ,568  387,564  241,724 

Arkansas   493,258  480,146  306  ,325 

California   3,179  ,628  3,095,218  1,968,347 

Colorado   408,635  400,328  247,034 

Connecticut   485  ,857  472,941  301,741 

Delware.   250,000  250,000  57,644 

D.C   250,000  250,000  56  ,680 

Florida   1,471,151  1,432,  082  912  ,802 

Georgia....   1,017,304  990,270  631,591 

Hawaii   250,000  250,000  84,949 

Idaho   250,000  250,000  101,771 

Illinois   1,743,830  1,697,  480  1,082  ,828 

Indiana   978,349  952,  342  607,568 

Iowa   539,173  524,836  334,946 

Kansas   399  ,924  389,296  248  ,309 

Kentucky   805  ,717  784,283  500  ,686 

Louisiana   824  ,935  803,008  512  ,262 

Maine   250,709  250,000  150  ,526 

Maryland   631,284  614,516  391,760 

Massachusetts   988,579  962,305  613,817 

Michigan   1,556  ,731  1,515,340  966  ,955 

Minnesota   702,261  683,597  436  ,041 

Mississippi   608  ,477  592,302  377,873 

Missouri....   918,115  893,711  570,145 

Montana   250,000  250,000  90  ,727 

Nebraska   287,958  280,  304  178,817 

Nevada   250,000  250,000  51,836 

New  Hampshire   250  ,000  250,000  97,211 
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FY                       FY  FY 
1981                  1982  1983 
Request  Request  Request 


1 

,133 

,964 

1, 

103, 829 

704 

,049 

New  Mexico  

252 

753 

?so  oon 
-j  \j  , 

142 

,025 

New  York .   .  .     • • • • • 

3 

,067 

.917 

2 , 

986 , 349 

1 

905 

,560 

North  Carolina  

1 

,197 

.734 

1 1 

165 , 891 

743 

913 

t  y  ±  j 

North  Dakota  

250 

,000 

250,000 

84 

,  707 

1 

,926 

,231 

1, 

875, 024 

1 

,196 

,306 

Oklahoma.  .   . 

537 

,312 

523 , 0  31 

333 

,6  42 

406 

,282 

395 , 490 

252 

142 

Pennsylvania  

2 

,220 

,089 

2, 

161 , 052 

1 

,379 

,  184 

250 

,000 

250 , 000 

104 

944 

639 

,398 

622, 403 

397 

,040 

South  Dakota  

250 

,000 

250 , 000 

91 

,990 

Tennessee. ......... 

936 

,926 

912 , 019 

581 

,877 

Texas  

2 

,220 

.  174 

2 , 

161 , 200 

1 

377 

,850 

Utah 

274 

222 

269,172 

152 

,553 

250 

,000 

250,000 

62 

,637 

921 

,921 

897, 419 

572 

,425 

Washington  

587 

,027 

571 ,435 

364 

272 

West  Virginia 

485 

,090 

478  750 

301 

,70  8 

872 

'629 

849^  431 

541 

,937 

250 

,000 

250,000 

38 

,933 

American  Samoa  

135 

,000 

135, 000 

3 

,127 

135 

,000 

135,000 

12 

,029 

993 

,554 

967, 106 

617 

,792 

Trust  Territory  of 

Pacific  Islands 

135 

,000 

135, 000 

13 

,153 

135 

,000 

135, 000 

11 

,132 

Northern  Mariana 

135 

,000 

135, 000 

1 

,684 
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DEVELOPMENTAL  DISABILITIES 
Protection  and  Advocacy  Grants 


Request  Request  Request 


Total  "57"  States...   $7,302,601     $7,680,000  $7,302,601 

Alabama.   145,736  154  ,451  145  ,736 

Alaska   50,000  50  ,000  50,000 

Arizona.,   68,000  71,054  68  ,000 

Arkansas   83,651  88  ,651  83  ,651 

California   539  ,317  571,504  539,317 

Colorado   69  ,944  73,109  64  ,944 

Connecticut   82,395  87,321  82  ,395 

Delaware   50,000  50  ,000  50  ,000 

D.C   50  ,000  50  ,000  50  ,000 

Florida    249,516  264,415  249,516 

Georgia   172,528  182,838  172  ,528 

Hawaii   50,000  50  ,000  50  ,000 

Idaho   50,000  50,000  50,000 

Illinois   295  ,736  313  ,412  295  ,736 

Indiana   165,916  175,834  165  ,916 

Iowa   91,434  96  ,902  91,434 

Kansas   67,824  71,877  67,824 

Kentucky    136,628  144,803  136,628 

Louisiana   139  ,900  148  ,262  139  ,900 

Maine    50,000  50,000  50,000 

Maryland   107,067  113,462  107,067 

Massachusetts   167  ,655  177  ,674  167,655 

Michigan   263,996  279  ,781  263,996 

Minnesota   119  ,098  126  ,215  119  ,098 

Mississippi   103,191  109  ,359  103,191 

Missouri   155  ,702  165  ,009  155,702 

Montana   50  ,000  50,000  50  ,000 

Nebraska   50  ,000  51,754  50  ,000 

.Nevada   50  ,000  50  ,000  50  ,000 

New  Hampshire   50  ,000  50  ,000  50  ,000 
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FY  FY  FY 

1981  1982  1983 

Request  Request  Request 


New  Jersey  

$  192 

,312 

203  ,805 

192 

,312 

New  Mexico 

50 

,000 

50  ,000 

50 

,000 

New  York . . 

520 

,271 

551,378 

520 

,271 

North  Carolina 

203 

,118 

215 ,262 

203 

,118 

North  Dakota  

50 

,000 

50,000 

50 

,000 

Ohio. 

326 

,662 

346  ,191 

326 

,662 

91 

,123 

96  ,569 

91 

,123 

68 

,906 

73,021 

68 

,906 

376 

,484 

399  ,000 

376 

,484 

50 

,000 

50  ,000 

50 

,000 

108 

,426 

114  ,917 

108 

,426 

50 

,000 

50,000 

50 

,000 

158 

,890 

168  ,389 

158 

,890 

376 

,545 

399  ,035 

376 

,545 

50 

,000 

50,981 

50 

,000 

50 

,000 

50  ,000 

50 

,000 

156 

,350 

165  ,694 

156 

,350 

99 

,562 

105  ,507 

99 

,562 

82 

,250 

87  ,176 

82 

,250 

147 

,987 

156  ,  833 

147 

,987 

5  0 

,000 

50,000 

50 

,000 

30 

,000 

30  ,000 

30 

,000 

30 

,000 

30  ,000 

30 

,000 

168 

,468 

178  ,555 

168 

,468 

Trust  Territory  of 

Pacific  Islands... 

30 

,  000 

30  ,000 

30 

,000 

30 

,000 

30  ,000 

30 

,000 

Northern  Mariana 

30 

,000 

30  ,  000 

30 

,000 
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Services  to  Selected  Groups 
Estimates  for  Consultant  Services 

Obligations 


*  Program  Activity   FY  1982  FY  1983 

Administration  for  Children, 

Youth  and  Families   3,200,000  3,  200,000 

Administration  on  Aging....  2,110,000  2,110,000 

Administration  for  Develop- 
mental Disabilities   450,000  450,000 

Administration  for  Native 

Americans.....   540,000  540,000 

Social  Services  Research...  1,368,000  '  1,300,000 

Salaries  and  Expenses   400,000  400,000 


TOTAL   8,068,000  8,000,000 

Description  of  the  Need  for  Consultant  Services 

The  FY  1983  budget  request  includes  $8,000,000  for  consultant 
services.     By  definition,   consultant  services  are  intended  to 
assist,  advise  or  render  an  opinion  and  performed  by  outside 
individuals  or  institutions  with  exceptional  qualifications  of 
training,   skill  and  experience.     Each  HDS  program  activity  has 
specific  and  identifiable  needs  for  consultant  services.  Such 
services  include  analysis,   review,   evaluation  or  reporting  and 
have  as  their  purpose  improving  coordination  that  will  form  a 
strategy  which  will  encompass  and  provide  vehicles  for  HDS 
client  groups  to  attain  self-sufficiency.     Consultant  services 
in  HDS  would  be  targeted  to: 

Administration  for  Children,   Youth  and  Families     -  Provides  for 
evaluation  of  key  Head  Start  program  components  in  the  health, 
social  and  cognitive  areas,    including  a  special  focus  on  the 
handicapped  population  and  program  management  improvement. 
Project  samples  include:   Head  Start  measures  of  program  effects 
on  children,   secondary  analysis  of  mainstreaming  of  handicapped 
children  into  Head  Start.     Non-evaluation  consultant  services 
will  provide  information  and  data  analysis  to  the  Head  Start 
program  on  which  to  make  more  specific  management  policies 
i.e.,.     Studies  on  Head  Start  costs  including  space  and 
licensing  and  child  care  support  and  economic  self-sufficiency. 
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Administration  on  Aging     -  AOA  plans  to  award  consultant 
services  contracts  primarily  in  evaluations  of  the  nutrition 
services,   area  agencies  and  relationships  with  private  sectors. 
Non-evaluation  contracts  are  planned  for  the  performance  of 
administrative  functions  to  assist  in  collecting  data  to 
formulate  rural-urban  aging  policy. 

Administration  for  Developmental  Disabilities  -  The  ADD 
contracts  for  consultant  services  are  for  evaluation  plans 
involving  such  activities  as  protecting  rights  and  benefits  of 
individuals  affected  by  deinstitutionalization  and  resource 
allocation  process  utilized  in  developing  State  plans. 

Administration  for  Native  Americans  -  ANA  plans  to  utilize 
consultant  services  for  projects  such  as  evaluation  of  the  ANA 
reservation  program  and  study  on  Indian  child  welfare  and 
comprehensive  services  transfer. 

Social  Services  Research  -  Consultant  services  contracts  for 
this  activity  are  planned  to  include  evaluation  strategy  for  HDS 
training  programs  and  OHDS  Indian  program  consolidation  and  also 
the  evaluability  assessment  of  the  social  services  block  grant. 

Salaries  and  Expenses  -  Services  of  appointive  consultants  are 
primarily  utilized  to  provide  expertise  in  unique  program  areas 
where  expert   staff  is  not  available  in-house.     Implementation  of 
projects  usually  necessitates  use  of  outside  experts  to  provide 
advice  and  counsel  in  the  planning  and  administration  of 
specific  programs. 


*  Discussion  of  rehabilitation  services  estimates  can  be  found 
in  the  Education  volume  of  the  congressional  justification. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Office  of  Human  Development  Services 
Human  Resources  Research  and  Demonstration 


FY  1983   Budget  Page  No 

Appropriation  language  and  Explanation 

of  language  changes   143 

Amounts  available  for  obligation   144 

Summary  of  changes   145 

Budget  authority  by  activity   148 

Budget  authority  by  object   148 

Authorizing  legislation   149 

Table  of  estimates  and  appropriations   151 

Justification:   General  Statement:   153 

A.  Narrative 

1.  Social  Services  Discretionary 

Activities   157 

2.  National  Institute  of 

Handicapped  Research   161 
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Appropriation  Estimate 
Human  Development  Services 
Human  Resources  Research  and  Demonstration 

Tor  carrying  out  section  426,    1110 ,   and  1115  of  the 
Social  Security  Act,   section  125  and  145  of  the  Developmental 
Disabilities  Assistance  and  Bill  of  Rights  Act,    sections  504(h) 
and  810  of  the  Omnibus  Budget  Reconciliation  Act  of  1331,   and  the 
Runaway  Youth  Act,    357 ,  291,000 . 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

OFFICE  OF  HUMAN   DEVELOPMENT  SERVICES 
HUMAN  RESOURCES   RESEARCH  AND  DEMONSTRATION 


Amounts  Available  for  Obligation 
1982 

1981  Current  1983 

Actual  Estimate  Estimate 


Appropriation....    $75,483,000     $60,109,000  $57,291,000 


Unobl igated 
balance  lapsing.       1, 020, 000 


Total 

obligations...     $74,463,000     $60,109,000  $57,291,000 
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Summary  of  Changes 


1982  Estimated  budget  authority 

1983  Estimated  budget  authority 

Net  change  


560,109,000 
57, 291, 000 


-$  2,818,000 


1982  Base 


Change  from  Base 


Decreases ; 

Amount  associated  with 
President's  budget 
policy  to  reduce 
Federal  spending: 

Human  Development  Services 

Discretionary  Activities.       21,459,000  -  749,000 

National  Institute 
of  Handicapped 

Research   28,  560,  000  -  2,  069,  000 


Total  decreases.. 


S2, 818, 000 


Net  change 


S2, 818, 000 
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Budget  Authority  by  Activity 


1982 


Social  Services 
Discretionary 

Activities   $45,733,000         $31,549,000  $30,800,000 

National  Institute 
of  Handicapped 

Research   29,  750,000  28,560,000  26,491,000 


Total  Budget 

Authority   $75,483,000         $60,109,000  $57,291,000 

Bueget  Authority  by  Object 


1982                  T9~S1  Increase 
Current            Budget  or 
Estimate  Request  Decrease 


Grants,  subsidies 

and  contributions..     $58,062,000     $60,109,000  -$2,818,000 
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1982             1982  1983  1983 

Amount  Current  Amount  Budget 

Author i zed  Estimate  Authori  zed  Request 


j ) National 

Institute  of 
Handicapped 
Research:  Section 
604(h)   of  the 
Omnibus  Budget 
Reconciliation 

Act  of  1981...      35,000,000     28,560,000       35,000,000  26,491,000 


Total 

Appropriation..  $60,109,000  $57,291,000 

Total 
Appropriation 
against  definite 

authorizations..     $82,256,000  $49,501,000     $82 , 256 , 000  $26 , 471 , 0003/ 

1/  In  1983  an  amount  of  $30,800,000  is  requested  to  consolidate 
categorical  programs  for  which  specific  amounts  were  previously 
appropriated.     Definite  authorizations  for  these  activities  total  $47 
million  in  both  1982  and  1983. 


2/  The  authorization  of  $25  million  is  for  the  entire  Runaway  Youth 
Program  which  includes  a  toll-free  communications  system.  This 
system  will  be  supported  under  this  appropriation  in  1983.     The  basic 
program  will  be  supported  under  the  Services  to  Selected  Groups 
appropriat  ion . 

3/  In  addition,    $30,800,000  is  requested  against  for  definite 
authorizations  totaling  $47,000,000  and  three  indefinite 
author i  zat  ions . 
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Human  Services   Research  and  Demonstration 


Year 


Budget 
Es  t  imate 
to  Congress 


House  Senate  Appropri 

Allowance       Allowance  ation 


1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 


$57, 291, 000 


Note:   This   is  a  new  appropriation  in  1983. 
Comparable  amounts  prior  to  1983  are  not  available. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 


Office  of  Human  Development  Services 


Human  Resources  Research  and  Demonstration 


1982 
Current 
Estimate 


1983 
Estimate 


Increase 
or 

Decrease 


Social  Services 

Discretionary  Activities .  .   $31,549,000  $30,800,000 


749, 000 


National  Institute 
of  Handicapped 
Research  


28, 560, 000 


26, 491, 000 


-2,069,000 


Total 


$60,109,000  $57,291,000 


-$2, 818,000 


General  Statement 


The  Office  of  Human  Development  Services  supports  research  and 
demonstration  activities  designed  to  identify  and  disseminate  best 
practices  that  will  result  in  more  effective  and  efficient  delivery 
of  social  services  to  special  populations  which  include  children, 
youth,    the  handicapped,   and  those  who  are  developmen tally  disabled. 

The  Social  Services  Discretionary  activities  program  consolidates 
several  programs  that  were  authorized  and  funded  categorically  in 
the  past.     Consolidated  activities  include  child  abuse  and  neglect 
discretionary  activities,   child  welfare  research  and 
demonstration, the  Runaway  Youth  toll-free  communication  system, 
developmental  disabilities  special  projects  and  university 
affiliated  facilities,   and  social  services  research.     The  proposed 
consolidation  will  provide  greater  flexibility,  eliminate 
duplication  of  effort,   and  produce  more  effective  and  efficient 
planning  strategies. 

Support  will  continue  for  the  National  Institute  of  Handicapped 
Research  to  fund  research  and  demonstration  projects,    research  and 
training  centers,   and  rehabilitation  engineering  centers.  These 
activities  promote  a  comprehensive  and  coordinated  approach  toward 
rehabilitation  research  and  disseminate  rehabilitation  information 
and  technology.     A  detailed  discussion  of  the  National  Institute  of 
Handicapped  Research  is  included  in  the  Education  volume  of  the 
Congressional  justifications. 
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Program  Accosipl  i  shments  -  Over  the  past  several  years,    the  Office  of 
Human  Development  Services  has  conducted  research,  demonstrations 
and  evaluations   in  areas  addressing  child  day  care,   child  welfare, 
child  and  family  development,    youth,    the  de velopmentally  disabled 
and  technology  transfer. 

In  the  day  care  area,    research  findings  have  supported  nationl  and 
local  policy,  development  and  decision  making,   and  have  served  to 
increase  overall  knowledge  of  day  care  practices  and  services 
delivery. 

Youth  research  findings  which  have  examined  and  identified  needs  and 
problems  of  runaway  youth  have  been  widely  desseminated  to 
strengthen  the  provision  of  services  to  these  youth  and  their 
families . 

Research  in  the  area  of  child  welfare  includes  the  development  of 
exemplary  State  licensing  materials  which  impact  on  child  placing 
agencies,    child  care  institutions  and  foster  homes.     The  child 
welfare  system  has  been  improved  through  the  development  and 
establishment  of  the  Child  Welfare  Resource  Information  Exchange. 

In  the  area  of  the  identification  and  prevention  of  child  abuse, 
good-practice  standards  for  child  protection  have  been  published;  a 
model  child  protection  act  for  use  by  States  has  been  published;  a 
22  volume  Child  Abuse  and  Neglect  User  Manual  series  has  been 
disseminated;   and  over  50,000  children  have  been  served  by  over  75 
service  improvement  projects. 

The  Runaway  Youth  toll-free  communication  system  has  served  over 
600,000  youth  and  their  families  during  the  last  three  years.  In 
1982  200,000  youth  were  served. 

Special  projects  supported  by  the  Developmental  Disabilities  program 
have  improved  the  quality  and  quantity  of  services  required  to  meet 
the  special  needs  of  the  developmentally  disabled.  Demonstration 
programs  have  focused  on  improving  services  by  implementing 
standards,   on  increasing  consumer  and  volunteer  confidences,   and  on 
supporting  programs  for  special  groups  including  the  aged,    rural  and 
minority  groups. 

The  University  Affiliated  Facilities  program  has  provided  funds  to 
support  the  administration  of  these  facilities  which  have  trained 
over  750,000  individuals  since  1978. 

In  the  area  of  technology  transfer  and  cross-cutting  research,  model 
residential  care  facility  standards  have  been  implemented;  models 
for  coordinating  transportation  services  have  been  developed,  and 
guides  for  integrating  non-service  planning  with  ongoing  programatic 
systems  have  been  developed  for  city  and  county  officials. 

Program  accomplishments  of  the  National   Institute  of  Handicapped 
Research  can  be  found  in  the  Education  volume  of  the  Congressional 
justification. 
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Regulatory  Activities 

The  two  programs  in  this  appropriation  for  which  regulations  for 
research  and  demonstration  grants  have  been  promulgated  are 
Developmental  Disabilities  Special  Projects  and  University- 
Affiliated  Facilities  grants  and  Child  Abuse  and  Neglect  grants. 
These  regulations  are  being  reviewed  as  a  part  of  the  review  of  all 
regulations  for  these  two  programs  by  one  of  the  regulatory  relief 
task  forces  established  by  the  Secretary.     The  aim  of  the  task  force 
is  to  simplify  and  consolidate  regulations  pertaining  to  State  plan 
reports.,    financial  management,   enforcement  and  other  cross-cutting 
issues  and  to  eliminate  unnecessary  program  -  specific  regulations. 

Typically,   requirements  for  research  and  demonstration  grants  are 
published  in  the  Federal  Regi s ter  in  the  form  of  program 
announcements,   not  regulations.     These  program  announcements  contain 
program  priorities,   eligibility  and  application  information  and 
other  requirements  or  limitations  that  may  be  applicable  to  such 
grants.     The  most  recent  program  announcement  was  a  consolidated 
announcement  covering  all  Human  Development  Services  research, 
demonstration,   evaluation,   training  and  technology  transfer  grants 
and  cooperative  agreements  for  FY  1982  and  the  first  quarter  of  FY 
1983.     It  was  published  November  16,    1981   (46  FR  56364)  with  a 
supplemental  announcement  published  January  13,    1982   (47  FR  1658). 
In  prior  fiscal  years,   separate  program  announcements  were  published 
by  each  program  administration. 

The  Federal  administrative  costs  for  regulatory  activities 
pertaining  to  the  above  two  programs  are  incorporated  in  the 
regulatory  activity  estimates  for  the  Services  selected  Groups 
appropriation. 
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Social  Services  Discretionary  Activities 

Authorizing  Legislation  -  Sections  426,   1110,  and 
1115  of  the  Social  Security  Act;  Section  610  of  the 
Omnibus  Budget  Reconciliation  Act  of  1981;  Sections 
123  and  145  of  the  Developmental  Disabilities  and  Bill 
of  Rights  Act  of  1981;  and  the  Runaway  Youth  Act. 

FY  1982  1983  Estimate  Increase  or 

Current  Decrease 
Est  imate  Authori-  Budget 

zat  ion  Authority 

$31,549,000         1/  $30,800,000  -$  749,000 

1/     Authorizations  under  Sections  426,  1110,  and  1115 
are  indefinite;  -the  authorization  for  Child  Abuse 
discretionary  activities  is  $12,000,000;  the 
authorization  for  Developmental  Disabilities 
discretionary  activities  is  $10,000,000;  and  the 
authorization  for  the  Runaway  Youth  Program  is 
$25,000,000. 

Purpose  and  method  of  operations 

The  request  for  Social  Services  Discretionary 
Activities  will  support  grants  and  cooperative 
agreements  for  research,  demonstration,  evaluation, 
training,  technical  assistance  and  technology  transfer 
projects  which  will:     1)   add  to  existing  knowledge;  2) 
promote  the  development  of  new  methods  and  techniques 
for  the  planning,  management,  delivery  and 
coordination  of  social  services  programs;  or,  3) 
foster  improvements  in  existing  social  services 
systems . 

The  funds  requested  will  support  overall  Human 
Development  Services  and  program  objectives  through 
projects  which: 

1.     Support  activities  that  assist  alternative 
State/local  service  delivery  systems  in:  (a) 
fostering  individual  self-sufficiency  and  economic 
self-support;     (b)  preserving  families  and 
promoting  family  stability;   reducing  neglect, 
abuse,  or  mistreatment  of  vulnerable  persons;  (c) 
promoting  independent  living  where  possible  and 
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assuring  appropriate  institutional  care  where 
needed;   and     (d)   stimulating  improved  use  of 
private  and  public  resources  in  the  delivery  of 
social  services. 

2.     Support  activities  that  assist  State/local 
service  delivery  and  management  systems  by  (a) 
promoting  effective  program  operations  through 
improved  planning,   resource  allocation,  policy 
development,   information  reporting,  accounting, 
procurement,  auditing,  and  monitoring;  (b) 
facilitating  evaluation,  training,  model 
curriculum  and  materials  development,  and  capacity 
building . 

In  addition  to  the  above,   areas  funded  will  focus  on 
special  projects  of  national  significance  for 
developmental  disabilities,  child  abuse  and  neglect, 
foster  care,  adoptions,  and  the  runaway  youth  toll 
free  communications  system.     The  funds  required  will 
assure  continued  research  and  development  support  by 
Human  Development  Services  for  these  areas  of  national 
concern  during  a  period  of  change  in  the  Federal/State 
relationship . 

Without  the  requested  funds,  there  will  be  substantial 
reduction  in  support  for  current  projects  and  efforts 
to  assist  State  and  local  governments  to  assume  their 
new  responsibilities.     If  reductions  are  sustained  the 
result  would  oe  as  follows: 

1.  the  elimination  of  demonstration  efforts  to 
implement  service  quality  measure  in  five 
State/local  sites; 

2.  the  elimination  of  analysis  of  State/local 
resource  allocation  procedures;  and 

3.  the  reduction  of  research  support  in  State/local 
efforts  to  analyze  work  force  needs,  productivity, 
and  efficiency  of  operations. 

Rationale  for  the  Budget  Request 

Consolidation  of  Social  Services  Research  and 
Utilization  is  part  of  Human  Development  Services' 
plan  to  reduce  overlapping  and  uncoordinated  research 
and  demonstration  authorities.     This  process  would 
provide  the  Secretary  with  maximum  flexibility  in 
targeting  activities  to  areas  of  special  need. 
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The  following  categorical  activities  have  been 
consolidated  into  the  Social  Services  Discretionary 
Activities  programs:  Child  Abuse,  the  Runaway  Youth 
National  Switchboard,  Developmental  Disabilities 
Special  Projects  and  University  Affiliated  Facilities, 
Social  Services  Research,   and  Child  Welfare  Research 
and  Demonstration. 

In  fiscal  year  1983,  a  level  of  $30,800,000  will 
support  research,  demonstration  and  evaluation 
projects  in  the  priority  areas  of  child  welfare;  day 
care;  child  abuse  and  neglect;  developmental 
disabilities;  social  services  delivery  and  management; 
and  rehabilitation  of  the  disabled.     In  addition, 
support  will  be  continued  for  the  national  switchboard 
for  runaway  youth  and  the  national  adoption  exchange 
system. 

Projects  will  include  research  into  the  impact  of 
current  child  welfare  services  delivery  practice  and 
the  development  of  methods  to  improve  these  practices; 
research  into  alternative  ways  to  improve  day  care  and 
the  development  of  models  to  demonstrate  quality  day 
care  practices;  and  the  development  of  alternative 
models  for  long-term  care  of  the  developmentally 
disabled . 

The  reduction  of  $749,000  from  the  1982  amounts 
currently  available  is  consistent  with  the  President's 
budget  policy  to  reduce  Federal  spending. 
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National  Institute  of  Handicapped  Research 

Title  II  of  the  Rehabilitation  Services  Act  of  1973,   as  amended 
by  section  604(h),   of  the  Omnibus  Budget  Reconciliation  Act  of 
1981 . 


1982   1983  Estimate   Increase 

Current  Budget  or 

Estimate   Authori  za t ion     Authori  ty  Decrease 


528,560,000  $35,000,000     326,491,000  -$2,069,000 


A  detailed  discussion  of  this  program  can  be  found  in  the 
Education  volume  of  the  Congressional  justification. 
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Appropriation  Estimate 

Child  Welfare  Block  Grant 

For  making  payments   to  States  for  foster  care,  adoption 
assistance,   child  welfare  services  and  training  activities 
under  the  Child  Welfare  Block  Grant  Act,    $  380 ,  120 ,  00 0 ;  Provided 
that  this  amount  shall  be  available  for  obligation  only  upon 
enactment  of  authorizing  legislation. 


166 


450 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Office  of  Human  Development  Services 
CHILD  WELFARE  BLOCK  GRANT 


Amounts  Available  for  Obligation 

1982  1983 

1981  Current  Budget 

Actual   Estimate  Request 


Appropriation   5173,750,000       $465,149,000  $380,120,000 

Unobligated  balance 

start  of  year...  9,186,000  5,000,000   

Unobligated  balance 

transferred  from 

SSA   21,573,000   

Unobligated  balance 

end  of  year   -5,000,000     

Unobligated  balance 

lapsing    21,  000     


Total  obligations.       $177,915,000       $491,722,000  $380,120,000 
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Summary  of  Changes 


1982  Estimated  budget  authority  $465,149,000 

1983  Estimated  budget  authority   380,  120,  000 

Net  change  -$  85,029,000 


1982  Base 


Change   from  Base 


Increases 


Amount  associated  with 
new  Child  Welfare  Block 
Grant  


+$380, 120,000 


Total  increase. 


+$380, 120, 000 


Decreases ; 

Amount  associated  with 
deleting  Child  Welfare 
Services  as  a  categorical 
program  and  including  those 
activities  under  the  proposed 
block  grant  

Amount  associated  with 
deleting  Foster  Care  as 
a  categorical  program  and 
including  those  activities 
under  the  proposed  block  grant 

Amount  associated  with 
deleting  Adoption 
Assistance  as  a 
categorical  program  and 
including  those  activities 
under  the  proposed  block 
grant  

Amount  associated  with 
deleting  Child  Welfare 
Training  as  a  categorical 
program  and  including  those 
activities  under  the 
proposed  block  grant.. 


156,326,000  -  156,326,000 


300,000,000  -  300,000,000 


5,000,000  -  5,000,000 


3,828,000  3,823,000 


Total  decreases 


Net  change 


-$465, 149,000 
-$  85,029,000 
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Budget  Authority  by  Activity 


1982 

1981  Current  1983 

Actual  Estimate  Estimate 


Child  Welfare 

Block  Grant   $    $    $380,120,000 

Child  Welfare 

Services   172,716,000  156,326,000 

Foster  Care   327,824,000  321,573,000   

Adoption 

Assistance     10,000,000   

Child  Welfare 

Training   5, 199,  000  3,  823,  000   


505,739,000  491,722,000  320,180,000 


Adjustment  for  amounts 
previously  financed 

from  other  accounts  -327,824,000 


Total  obligations.  177,915,000  491,722,000  380,120,000 

Unobligated 
balance,  start 

of  year   -9,186,000  -5,000,000   

Unobligated 
balance  transferred 

from  other  accounts    -21,573,000   

Unobl igated 
balance,   end  of 

year   5,000,000    --- 

Unobl igated 

balance  lapsing..   21        


Total  budget 
Authori  ty . . . 


$173,750,000         $465,149,000  $380,120,000 
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Budget  Authority  by  Object 


1982  1983 Increase 

Current  Budget  or 

Estimate  Request  Decrease 


Grants,  subsidies 
and  contributions. 


$465, 149,000     $380,120,000  -385,029,000 
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Authorizing  Legislation 


1982  1982                 1983  1983 

Amount  Current          Amount  Budget 
Authorized     Estimate       Author i  zed  Request 

Child  Welfare 
Services  Block 
Grant  (propsosed 

law)   $    $    S  Indefinte  $380,120,000 

Child  Welfare 
Services  (Social 
Security  Act, 
Title  IV,  part 
B,  Section 

420)   266,000,000     156,326,000  1/ 

Foster  Care 
(Social  Security- 
Act,   Title  IV-E 

and  IV-A)  Block 

Grant  (propsosed 

law)   Indefinte     300,000,000  Indefinte  1/ 

Adoption 
Assistance 
(Social  Security 
Act,   as  amended, 

Title  IV-E)   Indefinte         5,000,000  Indefinte  1/ 

Child  Welfare 
Training  (Social 
Security  Act,  as 
amended,  Section 

426)   Indefinte         3,823,000  Indefinte  1/ 


1/  These  programs  are  proposed  for  consolidation  under  the 
Child  Welfare  Block  Grant. 
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Child  Welfare  Block  Grant 


Budget 

Estimate  House  Senate  Appropri- 

Year   to  Congress  Allowance         Allowance  action 

1973 
1974 
1974 
1976 
1977 
1978 
1979 
1980 
1981 
1982 

1983  380,120,000 


Note:  This  is  a  new  appropriation.  Comparable  amounts 
prior  to  1983  are  not  available. 
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CHILD  WELFARE  SERVICES 
BLOCK  GRANT  1/ 

1932  1983  Increase  or 

Estimate  Estimate  Decrease 

Child  Welfare  $3,823,000    $-3,823,000 

Ser.  Trng. 

Child  Welfare  156, 326,  000    -156  ,326  ,000 

Services 


AFDC  Foster  300,000,000 
Care 


•300,  000  ,  000 


Adoption              5,000,000    -5,000,000 

Assistance 

Child  Welfare    380,120,000  +380,120,000 

Services 

Block       

Grant            $465,149,000  $380,120,000  $-85,029,000 


^/Authorization  for  the  Child  Welfare  Services  Block 
Grant  is  dependent  on  passage  of  legislation  to  be 
presented  to  the  Congress. 


General  Statement 


Four  programs,  Child  Welfare  Services  Training,  Child 
Welfare  Services  State  Grants,  Aid  to  Families  with 
Dependent  Children-Foster  Care,   and  Adoption  Assis- 
tance are  proposed  for  consolidation  into  a  new  Child 
Welfare  Services  block  grant  to  States.     The  programs 
included  in  this  consolidation  provide  support  to  the 
States  for  child  welfare  services  to  support  and  keep 
families  together,  to  reunify  children  with  their 
families,   and  where  this  is  not  possible,   to  find 
adoptive  homes  for  children.     They  provide  funds  to 
States  to  assist  in  the  costs  of  foster  care  mainten- 
ance for  eligible  children  as  well  as  administrative 
costs  to  manage  the  program  and  training  for  staff. 
They  also  provide  funds  to  States  to  assist  in  paying 
maintenance  costs  for  children  who  are  adopted  under 
certain  circumstances.     In  addition,   they  support 
training  for  persons  who  intend  to  make  a  career  in 
child  welfare  services,   and  they  provide  teaching  and 
training  center  grants  to  schools  of  social  work. 
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While  these  programs  with  exception  of  child  welfare 
training,  have  all  provided  funds  directly  to  the 
States,   each  for  their  own  set  of  services  or  support- 
ing activities,   they  have  each  done  so  in  a  limited 
catetorical  area.     Moreover,  these  programs  have  car- 
ried with  them  regulations  and  requirements  which,  at 
times,  have  not  been  consistent  with  local  priorities. 
Except  for  training,   these  programs  have  matching  re- 
quirements . 

The  proposed  block  grant  consolidation  would  shift 
these  programs  from  a  categorical  approach  to  direct 
assistance  to  the  States  for  services  to  children.  In 
FY  83,  on  average,  each  State  would  receive  about  8  2 
percent  of  its  FY  1932  funding  level.     This  block  grant 
approach  would  reduce  and  simplify  the  requirements 
under  which  States  and  local  service  agencies  now  must 
operate  in  order  to  receive  Federal  funding.  Different 
requirements  for  funding  for  similar  services  from 
different  programs  would  be  eliminated.     States  could 
select  the  particular  services  and  service  agencies 
which  best  meet  each  of  their  needs.     The  overall  goal 
of  this  block  grant  would  be  to  provide  publicly- 
financed  child  welfare  services  more  effectively  at 
lower  cost  to  those  in  need. 


Program  Accomplishments 

This  appropriation  request  assumes  Congressional 
enactment  of  the  President's  recommended  changes  in 
the  enabling  legislation.     By  the  time  the  1983 
appropriations  are  enacted,   it  is  expected  that 
Congress  will  have  completed  action  on  the  changes  in 
enabling  legislation. 

In  Fiscal  Year  1981,   34  States  effected  service  im- 
provements in  accordance  with  the  Adoption  Assistance 
and  Child  Welfare  Act  of  1980.     These  include  con- 
ducting an  inventory  of  all  children  in  foster  care 
in  the  past  six  months,  having  a  case  plan  for  each 
child  in  foster  care  and  a  case  review  system  in 
place,   implementing  services  to  reunify  foster  children 
with  their  natural  families  or  to  place  foster  chil- 
dren in  permanent  adoptive  homes  when  appropriate, 
and  instituting  an  information  system  for  tracking  the 
status  of  children  in  foster  care.     Of  these  34  States, 
25  have  also  implemented  a  program  of  preplacement 
prevention,   services  for  children  and  families  at  risk. 
These  service  improvements  impact  upon  many  of  the 
approximately  2,000,000  children  and  their  families  who 
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at  any  given  time  depend  on  public  child  welfare  agen- 
cies for  in-home  and  foster  care  services.     Payments  to 
States  under  Title  IV-A  and  IV-E  of  the  Social  Security 
Act  help  support  foster  care  payments  for  an  average  of 
115,000  children  each  month.     In  addition,  most  States 
have  taken  advantage  of  the  provisions  of  Title  IV-E  of 
the  Act  and  are  providing  adoption  assistance  payments 
for  children  as  provided  under  the  Act. 

The  Child  Welfare  Services  Training  program  has  pro- 
vided training  and  technical  assistance  to  State  Child 
Welfare  Agencies  and  to  persons  working  in  the  child 
welfare  field.     The  program  has  also  awarded  grants 
to  schools  of  social  work  to  support  students  commited 
to  careers  in  child  welfare  services.     In  FY  1982,  105 
traineeships  supported  8  04  students  taking  courses  in 
child  welfare.     Over  the  past  four  years   (FY  1979- 
1982),   432  grants  provided  support  to  4,068  students. 
In  addition,   special  child  welfare  educational  re- 
sources have  been  developed  by  schools  of  social  work 
throughout  .the  country  as  a  result  of  grants  under 
the  Child  Welfare  Services  Training  program. 


Regulatory  Activities 

A  new  foster  care  and  adoption  assistance  statute  and 
a  revised  child  welfare  services  statute  were  enacted 
June  1980    ("Adoption  Assistance  and  Child  Welfare  Act 
of  1980").     Proposed  regulations  were  published  by  the 
Department  on  December  31,    1980    (45  FR  86813) .     A  75- 
day  comment  period  and  public  hearings  in  each  region 
were  provided.     Regulations  for  this  program  are  being 
reviewed  by  one  of  the  regulatory  relief  task  forces 
established  by  the  Secretary  whcse  aim  is  to  simplify 
and  consolidate  regulations  on  State  plan  reports, 
financial  management,   enforcement,   and  other  cross- 
cutting  issues,   and  to  eliminate  unnecessary  program  - 
specific  regulations.     A  second  task  force  is  also 
looking  at  these  programs  to  identify  simplifications 
and  ways  to  reduce  barriers  to  State  effort  to  develop 
integrated  eligibility  determination  and  recordkeeping 
systems.     In  Fiscal  Year  1981,   it  is  estimated  that 
5.5  person  years  of  effort  costing  $167,970  were  need- 
ed to  develop,   review,  promulgate  and  enforce  regu- 
lations.    In  Fiscal  Year  1982,   it  is  estimated  that 
10.5  person  years  of  effort  costing  $336,000  will  be 
needed  to  develop,   review,   promulgate  and  enforce  regu- 
lations.    These  figures  are  based  on  a  narrow  defini- 
tion of  "regulatory  activities"  and  do  not  include 
costs  for  program  development  or  program  performance 
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activities.     In  1983,   any  regulatory  effort  needed  to 
implement  a  child  welfare  services  block  grant  will 
occur  following  passage  of  such  legislation. 
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Child  Welfare  Services  Block  Grant 


19  8  2 
Current 
Estimate 


19  83  Estimate  Budget 


Increase 
or 

Decrease 


Budget 

Authori  zation  Authority 


$465,149,000     Proposed        $380,120,000  $-85,029,000 
Legislation 

Purpose  and  Method  of  Operation  —  This  program 
consolidates  four  categorical  programs  in  the  Child  Welfare 
area:     Aid  to  Families  with  Dependent  Children-Foster  Care, 
Adoption  Assistance,  Child  Welfare  Services  State  Grants 
and  Child  Welfare  Services  Training.     These  programs  all 
have  a  common  goal  --  improving  the  welfare  of  children 
and  families  who  are  "at  risk."     These  four  programs 
support  a  broad  variety  of  services  and  training.  They 
provide  services  intended  to  keep  children  with  their 
families,   to  provide  maintenance  payments  for  children 
in  foster  care,   to  find  adoptive  homes  for  children  who 
cannot  return  to  their  families,   to  improve  child  welfare 
services  through  training  and  technical  assistance  and  to 
assist  States  with  the  costs  of  maintaining  and  improving 
this  child  welfare  system.     The  proposed  Child  Welfare 
Services  Block  Grant  would  consolidate  all  of  these  pro- 
grams into  a  single  funding  source,  provide  these  funds 
to  the  States  and  territories  with  fewer  requirements, 
and  allow  the  States  and  territories  to  use  these  funds 
to  meet  their  particular  needs,   consistent  with  local 
priorities . 

Funds  would  be  provided  to  each  State  on  the  basis  of  a 
formula  contained  in  the  proposed  legislation. 

Rationale  for  the  Budget  Request  —  There  is  a  clear  need 
in  all  States  and  territories  for  child  welfare  services. 
Federal  support  is  requested  in  order  to  help  defray  a 
portion  of  the  costs  these  services  impose  on  States  and 
terri  tories , 

The  proposed  Child  Welfare  Services  Block  Grant  will 
continue  to  provide  funds  to  States  to  assist  in  sup- 
porting these  services.     However,   it  will  do  so  in  a 
way  which  allows  the  States  much  greater  flexibility 
in  making  decisions  about  specific  service  priorities 
and  needs  without  the  limiation  of  narrow  categorical 
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programs  and  extensive  Federal  rules  and  regulations . 
Under  the  Child  Welfare  Services  Block  Grant  States  may 
fund  any  of  the  services  or  combination  of  services 
authorized  by  the  four  existing  categorical  programs. 

The  FY  19  83  appropriation  request  of  $380,120,000  will 
provide  each  State  approximately  82  percent  of  their 
FY  19  82  shares  of  the  four  categorical  programs.  State 
tables  for  19  83  are  not  available  pending  resolution 
of  the  formula  in  the  proposed  law. 

Legislation  proposing  establishment  of  the  Child  Welfare 
Block  Grant  is  currently  under  development.  Specific 
provisions  of  the  Act  are  therefore  not  available.  How- 
ever,  the  general  objectives  and  protections  of  the  new 
legislation  will  be  basically  the  same  as  those  enumerated 
in  P.L.  96-2  72.     Among  the  provisions  under  consideration 
for  inclusion  are  requirements  that  States  conduct  an 
inventory  of  all  children  in  foster  care  in  the  past  six 
months,  institute  an  information  system  for  tracking  the 
status  of  children  in  foster  care,  have  a  case  plan  for 
each  child  in  foster  care  and  a  case  review  system  in 
place,   and  implement  services  to  reunify  foster  children 
with  their  natural  families,   or  where  appropriate,  place 
foster  children  in  permanent  adoptive  homes. 

Although  the  objectives  of  the  Child  Welfare  Block  Grant 
legislation  will  be  similar  to  those  of  P.L.  96-272, 
the  proposed  methods  of  achieving  these  objectives 
will  be  significantly  different.     The  role  of  the  Federal 
government  will  be  considerably  reduced  and  States  will 
be  given  greater  discretion  to  tailor  the  use  of  Federal 
funds  to  meet  their  own  needs  and  priorities.  Another 
major  advantage  of  the  proposed  legislation  is  that  a 
cap  would  be  placed  on  Federally- financed  fester  care 
maintenance  payments  thus  reducing  the  incentive  States 
have  to  place  children  in  foster  care.     In  addition,  the 
enactment  of  the  block  grant  would  result  in  major  reduc- 
tions in  reporting  and  other  burdens  imposed  on  the  States 
by  P.L.  96-272. 

The  Adoption  Assistance  Program  was  funded  for  the  first 
time  in  1981.     Because  it  will  be  1983  before  total  State 
expenditure  for  19  81  and  19  82  are  determined,   State  tables 
cannot  be  provided  at  this  time. 
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STATE  TABLES 

CHILD  WELFARE  SERVICES 
TITLE  IV-B 
Actual  and  Estimated  Awards 


1981  1982  1983 

Actual  1/  Estimate  2/       Estimate  3/ 


Total  " 

$  163,550,000 

$  156,326,000 

Alabama 

2,936,403 

3,277,136 

Alaska 

253,306 

259,315 

Arizora 

2,015,438 

2,003,836 

Arkansas 

2,309,713 

1,928,662 

California 

11, 447, 146 

12,939,528 

Colorado 

2,258,114 

1,907,129 

Connecticut 

2,053,260 

1,697,076 

Delaware 

383,859 

435,614 

D.C. 

337,832 

347,315 

Florida 

4,919,166 

5,741,337 

Georgia 

3,828,462 

4,368,286 

Hawaii 

575,468 

666,455 

Idaho 

751,547 

850,553 

Illinois 

7,588,541 

6,592,262 

Indiana 

3,523,078 

3,885,466 

Iowa 

2,457,660 

2,002,044 

Kansas 

1,826,781 

1,552,323 

Kentucky 

3,487,015 

2,964,133 

Louisiana 

3,253,543 

3,571,754 

Maine 

1,136,349 

953,270 

Maryland 

3,074,691 

2,572,865 

Massachusetts 

3,698,908 

3,549,172 

Michigan 

7,422,853 

5,914,879 

Minnesota 

2,542,215 

2,782,080 

Mississippi 

2,265,637 

2,481,913 

Missouri 

4,138,647 

3,4^3,225 

Montana 

815,094 

668,289 

Nebraska 

1,382,056 

1,145,725 

Nevada 

493,478 

468,774 

New  Hampshire 

641,161 

702, b78 

184 
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1981  1982  1983 

Actual  1/  Estimate  2/       Estimate  3/ 


New  Jersey 

?  4,9-34,131 

(J          A      Art/"      "7^  O 

9     4  ,  Oyb  ,  /JLO 

New  Mexico 

1, 059 , 438 

1,161, 815 

New  icrx 

n   /ii  o  nnc 
1Z, 41Z , UUb 

in    /IT?    no  o 
1(J , 4.5 / , (Job 

North  Carolina 

A    nn  /!  Am 

4 , 004 , Or  / 

4 , 563 , 247 

North  Dakota 

666,545 

555,319 

Ohio 

"7    £"70  "7/1*7 

/  /  b  /y  /  /4  / 

"7    AT  A  IK 

/ , Z1Z, lib 

Oklancma 

z ,  bz-i ,  lo  / 

*>  i  ci  C3.c 
z , lb / , bJb 

Oregon 

z ,  uoi ,  y  /  o 

i , boo , y / b 

Pennsylvania 

c   cc~i  CAA 
b ,  bbJ  ,  o-i-4 

/ , bub , zib 

Rhode  Island 

781,603 

669,401 

Q/An*^Vi   PaT"n1  ipa 

T    ICQ  ZAQ 
J  ,  lJ7  ,  J-iO 

Z  ,  0:7.5  ,  y-iu 

South  Dakota 

/bJ , bo  / 

625 , 445 

Tennes  see 

"3     'QQ     O  "7  A 

"J    S"7/1  QA/I 

j , b  /  4 , yu4 

Texas 

0  ,  0  /  J  , JlS 

iu , ooj , uby 

Utah 

1,  b / J , b4b 

i    /ion  A"7c 
1, 480 , J  /b 

Vermont 

539,427 

468,915 

Virginia 

A   ">c.a  7SC 
4 , Zby ,  /ob 

o , boy , y4b 

Wa  shington 

A    OOC  AQ*7 

z, Bob, jy / 

A    /ion    c  n^ 

Z,  480 , 506 

West  Virginia 

1  806  230 

Jm  /   <J  \J\J    f  tm~J\J 

1,549,323 

Wisconsin 

3,014,651 

3^345'l69 

Wyoming 

424,007 

368,543 

.American  Samoa 

NA 

NA 

Guam 

226,438 

223,563 

Puerto  Pico 

5,258,464 

3,847,108 

Trust  Territory  of 

Pacific  Islands 

NA 

NA 

Virgin  Islands 

202,708 

177, 7b3 

Northern  Mariana 

Islands 

98,124 

96,941 

1/  Includes  funds  reallotted  to  eligible  States. 

2/  Assumes  all  States  meet  conditions  for  fall  share  of  appropriation. 

3/  This  program  is  being  terminated.    Similar  activities  may  be 
carried  out  under  the  proposed  Child  Welfare  Block  Grant. 
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FOSTER  CARE 
TITLE  IV-E/A 
ACTUAL  AND  ESTIMATED  AWARDS 


1981  1982  1983 

Actual  Estimate  1/       Estiinate  2/ 


Total 

$  347,367,846 

$  300,000,000 

Alabama 

1,810,769 

2,070,000 

Alaska 

204,703 

240,000 

Arizona 

1,128,458 

1,470,000 

Arkansas 

956,694 

570,000 

California 

45,059,027 

49,110,000 

Colorado 

1,853,672 

810,000 

Connecticut 

1,755,366 

1,410,000 

Delaware 

471,895 

360,000 

D.C. 

644,970 

990,000 

Florida 

1,680,162 

1,650,000 

Georgia 

2,532,110 

2,760,000 

Guam 

NA 

NA 

Hawaii 

20,298 

30,000 

Idaho 

383,082 

330,000 

Illinois 

5,059,550 

4,800,000 

Indiana 

1,496,539 

1,050,000 

Iowa 

1,434,963 

1,260,000 

Kansas 

3,266,258 

3,900,000 

Kentucky 

2,538,035 

1,530,000 

Louisiana 

3,330,445 

3,960,000 

Maine 

2,047,124 

2,250,000 

Maryland 

3,458,017 

3,060,000 

Massachusetts 

2,302,818 

NA  . 

Michigan 

17,597,473 

22,890,000 

Minnesota 

3,771,988 

5,490,000 

Mississippi 

963,192 

990,000 

Missouri 

3,110,768 

2,130,000 

Montana 

703,045 

780,000 

Nebraska 

928,498 

1,410,000 

Nevada 

369,506 

450,000 

136 
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1981  1982  1983 

Actual  Estimate  1/       Estimate  2/ 


New  Hampshire 

^         ^Qn  18^ 

New  Jersey 

7  4^£ 

/  4UJ  ,  4ju 

£.  ,  ^.ZU  ,  UUU 

New  Mexico 

107,194 

120,000 

New  York 

161,318,420 

119,130,000 

M^T—f-Vi  rami  t  r\a 
vKJl.  LI  1  Lai     L  1  t  Jet 

Norrn  uajso  ta 

0O<i ,  Uho 

/  DU , UUU 

Ohio 

4   077  7^^ 

,  -LJ-U  ,  UUU 

Oklahoma 

982,621 

1,380,000 

Oregon 

6,706,314 

4,320,000 

ecl  11        Xval  LLcL 

"}n  7QQ  878 

~>C\  84Q  nan 

.U (Otj, UHU 

Puerto  Rlco 

IMA. 

IMA 

Rhode  Island 

125,000 

600,000 

South  Carolina 

1,413,881 

630,000 

South  Dakota 

506,962 

810,000 

Tennessee 

2,910,384 

1,950,000 

Texas 

5,149,659 

5,580,000 

Utah 

805,068 

450,000 

Vermont 

897,162 

870,000 

Virgin  Islands 

NA 

NA 

Virginia 

3,180,824 

2,940,000 

Washington 

3,894,558 

2,700,000 

West  Virginia 

964,022 

1,050,000 

Wisconsin 

7,552,886 

9,360,000 

Wyoming 

65,264 

60,000 

1/  Estimated  State's  share  of  funds  available  limited  to  $300,000,000. 


2/  This  program  is  being  terminated.    Similar  activities  may  be 
carried  out  under  the  proposed  Quid  Welfare  Block  Grant. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  HUMAN  DEVELOPMENT  SERVICES 
Work  Incentives 


FY  19  8  3  Budget  Page 

Amounts  available  for  obligation   188 

Summary  of  changes   189 

Budget  authority  by  activity   190 

Budget  authority  by  object   191 

Authorizing  legislation   193 

Table  of  estimates  and  appropriations   194 

Justification: 

A.  General  statement   195 

B.  Grants  to  States   201 

C.  Program  Direction  and  Evaluation   20  3 

D.  State  tables   205 
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Amounts  Available  for  Obligation 


1981 
Actual 


1982 
Estimate 


1983 
Request 


Appropriation 


$365,000,000  $245,760,000 


Comparative 
transfer  to: 
Department  of 
Labor,  Employ- 
ment and  Training 
Administration 
for  Program 
Administration , 
Salaries  and 

Expenses     -9  ,  744  ,  000 

Unobligated  balance 

lapsing   2  ,  494  ,  000    

Total  Obligations.     362,506,000  236,016,000 
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Summary  of  Changes 


1982  estimated  budget  authority 

1982  comparative  transfer  

1983  estimated  budget  authority 


5245,760,000 
-  9  ,  744,000 


Net  change 


-'$  236  ,  016  ,  000 


1932  Base 


Change  from  3ase 


Amount 


Amount 


Decreases : 
Program: 

1.  To  provide  for  a 
reduction  in  Grants 
to  States  due  to 
phase  out  of 

program   $231,  760,000       -$231,  760,000 

2.  To  provide  for  a 
reduction  in 

project  contracts...       $4  ,  256 , 000  -$4,256  ,  000 


Total  change. . 


-$236,016,000 
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Budget  Authority  by  Activity 


1981 
Actual 


1982 
Estimate 


1983 
Revised 
Request 


?os  . 


Amount 


Pos . 


Amount 


Pos .  Amount 


Grants  to 

States...   —     350,960,000     --     231,760,000  ~ 

Program 
direction 
and  eval- 
uation...   224     14,040,000      202    14,000,000  — 


Total 
budget 

authority  224   365,000,000      202  245,760,000  — 

(Standard 
level 


charge)      (— )      (  1,  141,000  )   (— )     (1,  003  ,  000),  (— )       (— ) 


user 
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Budget  Authority  by  Object 

Increases 
1982  1933  or 

Estimate        Estimate  Decreases 


Total  number  of 

permanent  positions....  202 

Full-time  equivalent 
of  all  other 
positions  

Total  compensable 

workyears   195 


Personnel  compensation: 

Permanent  position   5,  624  ,000* 

Positions  other  than 
permanent  

Other  personnel 

compensation   116  ,  000* 


Subtotal,  personnel 
compensation   5,740,000* 

Personnel  benefits   552  ,000* 

Benefits  for  former 

personnel   368,  000* 

Travel  and  trans- 
portation of 

persons   363,000* 

Transportation  of  things.  11,000* 

Rent,  communications  and 

utilities   299  ,  000* 

Standard  level  user 

charges   1,003,  000* 

Printing  and 

reproduction   178,  000* 

Other  services..   1,194  ,000* 

Project  contracts   4  ,  256  ,  000         —  -4  ,  256  ,  000 

Supplies  and  materials..  69,000* 
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Budget  Authority  by  Object  (continued) 


1982 
Estimate 


1983 
Estimate 


Increases 
or 

Decreases 


Equipment 


7,000* 


Grants,  subsidies, 

and  contributions . . .  231,760,000 


-231,760,000 


Total  budget  authority 
by  object  


$245,760,000 


-236,016,000 


(Consultant  services)  .      ( — ) 


*In  1982,   these  items  total  $9,744,000  which  is  the 
salaries  and  expenses  amount  for  the  WIN  program. 
In  1983  the  request  for  salaries  and  expenses  appe, 
in  the  Department  of  Labor  Employment  and  Training 
Administration,   Program  Administration  account. 
Change  entries  appear  in  that  budget. 
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Authorizing  Legislation 


1982 
Amount 
Authorized 


1983 

19  82  Amount 
Estimate  Authorized 


1983 
Budget 
Request 


Social 
Security 
Act  as 
amended— 

Sec.  431— 

Work 

Incentive 
Program 
for  Re- 
cipients 
of  Aid  to 
Families 
with 

Dependent 

Children; 

and 
Sec.   401 — 
Child  Care 

(Related 

to  Work 

Incentive 

Program) .. Indefinite  $245,760,000  Indefinite  --- 

1/  19  81  amendment 
Part  IV,  A,  Sec. 
445  Establishes 
the  WIN  Demon- 
stration Program 
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Work  Incentives 


1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 


Budget 

Estimate  House  Senate 

to  Congress       Allowance      Allowance  Appropriation 

$290,420,000-/  2/  $455,133,000  390,420,000-/ 

543,434,000  $384,434,000     340,443,000  340,443,000 

280,000,000     280,000,000     210,000,000  210,000,000 

330,000,000    400, ooo, 000-/400, ooo, oorr  400,000,000-/ 

315,000,000     370,000,000     370,000,000  370,000,000 

356,000,000     365,000,000     365,000,000  36  5,000,000-/ 

365,271,000     285,000,000     385,000,000  385,000,000 


385,000,000     365,000,000     385,000,000  365,000,000 


385,000,000  365,000,000 


5/ 


365,000,000 


321,025,000     321,025,000     256,000,000  245,760,000 


3/ 


3/ 


3/ 


1/  Comparable  revised  request  shown  for  197  3. 
2/  House  did  not  consider  request. 

3/  No  appropriation  received;   funds  received  under  a 
Continuing  Resolution. 

4/  Includes  $70  million  supplemental  appropriation 
in  the  1976  Continuing  Resolution. 

5/  Senate  did  not  consider  request. 


476 


195 


Justification 
Work  Incentives 


Increase 

1982  1983  or 

Estimate  Request  Decrease 

 Pos  .  Amount        Pos  .  Amount  Pos.  Amount 

Grants  to 

States     ~     $231,760,000     ~         —         --  -$231,760,000 

Program 
direct- 
ion s  x/  v 

eval.  202-'  14,000,  000-'  —  —  —  -4,256,000 
Budget 

author-         ,  ,  ,  . 

ity  202±x   245,  760,  000-7—         ~         —     -236,  016  ,000 


General  Statement 

The  Work  Incentive  Program  is  the  major  resource  of 
employment  and  training  services  for  the  recipients  of 
Aid  to  Families  with  Dependent  Children  who  are  required 
to  register  for  employment  and  work-related  training. 
Primary  program  emphasis  is  on  placing  the  maximum 
number  of  participants  in  self-supporting  employment, 
thus  reducing  the  cost  of  the  nation's  welfare 
assistance . 

The  1931  legislation   (Part  IV,  C,   Sec.   445  of  the  SSA  as 
Amended  in  1981)   created  the  WIN  Demonstration  Projects, 
which  are  administered  by  the  Office  of  Family 
Assistance,  DHHS ,  and  funded  from  the  WIN  Regular 
appropriation.     These  Demos  are  intended  to  demonstrate 
the  value  of  a  single  agency   (welfare)   administration  of 
a  WIN  program.     Approximately  half  the  States  submitted 
applications  to  run  demos  beginning  FY  '82. 

In  developing  the  FY   '83  budget  request,  consideration 
was  given  to  the  Administration's  FY   '83  work/welfare 
proposal  which  will  include  a  mandatory  State  Community 
Work  Experience  Program   (CWEP)   which  will  replace  both 
the  Regular  and  the  WIN  Demonstration  Program. 

1/     Includes  comparative  transfer  amount  of  $9,744,000 
for  salaries  and  expenses. 
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Program  Description 

The  Work  Incentive  Program  is  the  major  on-going  program 
focused  specifically  on  the  work-welfare  issue.     WIN  is 
designed  to  place  eligible  welfare    (AFDC)  recipients/ 
applicants  into  nonsubsidized  jobs,   using  a  work  require- 
ment and  a  variety  of  employment  and  social  services  to 
achieve  welfare  savings  and  enable  registrants  to 
achieve  economic  self-sufficiency. 

All  non-exempt  and  voluntary  recipients  of  Aid  to 
Families  with  Dependent  Children  are  registered  and  given 
labor  market  exposure.     Those  with  employment  potential 
are  certified  and  provided  services.     The  employment  and 
training  agencies  provide  for  the  registration  of  indivi- 
duals,  testing,   and  couseling   (including  the  development 
of  an  employability  plan  for  each  Work  Incentive  Program 
participant),   job  referral  services,   job  development, 
direct  job  placement,   and  follow-up  of  all  employed 
participants.     These  agencies  also  negotiate  sub-con- 
tracts with  local  employers  and  educational  and  training 
facilities  to  provide  on-the-job  training,  subsidized 
public  service  employment,  work  experience  and  institu- 
tional training.     The  Separate  Administrative  Units  are 
responsible  for  certifying  that  necessary  social  services 
have  been  arranged  or  are  available  to  enable  a  Work 
Incentive  Program  registrant  to  accept  employment  and 
training  services,  or  that  no  social  services  are  needed 
and  that  the  individual  is  ready  for  employment  or 
training.     In  addition  to  child  care,   supportive  services 
may  include  family  planning,  counseling  and  vocational 
rehabilitation  services,  and  remedial  employment  related 
medical  services. 

Program  Accomplishments 

In  FY  1982  States  will  implement  the  1980  Disability 
Amendments  to  the  Social  Security  Act,  which  provide 
for  employment  and  Social  Services  to  AFDC  Applicants. 
Formerly  only  recipients  could  be  given  these  services. 
This  policy  change  should  enable  more  applicants  to 
enter  employment,   and  avoid  receiving  AFDC  Grants. 

The  Work  Incentive  Program  was  funded  at  the  $356,000,000 
level  in  Fiscal  years  1979  through  1981.     In  fiscal  year 
1982  the  funding  has  been  reduced  three  times  since 
September  1931.     The  current  1982  level  of  $231,760,000 
represents  a  one-third  reduction  from  the  original 
planning  level  and  has  required  initial  phasedown 
activity.     Those  States  choosing  to  operate  WIN 
Demonstration  Projects  will  begin  straggered  implementa- 
tion in  fiscal  year  1982.     These  programs  will  also  be 
phasing  down  by  the  end  of  1982  and  will  close  out,  as 
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will  the  regular  WIN  program  in  fiscal  1983  utilizing 
unspent  carryover  funds. 

In  1982,  program  direction  and  evaluation  activities 
centered  around  providing  states  selecting  the  WIN 
demonstration  mode  of  services  delivery  with  technical 
assistance  to  implement  these  new  programs.  In 
addition,  both  WIN  regular  and  WIN  demonstration  pro- 
grams were  given  technical  help  in  phasing  down  the 
programs  during  fiscal  1982  in  anticipation  of  close- 
out  in  early  1982.     Research  and  evaluation  activities 
will. involve  completing  those  efforts  and  studies 
underway.     Some  of  the  program  direction  and  evaluation 
resources  will  be  utilized  to  fund  increased  postage 
costs  experienced  by  the  States. 

In  FY  1981,   the  program  registered  about  1.6  million 
registrants,  or  approximately  35  percent  of  the  AFDC 
heads  of  households.     They  were  served  by  slightly  less 
than  13,000  State  employment/welfare  staff  in  the  50 
States,   the  District  of  Columbia,  Puerto  Rico,  Guam, 
and  the  Virgin  Islands.     In  summarv .  WIN  registered 
over  1  million  new  applicants,  placed  nearly  one-third 
into  unsubsidized  employment,  and  enabled  over  half  of 
those  in  jobs  to  get  off  the  welfare  rolls  completely. 
In  1981  the  ratio  of  annualized  welfare  grant  reduc- 
tions   ($760,000,000)    to  total  WIN  costs  ($366,000,000) 
is  better  than  two  to  one. 

Program  objectives  are  to  maximize  the  following: 

-  Number  of  registrants  entering  full  and  part- 
time  unsubsidized  employment  expected  to  last 
30  days  or  more. 

-  Number  of  registrants  entering  full  and  part- 
time  employment  who  retain  their  jobs  for  30 
days  or  more, 

-  Number  entering  employment  from  labor  market 
exposure  (applicants). 

-  Dollar  volume  of  annualized  welfare  grant. 

-  Average  wage  of  registrants  entering  employment. 
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The  following  table  shows  Work  Incentive  Program 
accomplishments  in  Fiscal  Year  1981  and  projections  for 
fiscal  years  1982  and  1983: 


1.  Entered 

Employment 

2.  Retention 

Rates 

3.  Off  Welfare/ 

Employed 


1981 
Actual 
310,303 


88.77% 


164,972 


19  8  2  1/ 
Estimate 
200,000 


80% 


110, 000 


1983  3/ 
stimate 
5,000 


2,500 


Annualized 
Welfare 

Grant  $760,000,000 

Reductions 
Average 
annualized 
welfare  Grant 
Reduction  Per 
Entered 

Employment  $2,449 


y 

$507,  00-0,  000 


$12,500,000 


$2,535 


1/  Projects  for  FY   '82  include  WIN  Demonstration  Projects 
as  well  as  regular  WIN.     For  FY   '82  approximately 
50%  of  the  States  will  be  operating  WIN  Demonstration 
Projects  for  varying  periods  of  time   (two  to  nine 
months) . 

2/  As  authorized  by  the  Social  Security  Disability 

Amendments  of  1980,  greater  emphasis  is  being  placed 
on  finding  jobs  for  Aid  to  Families  with  Dependent 
Children  applicants  before  they  become  welfare 
recipients.     Because  of  this,   an  estimated  27,000 
individuals  in  1982  will  be  placed  before  becoming 
welfare  recipients.     Thus,  the  $507  million  for  1982 
will  be  derived  only  from  the  173,000  individuals  in 
1982  receiving  welfare  assistance  out  of  the  total 
of  200,000  individuals  expected  to  enter  employment 
in  1982. 


2/  Assumes  unspent  carry-over  funds  of  about  $11  million 


In  1981,  program  direction  and  evaluation  accomplish- 
ments include  the  following: 

1.      Began  staff  assistance  to  Office  of  Family 

Assistance  (HKS)  to  assure  a  smooth  transition 
from  the  WIN  Regular  Program  to  the  WIN  demon- 
stration program   (Boren-Moynihan) .  This  will 
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occur  in  approximately  2  5  States  during  the 
first  half  of  FY  '82. 

2.  Developed  and  implemented  twc  sets  of  Regulation 
changes  required  by  the  Omnibus  Budget  Recon- 
ciliation Act  of  1981  and  the  Social  Security 
Disability  Amendments  of  198  0;   the  first  set 
related  to  changes  in  the  welfare  work  require- 
ments area  and  the  second  focused  on  providing 
employment  search  for  AFDC  applicants,  and 
reducing  less  productive  work  by  State  staff, 

3.  Completed  a  social  services  delivery  system 
study  which  provided  recommendations  for  im- 
proving the  delivery  of  social  services  to  WIN 
registrants . 

4.  Competed  two  State  agency  productivity  studies, 
based  upon  the  extensive  Urban  Institute 
findings.     The  cooperative  Federal/State  study 
provided  the  basis  for  recommendations  to 
improve  both  their  organizational  structure, 
delivery  systems,  and  ultimately  their  outputs. 


Regulatory  Activities 


In  FY  1981  and  the  beginning  of  FY  1982,   the  Work 
Incentive  Program   (WIN)   published  two  rules,  both  as  a 
result  of  recent  legislation.      (See  46  FR  46776, 
September  21,   1981  re:     The  Omnibus  Budget  Reconcila- 
tion  Act  and  46  FR  48606,  October  1,   1981  re:  Public 
Law  96-265) . 

Primary  activity  in  FY  1982  will  focus  on  a  complete 
review  of  the  WIN~regulations ,     These  regulations  at 
45  CFR  224  have  been  designated  for  review  by  the 
President's  Task  Force  on  Regulatory  Relief,     The  pur- 
pose of  the  review  is  to  determine  the  extent  to  which 
the  regulations  may  be  revised  to  allow  greater  flexi- 
bility in  the  State  administration  of  the  program  and 
to  reduce  reporting  and  recordkeeping  burden. 

In  FY  1981  we  estimate  that  3  person  years  at  a  cost  of 
$91,620  was  needed  to  develop,   review  and  promulgate 
regulations;   2,5  person  years  were  needed  to  implement 
and  enforce  these  regulations  at  a  cost  of  368,715. 

For  FY  1982  we  estimate  2  person  years  will  be  needed 
for  development,   review  and  promulgation  of  regulation 
at  a  cost  of  $64,000.     Implementation  and  enforcement 
costs  we  estimate  at  $80,000  representing  2.5  person 
years  of  effort.      (These  figures  are  based  on  a  narrow 
definition  of  "regulatory  activities"  and  do  not  include 
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costs  for  program  performance  activities) .  FY  1983 
regulatory  activities  will  depend  on  future  congres- 
sional action. 
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Grants  to  States 

Authorizing  legislation  -  Title  IV,  Parts  A  and  C,  of 
the  Social  Security  Act,   as  amended. 


1982  Increase 
Current  or- 
Estimate  1983  Estimate  Decrease 


Budget  Budget  Budget 

Authority  Authorization     Authority  Authority 

$231,760,000       Indefinite  ~  -$231,760,000 


Purpose  and  Method  of  Operation 

The  WIN  program  was  established  by  the  Social  Security 
Amendments  of  1967.     Its  mission  is  to  move  recipients 
of  Aid  to  Families  with  Dependent  Children   (AFDC)  into 
productive  jobs,   thereby  increasing  their  self- 
sufficiency  and  reducing  welfare  rolls  and  expenditures. 
In  addition  to  direct  placement  and  training,  the 
current  program  model  includes  employabili ty  planning, 
job  search  instruction,  child  care,  transportation, 
various  types  of  counseling,   and  other  supportive 
services . 

The  program  is  administered  jointly  by  the  Department  of 
Health  and  Human  Services  and  the  Department  of  Labor 
through  the  National  Coordination  Committee.  Employment 
and  training  activities  are  administered  by  the  Depart- 
ment of  Labor,   and  social  services  are  administered  by 
the  Department  of  Human  Services.     State  expenditures  are 
matched  by  Federal  payments  at  the  rate  of  90  percent. 
Federal  funding  provided  to  the  States  allows  them 
maximum  flexibility  to  design  the  program  mix  most  suit- 
able to  their  population  and  priorities.     The  States 
develop  an  annual  state  WIN  Plan  and  budget  in  which 
they  designate  training  services,   subject  to  the  provi- 
sions of  Section  413(b)    and   (c)   of  the  Social  Security 
Act,   and  the  proportion  of  funds  to  be  used  for  child 
care  and  supportive  services. 

Justification  for  FY  1983  Request 

In  fiscal  year  1983  the  regular  WIN  program  admin- 
istered by  the  Departments  of  Labor  and  Health  and 
Human  Services  and  the  WIN  Demonstration  Program 
administered  by  the  Office  of  Family  Assistance  within 
the  latter  department  will  be  replaced  by  a  welfare/ 
work  program,   the  Community  Work  Fxperience  Program 
(CWEP) .     Therefore,   no  new  budget  authority  is 
requested  for  Grants-to-S tates  for  fiscal  year  1983. 
Phase  down  of  the  two  programs  will  begin  in  fiscal 
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year  1982  and  be  completed  in  fiscal  year  1983  using 
an  estimated  $11,000,000  of  obligated  but  unspent 
funds  carried  over  from  fiscal  year  1982. 

Summary  of  Change 

1982  Estimated  budget  authority   $231,  760,000 

1983  Estimated  budget  authority    0 

Change  -231,760,000 


1982  Change 
Base  from  3ase 

Amount  Amount 


Decrease : 
Program: 

1.     Reduction  of  grants 
to  states  due  to 

program  phase  out  $231,760,000     $231,760  ,  000 

Total  decrease   -231,  760,000 
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Program  Direction  and  Evaluation 

Authorizing  legislation  -  Title  IV,  Part  C  of  the  Social 
Security  Act,   as  amended. 


Purpose  and  Method  of  Operation  -  The  program  direction 
and  evaluation  activity  provides  Federal  support 
necessary  for  overall  program  development,  research, 
evaluation  and  administration  of  the  Work  Incentive 
Program.     Funding  for  this  activity  provides  for  the 
salaries  and  expenses  of  202  Department  of  Labor 
National  and  Regional  Office  support  positions  and 
through  contractual  and  in-house  services  for  technical 
assistance  and  training,   research  and  evaluation. 

Justification  for  FY  1933  Request  -  In  fiscal  year  1983, 
no  new  budget  authority  is  requested  from  program 
direction  and  evaluation  activities  which  fund  other  than 
salaries  and  expenses  due  to  the  anticipated  close  out  of 
the  program  early  in  1983.      (The  salaries  and  expenses 
request  is  being  consolidated  with  the  Program  Adminis- 
tration account  of  the  Department  of  Labor) . 

*  Includes  FY  1982  comparative  transfer  of  $9,744,000 
for  salaries  and  expenses.     In  1933,   the  budget  request 
will  appear  in  the  Department  of  Labor,   Employment  and 
Training  Administration,  Program  Administration 
appropriation  request. 


FY  1982 
Current  Estimate 
Budget 


FY  1983*  Estimate 

Budget 
Pos.  Authoritv 


Increase  or 
Decrease 


Pos . *  Authoritv* 
202  14,000,000 


-$4,256,000 


Summary  of  Change 


1932  Estimated  budget  authority 

Comparative  transfer  

1983  Estimated  budget  authority 


$14,000,000 
-9  ,  744  ,  000 


-4  ,  256 , 000 
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1982 
Base 
Amount 


Change 
from  Base 
Amount 


Decrease : 
Program: 

1.     Reduction  of  contractual 
services,  technical 
assistance  and  evaluation 

due  to  program  phase-out  $4,256,000       -$4,256  ,  000 

Total  decrease   -4  ,  256  ,  000 
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Work  Incentives 
GRANTS  TO  STATES  1/ 

Actual  and  Estimated  Awards  for  Work  Incentive 
Program  Employment  and  Training 
Activities  and  Social  Services 

Fiscal  Years  1981-1983 


1982  Revised  1983 
State  1981  -  Estimate  2/  Request 


Alabama 

3,265,709 

A       1   C  *"?      ~l  A  A  ± 

2,157,744* 

Alaska 

one    "7  n  q 
o  U  b  ,  /  U  o 

Arizona 

A     A  c  a     a  a  a 

2,462,002 

T       A  A  ,1  ATA* 

1,384, 019* 

Arkansas 

o    ~\  n  a    n  c  ~i 
e.  r  J.U4  f  U  0  / 

1      TIC     "7  A.  "3  * 

California 

AO      A  r  f      A  f  £ 

48,466, 466 

A  A       A  C  A       A  A  /I 

30,350,094 

Colorado 

5,931,981 

3,749,167 

Connecticut 

5,021,664 

3,200,743 

Delaware 

1      1  "7  A      A  1  "3 

779  ,  577* 

Dist.  of  Col. 

A     c  a  a     o  a  A 

3 , 500 , 803 

2,191,686 

Florida 

5,253,639 

3,382,483* 

Georgia 

5 ,  818 ,685 

3,494,643 

Guam 

260,000 

173,290 

Hawaii 

1,932, 005 

1,368,657 

i  aano 

z  ,  J / U , ±z  / 

1       Til       01  /t 

Illinois 

17,186,676 

11,355,868* 

Indiana 

4,495,044 

3,100,282 

Iowa 

3,462,059 

2,386,001 

Kansas 

2,707,905 

1,715,838 

Kentucky 

3,601,046 

2,346,621* 

Louisiana 

2, 835,389 

1,707,129 

Maine 

2,011,088 

1,238,632* 

Maryland 

6, 408, 099 

4,300,583* 

Massachusetts 

11,066,647 

7, 647, 113* 

Michigan 

25,544,329 

15, 381,134* 

Minnesota 

6,501,302 

4, 547 , 667 

Mississippi 

3,052,411 

1,775,408 

Missouri 

5,586,502 

3,  159  ,  391 

Montana 

1, 556,138 

1,035,647 

Nebraska 

1,227,892 

776, 714* 

Nevada 

1, 030, 754 

677,753 

New  Hampshire 

768,759 

481,806 

New  Jersey 

13, 693,180 

8, 442,987* 

New  Mexico 

1, 595, 483 

971,606  | 

New  York 

28,526,947 

19,924,373  ! 

North  Carolina 

4,847,948 

3, 311,819 

North  Dakota 

963,018 

534,556 
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Work  Incentives 
GRANTS  TO  STATES  1/ 

Actual  and  Estimated  Awards  for  Work  Incentive 
Program  Employment  and  Training 
Activities  and  Social  Services 
(continued) 


,  /       '         198  2  Revised       19  83 
State  1981  -  Estimate  2/  Request 


Ohio 

19, 641, 596 

12,  829,  050 

— 

2  097  570 

1   381  2S1* 

Oregon 

9)671,' 995 

6,199, 603* 



Pennsylvania 

15,729,937 

10,368,292* 

— 

Puerto  Rico 

2  ,  556,  841 

1,408,554 

Rhode  Island 

2,031,103 

1,284,217* 

— 

South  Carolina 

2,  854  ,  262 

1,672,511 

South  Dakota 

1,495,491 

986,837* 

Tennessee 

3,477,271 

2,258,342* 

Texas 

8,934, 651 

4,710,051* 

Utah 

4,853,373 

2,724,438 

Vermont 

2,481,199 

1,710,623* 

Virginia 

4,998, 382 

3,266,094* 

Virgin  Islands 

370,192 

200,702 

Washington 

12,290,390 

9,658, 540 

West  Virginia 

4,790, 444 

3,387,483* 

Wisconsin 

13,776,676 

8,369,710* 

Wyoming 

592,523 

370,586 

Grants 

349,960,000 

225,651,600 

Postage 

1,000,000 

1,000,000 

350,960,000 

226  ,  651,  600 

Reserve 

0' 

5,108,400  3/ 

Total 

350, 960, 000 

231,760,000 

*Planned  WIN  Demonstrations  States'  funding 
included. 

1/     New  budget  authority  issued  to  Employment  and 

Training  Units,  and  limits  of  entitlement  issued 
for  the  Separate  Administrative  Units. 

2/     Distribution  of  new  budget  authority  based  on 
continuing  resolution  through  March  31,  1982, 
using  the  Work  Incentive  Program  allocation 
formula.     Subject  to  modification  during  the 
fiscal  year. 
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Scientific  Activities  Overseas   (Special  Foreign  Currency  Program) 


1982   1983  Estimate  

Currently  Budget  Increase  or 

Available   Authorization       Authori  ty  Decrease 


Indef ini  te 


The  1983  program  will  be  carried  out  from  funds  appropriated  in 
prior  years.     A  detailed  discussion  of  this  program  can  be  found 
in  the  Education  volume  of  the  Congressional  justification. 
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Monday,  March  8,  1982. 


OFFICE  OF  COMMUNITY  SERVICES 

WITNESSES 

ROBERT  L.  TRACHTENBERG,  ACTING  DIRECTOR 
RICHARD  W.  LTTALIEN,  BUDGET  OFFICER 

Mr.  Natcher.  We  take  up  next  the  Office  of  Community  Serv- 
ices. We  have  before  the  committee  at  this  time  Mr.  Robert  L. 
Trachtenberg,  the  Acting  Director  of  the  Office  of  Community 
Services. 

Who  do  you  have  with  you  today? 

Mr.  Trachtenberg.  Mr.  Chairman,  I  have  with  me,  Mr.  Richard 
W.  L'ltalien,  Budget  Officer  for  the  Office  of  Community  Services. 

Mr.  Natcher.  We  are  delighted  to  have  both  of  you  gentlemen 
before  us  at  this  time. 

As  I  understand  now,  you  have  a  statement  which  we  will  place 
in  the  record  in  its  entirety. 

You  might  want  to  highlight  this  statement  for  us.  If  you  do,  we 
would  be  pleased  to  hear  from  you. 

OPENING  REMARKS 

Mr.  Trachtenberg.  I  am  pleased  to  be  here  today. 

Very  briefly  in  the  interest  of  time,  the  Office  of  Community 
Services  is  a  new  organization  established  by  the  Secretary  in  Octo- 
ber of  1981.  We  basically  have  two  functions. 

The  first  is  to  close  out  the  grants  and  contracts  which  were 
awarded  by  the  former  Community  Services  Administration. 

The  other  responsibility  is  to  implement  the  Community  Services 
Block  Grant  Act. 

The  fiscal  1983  budget  reflects  these  two  program  responsibil- 
ities. We  are  requesting  $100  million  in  budget  authority  for  the 
Community  Services  Block  Grant.  We  are  requesting  $6.3  million 
for  various  staff  and  related  administrative  expenses  to  carry  out 
the  block  grant  and  to  complete  the  close-out  of  the  CSA  grants. 

Finally,  we  are  asking  for  $6.2  million  as  grant-related  funding 
for  those  grantees  who  do  not  have  enough  funds  to  effect  an  order- 
ly close-out  of  their  business  activities.  That  concludes  my  brief 
overview. 

[The  opening  statement  follows:] 
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OFFICE  OF  COMMUNITY  SERVICES 
Opening  Statement 

The  Office  of  Corinunity  Services  was  established  within  the 
Department  of  Health  and  Human  Services  in  October  1981.    There  are 
two  primary  functions  of  the  new  Office  of  Community  Services  — 

(1)  administer  the  Community  Services  Block  Grant  program, 
and 

(2)  oversee  the  close-out  of  past  activities  authorized  under 
the  Economic  Opportunity  Act  of  1964  and  administered  by 
the  Community  Services  Administration,  whose  function 
ceased  on  September  30,  1981. 

The  FY  1983  budget  request  for  the  Office  of  Community  Ser- 
vices totals  $112,500,000.    Of  this  total,  we  are  recommending  new 
budget  authority  of  $103,500,000,  plus  authority  to  transfer  in  1983 
$9,000,000  in  unobligated  balances  from  the  Rural  Development  Loan 
Fund.    Our  1983  request  includes  $100,000,000  for  Community  Ser- 
vices Block  Grants,  $6,300,000  for  Federal  Administration  of  the 
block  grant  program  and  completion  of  the  former  Economic  Opportu- 
nity Act  activities,  and  $6,200,000  for  other  EGA  close-out 
activities . 

The  1983  request  of  $100,000,000  for  Community  Services  Block 
Grants  continues  the  program  begun  in  1982  at  a  reduced  level  of 
effort.    This  reduction  is  an  example  of  many  of  the  difficult 
decisions  the  President  had  to  make  in  developing  the  1983  budget — 
decisions  that  were  based  not  only  on  the  need  to  restrain  Federal 
spending,  but  also  on  the  need  to  minimize  Federal  involvement  in 
activities  like  Community  Services  which  States  and  localities  are 
better  equipped  to  manage  than  the  Federal  Government.    This  reduc- 
tion has  allowed  the  Department  of  Health  and  Human  Services  to 
maintain  support  for  higher  priority  Social  Services  programs, 
especially  where  there  is  a  unique  Federal  responsibility. 

We  expect  that  the  $100  million  request  for  the  Community 
Services  Block  Grant  will  result  in  the  elimination  of  marginal  or 
unproductive  projects,  and  the  continuation  of  those  activities 
that  work  best  and  are  most  effective  in  helping  poor  persons.  We 
are  confident  that  with  the  added  flexibility  States  have  under 
this  Block  Grant  and  under  others  such  as  the  Social  Services; 
Mental  Health;  Primary  Care;  or  the  proposed  Child  Welfare  and 
Women,  Infants  and  children  Blocks,  that  States  will  be  able  to 
better  coordinate  and  reshape  their  service  programs  in  a  way  that 
maintains  essential  services  to  the  most  needy,  eliminates  duplica- 
tion and  holds  down  Federal  costs. 

FY  1982  is  a  transition  year  for  this  program,  in  which  States 
can  opt  to  either  participate  in  the  new  Community  Services  Block 
Grant  authorized  by  the  Omnibus  Reconciliation  Act  of  1981,  or  to 
continue  to  have  projects  in  their  jurisdictions  managed  by  the 
Office  of  Community  Services.    In  the  first  quarter  of  Fiscal  Year 
1982,  fourteen  States  had  not  opted  for  assistance  under  the  Block 
Grant  program.    During  this  transition  period  of  funding  prior  to 
States  receiving  Block  Grants,  CCS  has  the  responsibility  of  admin- 
istering and  monitoring  funding  activities  of  local  entities  within 
these  transition  States.    The  recipients  of  the  transition  funding 
are  local  (community  action  agencies  previously  funded  by  the  former 
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Comrunity  Services  Administration.    The  fourteen  transition  States 
as  of  October  1,  1981,  were  as  follows: 

Alaska 

California 

Colorado 

Connecticut 

Florida 

Georgia 

Maryland 

Montana 

New  Hampshire 

New  Mexico 

New  York 

Texas 

Virginia 

West  Virginia 

Since  October  1,  three  States  Connecticut,  Montana  and  New 
Hampshire,  have  converted  to  the  Block  Grant  program.    All  States 
are  to  be  under  the  Block  Grant  program  by  October  1,  1982. 

The  request  of  $6,300,000  for  Federal  Administration  supports 
115  full-time  equivalent  positions  in  1983.    55  positions  are 
assigned  to  the  Community  Services  Block  Grant  program  for  twelve 
months  and  the  balance  of  60  full-time  equivalent  positions  for 
approximately  up  to  nine  months  for  the  purpose  of  closing  out  prior 
year  activities.    The  Federal  Administration  request  also  provides 
for  coverage  of  overhead  activities  to  include:  space  rental, 
utilities,  equipment  rental,  computer  service,  maintenance  and 
repiar,  labor  services,  printing  and  reporduction,  and  supplies. 

The  Office  of  Community  Services  was  given  responsiblity  for 
closing  out  grants  made  by  the  Community  Services  Administration 
which  was  abolished  September  30,  1981.    The  1983  request  includes 
$6,200,000  for  completion  of  close-out  activities  which  include 
reviewing  final  financial  reports,  audits,  resolving  audit  problems 
and  of  property  disposition,  resolving  legal  actions  and  appropriate 
disposition  of  Federal  assets  and  responsibilities. 
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ESTABLISHMENT  OF  THE  OFFICE  OF  COMMUNITY  SERVICES 

Mr.  Natcher.  Thank  you  very  much,  Mr.  Trachtenberg. 

When  was  the  Office  of  Community  Services  established? 

Mr.  Trachtenberg.  It  was  established  in  October  of  1981. 

Mr.  Natcher.  How  long  have  you  been  the  Director? 

Mr.  Trachtenberg.  Since  it  was  established,  sir. 

Mr.  Natcher.  Do  you  report  directly  to  the  Secretary? 

Mr.  Trachtenberg.  I  report  directly  to  the  Under  Secretary. 

NUMBER  OF  EMPLOYEES 

Mr.  Natcher.  How  many  employees  do  you  currently  have? 

Mr.  Trachtenberg.  We  have  150  employees  who  are  performing 
the  closeout  function.  These  are  former  employees  of  the  Communi- 
ty Services  Administration.  Currently  we  have  about  20  people  in 
the  block  grant  program  and  we  have  approximately  70  people  in 
the  transition  program  and  other  support  areas. 

The  transition  grant  program  involves  making  and  administering 
grants  in  those  states  who  have  not  yet  opted  for  the  block  grant 
this  year. 

Mr.  Natcher.  Where  are  these  employees  physically  located? 
Mr.  Trachtenberg.  About  half  are  located  in  Washington,  and 
the  others  are  located  in  the  ten  DHHS  regional  offices. 

DISTRIBUTION  OF  BLOCK  GRANT  APPROPRIATION 

Mr.  Natcher.  The  Community  Services  Block  Grant  was  created 
by  last  year's  Reconciliation  Act,  as  you  know.  If  you  will,  describe 
for  the  committee  how  this  new  block  grant  operates  and  tell  us 
briefly  what  major  purposes  are  being  achieved  with  this  money? 

Mr.  Trachtenberg.  The  bulk  of  the  money  is  presently  going  to 
the  forty-six  states  and  territories  who  are  participating  in  the 
Community  Services  Block  Grant  program  as  of  January  1. 

In  each  such  case  of  the  46  states  and  territories,  the  Governor  of 
the  jurisdiction,  as  the  chief  executive  officer,  has  submitted  an  ap- 
plication outlining  various  program  activities  he  intends  to  carry 
out  and  also  certifies  that  certain  assurances  that  are  required  by 
the  Community  Services  Block  Grant  Act  will  indeed  be  fulfilled. 

We  then  review  that  application  and  make  an  award  accordingly. 

In  addition,  there  are  grantees  in  11  states  that  are  receiving 
transition  grants  and  in  those  cases  we  are  making  the  funding 
awards  on  the  basis  of  the  provisions  that  existed  prior  to  the  en- 
actment of  the  Omnibus  Reconciliation  Act,  basically  using  the  pro- 
visions of  the  Economic  Opportunity  Act  implemented  by  the  Com- 
munity Services  Administration. 

In  addition,  we  are  in  the  process  of  issuing  a  program  announce- 
ment which  will  announce  the  availability  of  approximately  $31 
million,  which  would  carry  out  what  is  generally  called  the  Secre- 
tary's discretionary  fund. 

Lastly,  we  are  conducting  the  close-out  functions  that  were  pro- 
vided for  by  Section  682  of  the  Act  to  close  out  those  grants  that 
were  previously  awarded  by  the  Community  Services  Administra- 
tion. 
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BLOCK  GRANT  REQUEST  FOR  1983 

Mr.  Natcher.  You  are  proposing  to  spend  only  $100  million  for 
the  block  grant  in  1983,  which,  as  you  know,  is  a  reduction  of  $236 
million,  or  a  70  percent  reduction  under  the  1982  level.  What  is  the 
rationale  for  a  reduction  of  this  magnitude? 

Mr.  Trachtenberg.  Mr.  Chairman,  the  reduction  reflects  a  state- 
ment of  priorities  of  the  Department  of  Health  and  Human  Serv- 
ices. 

Some  difficult  choices  needed  to  be  made  in  terms  of  which  pro- 
grams were  to  hold  the  line,  so  to  speak,  and  which  would  suffer 
for  those  programs  holding  the  line. 

The  Secretary,  and  indeed  the  President,  decided  that  the  Com- 
munity Services  activities  were  of  a  lesser  priority  than  such  mat- 
ters as  Head  Start  and  accordingly  suffered  the  reduction  as  you 
reflected. 

Mr.  Natcher.  Do  you  believe  that  the  states  will  be  able  to  oper- 
ate a  meaningful  program  with  only  $100  million? 

Mr.  Trachtenberg.  We  anticipate  the  states  will  be  developing  a 
number  of  innovative  approaches  to  service  delivery,  some  of  which 
will  incorporate  the  use  of  existing  service  delivery  systems,  like 
community  action  agencies,  and  in  other  cases  they  will  find  other 
mechanisms  for  delivering  the  service. 

There  is  a  good  deal  of  flexibility  in  a  number  of  the  other  block 
grants,  where  funds  from  those  block  grants  could  be  transferred  to 
the  CSBG  to  carry  out  CSBG  service  delivery  responsibilities. 

There  is  a  certain  core  capacity  that  these  community  action 
agencies  have.  I  would  be  less  than  frank  with  this  committee  to 
indicate  that  other  mechanisms  would  not  be  required. 

Indeed,  they  will  be  required.  I  think  in  many  cases  the  good 
community  action  agencies  will  be  able  to  get  administrative  sup- 
port from  other  programs  and  will  be  able  to  continue  carrying  out 
those  programs;  for  instance,  Head  Start. 

Mr.  Natcher.  Won't  a  lot  of  the  local  agencies  simply  have  to 
close  their  doors? 

Mr.  Trachtenberg.  That  is  difficult  for  me  to  estimate  at  this 
point. 

Our  initial  estimates  indicate  that  about  three-fourths  of  what  a 
community  action  agency  receives  generally  comes  from  sources 
other  than  the  Office  of  Community  Services. 

A  lot  is  going  to  depend  on  how  well  community  action  agencies 
can  muster  private  sector  support,  particularly  private  industry, 
and  how  well  they  can  continue  to  mount  volunteerism  programs. 

To  the  extent  they  are  not  successful,  I  think  we  will  see  a  clos- 
ing of  some  doors. 

COMMUNITY  SERVICES  BLOCK  GRANTS  FOR  1984 

Mr.  Natcher.  What  would  happen  to  this  program  in  fiscal  year 
1984?  Would  it  just  simply  disappear,  Mr.  Trachtenberg? 

Mr.  Trachtenberg.  Mr.  Chairman,  no  decision  to  my  knowledge, 
has  been  made  about  the  level  for  1984.  But,  if  I  were  asked,  I 
would  suggest  that  that  might  be  a  serious  consideration  to  be 
looked  at. 
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When  these  agencies  were  originally  established  no  one  intended 
that  they  would  be  ongoing  with  full  federal  support  over  the 
years. 

They  have  had  17  years  of  funding.  Other  community  activities 
like  community  mental  health  centers  have  a  basic  eight  year  life 
span  for  federal  support,  then  they  are  expected  to  go  on  their  own. 

It  is,  I  understand,  a  degree  of  comparing  apples  and  oranges, 
but  I  think  there  is  a  question  of  whether  ongoing  federal  support 
for  these  programs  is  the  most  appropriate  way  to  spend  the  money 
for  these  services. 

DISCRETIONARY  ACTIVITIES 

Mr.  Natcher.  Your  budget  document  only  shows  $5  million  for 
discretionary  activities  in  1982  and  nothing  for  1983.  The  members 
generally  on  this  committee  believe  that  $31.3  million  was  provided 
for  1982  in  the  continuing  resolution. 

Do  you  plan  to  modify  your  budget  in  this  area? 

Mr.  Trachtenberg.  Yes,  Mr.  Chairman.  The  Secretary  has  sub- 
mitted a  reapportionment  request  to  the  Office  of  Management  and 
Budget  reflecting  that  approximately  $31  million  be  reapportioned 
for  the  discretionary  program. 

Mr.  Natcher.  Several  days  ago  we  directed  a  letter  to  the  Secre- 
tary inquiring  as  to  what  he  intended  to  do  along  this  line.  That  is 
the  reason  for  asking  you  that  question  at  this  time. 

Now,  assuming  that  OMB  allows  you  to  raise  the  amount  in 
1982,  do  you  plan  to  follow  the  House  Committee  report  in  allocat- 
ing the  funds? 

You  know,  that  is  the  House  Committee  Report  No.  97-251. 
Mr.  Trachtenberg.  I  am  familiar  with  it. 
Mr.  Natcher.  You  are  acquainted  with  that. 
Do  you  plan  to  follow  this  report? 

Mr.  Trachtenberg.  We  are  certainly  giving  it  very  serious  con- 
sideration in  terms  of  the  intentions  of  this  committee  and  it  will 
have  very  persuasive  influence  on  us. 

The  Secretary  has  not  made  his  final  decisions  on  which  program 
priorities  to  undertake,  nor  the  amounts  of  money  for  each  pro- 
gram priority. 

NATIONAL  YOUTH  SPORTS  PROGRAM 

Mr.  Natcher.  I  point  this  out  to  you,  Mr.  Trachtenberg,  because 
that  is  the  Congressional  intent.  That  is  what  we  had  in  mind. 

In  our  report,  as  you  will  recall,  the  National  Youth  Sports  Pro- 
gram was  allocated  $6  million.  Would  you  plan  to  spend  this 
amount  in  1982,  less  the  usual  four  percent  in  the  continuing  reso- 
lution? 

What  do  you  plan  to  do  on  that,  Mr.  Trachtenberg? 

Mr.  Trachtenberg.  Again,  I  would  think  that  the  National 
Youth  Sports  Program  will  be  one  of  the  priorities  that  we  will 
continue  to  fund. 

Whether  or  not  it  will  continue  to  be  funded  at  the  $6  million,  I 
cannot  say. 
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One  of  the  things  we  are  considering  is  whether  it  is  indeed  a 
good  expenditure  of  funds  to  have  each  youth  undergo  a  physical 
examination  before  entering  into  the  program. 

Mr.  Natcher.  Are  you  familiar  with  this  program? 

Mr.  Trachtenberg.  Yes,  I  am.  I  wrote  the  original  agreement  for 
the  Youth  Sports  Program  when  it  first  started  many  years  ago 
when  I  was  with  the  Office  of  Economic  Opportunity. 

Mr.  Natcher.  You  were  right  strong  for  it  at  that  time? 

Mr.  Trachtenberg.  I  was  doing  what  a  good  lawyer  was  sup- 
posed to  do,  sir. 

Mr.  Natcher.  Yes.  Well,  you  haven't  changed  too  much  on  this 
program,  have  you,  $6  million  for  these  boys  and  girls?  Have  you 
changed  to  that  extent  now? 

Mr.  Trachtenberg.  The  National  Youth  Sports  Program  started 
out  as  a  summer  recreation  program,  now  many  elements  of  it  run 
year  round.  Those  are  things  to  be  looked  at.  I  think  in  principle  it 
is  a  good  program.  Whether  it  is  going  to  be  a  program  of  $6  mil- 
lion, still  has  to  be  determined. 

DISCRETIONARY  FUND  REQUEST  FOR  1983 

Mr.  Natcher. 

You  propose  no  discretionary  money  at  all  in  your  1983  budget. 
Why  not,  Mr.  Trachtenberg? 

Mr.  Trachtenberg.  Again  I  think  it  reflects  decisions  related  to 
program  priorities. 

As  you  note  by  the  fact  only  $5  million  was  originally  reserved 
for  this  program,  it  was  not  considered  an  area  of  high  priority. 

The  intention  was  that  the  maximum  amount  of  funds  would  go 
to  the  states  in  the  form  of  the  block  grants.  To  the  extent  that  any 
portion  is  reserved  for  the  discretionary  program,  it  means  that 
much  less  money  obviously  can  go  to  the  states. 

So  it  is  basically  not  a  matter  whether  the  activities  supported 
by  the  discretionary  program  are  good  or  not  good,  whether  they 
accomplish  or  do  not  accomplish  their  purposes,  but  a  matter  of 
where,  in  a  very  limited  budget  situation,  in  an  effort  to  carry  out 
the  President's  program  of  economic  recovery,  where  those  reduc- 
tions must  be  taken. 

OTHER  DISCRETIONARY  ACTIVITIES  IN  1983 

Mr.  Natcher.  Besides  the  Youth  Sports  Program,  what  other  dis- 
cretionary programs  would  be  eliminated  in  1983? 

Mr.  Trachtenberg.  Mr.  Chairman,  the  ones  that  the  committee 
has  mentioned  a  significant  interest  in  are  the  rural  housing  pro- 
gram, community  facilities  development  program,  economic  devel- 
opment, the  Youth  Sports  program,  as  you  mentioned,  and  migrant 
and  seasonal  farm  workers. 

Now,  in  the  case  of  migrant  seasonal  farm  workers,  Mr.  Chair- 
man, those  organizations  are  entitled  to  compete  for  funds,  both  in 
transition  states,  as  well  as  in  the  block  grant  states. 

Mr.  Natcher.  Mr.  Stokes,  I  yield  to  you. 
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CLOSE-OUT  OF  COMMUNITY  ACTION  PROGRAMS 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

Mr.  Trachtenberg,  the  Chairman  asked  you  about  how  many  of 
the  community  action  agencies  would  have  to  be  closed.  I  recall 
that  you  were  unable  to  give  him  a  specific  answer.  I  note  in  your 
budget  justifications,  at  page  19,  that  included  in  the  1983  request 
is  $4,335,000  to  provide  federal  close-out  assistance  to  an  estimated 
295  to  520  community  action  agencies  and  limited  purpose  agen- 
cies. 

So  we  would  be  talking  about  at  least  295  to  520  agencies  being 
closed,  would  we  not? 

Mr.  Trachtenberg.  It  was  the  broadness  of  that  range  that  sug- 
gested to  me  that  I  not  indicate  that. 

We  are  figuring  somewhere  in  the  nature  of  about  15  percent  of 
the  agencies  funded  in  1981  will  go  by  the  board,  something  in  the 
nature  of  300  agencies. 

STATES  PARTICIPATING  IN  1982 

Mr.  Stokes.  I  see. 

How  many  states  have  assumed  administrative  responsibility  for 
the  Community  Services  Block  Grant? 

Mr.  Trachtenberg.  As  of  January  1,  forty-six  states  and  terri- 
tories including  the  District  of  Columbia. 

Mr.  Stokes.  Has  your  agency  provided  the  states  with  any  tech- 
nical assistance  so  that  they  can  effectively  administer  these 
grants? 

Mr.  Trachtenberg.  We  have  through  a  number  of  sources. 

For  instance,  the  Governor  of  New  York  State  just  indicated  his 
interest  in  taking  over  the  Block  beginning  the  next  quarter.  We 
will  have  a  staff  of  people  in  Albany  next  week  to  begin  the  initial 
discussions  of  how  best  we  can  assist  the  State  in  carrying  out  the 
Block. 

My  regional  office  directors,  as  well  as  a  number  of  people  from 
headquarters,  have  attended  a  number  of  regional  association 
meetings  that  states  have  put  on  to  discuss  various  activities. 

What  we  found  is  that  the  Office  of  Economic  Opportunity  and 
later  the  Community  Services  Administration  had  done  a  very  good 
job  of  bringing  a  respectable  level  of  sophistication  to  states  in 
terms  of  the  anti-poverty  area. 

To  their  credit,  we  see  states  not  needing  a  whole  lot  of  technical 
assistance  from  the  Federal  Government  right  now. 

1982  LEVEL  OF  FUNDING 

Mr.  Stokes.  I  note  under  the  continuing  resolution  for  fiscal  year 
1982  funding  for  the  Community  Services  Block  Grant  is  30  percent 
below  that  was  previously  provided  for  these  activities. 

Can  you  tell  us  what  programs  were  reduced  or  terminated  by 
the  states  as  a  result  of  this? 

Mr.  Trachtenberg.  I  could  not  tell  you  accurately  what  pro- 
grams the  states  are  not  supporting  as  a  result  of  the  reduced  fund- 
ing. 
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CLOSE-OUT  IN  1982 

Mr.  Stokes.  $9.3  million  of  the  Community  Services  Block  Grant 
funds  in  fiscal  year  1982  was  used  for  federal  close-out  costs.  How 
were  these  funds  spent? 

Mr.  Trachtenberg.  At  this  point  very  little  of  those  funds  have 
been  expended.  They  will  be  spent  for  close-out  assistance,  where  a 
community  action  agency  is  going  into  the  block  grant  and  does 
not  have  enough  funds  in  terms  of  what  CSA  had  supported  to 
cover  close-out  costs. 

For  example,  a  lot  of  times  there  is  outstanding  litigation  involv- 
ing significant  amounts  of  funds  because  of  discrimination,  involv- 
ing community  action  agencies;  and  other  kinds  of  liability  such  as 
local  vendor  debts.  These  are  the  kinds  of  situations  in  which  we 
will  be  using  those  funds. 

Mr.  Stokes.  Thank  you  very  much. 

Mr.  Natcher.  Mr.  Early? 

TRANSFER  OF  RESPONSIBILITY  TO  STATES 

Mr.  Early.  Thank  you,  Mr.  Chairman. 

To  the  Chairman  you  suggested  that  many  of  these  programs 
were  established  and  the  Feds  were  supposed  to  withdraw. 

My  question  is,  how  many  states  are  ready  to  absorb  the  respon- 
sibility for  what  community  action  groups  have  been  responsible 
for? 

Mr.  Trachtenberg.  I  am  not  sure  I  understand  what  " absorb  the 
responsibility"  means,  because  community  action  agencies  exist  be- 
cause of  their  ties  with  the  states  right  now. 

Between  two  to  three  hundred  of  them  are  public  community 
action  agencies.  They  are  interwoven  either  on  a  multicounty  basis 
or  city  basis;  they  are  part  of  the  fabric  of  the  local  government  or 
the  county  government. 

Mr.  Early.  I  mean  as  far  as  the  necessary  services,  those  services 
that  will  be  delivered  in  lieu  of  the  Federal  Government's  partici- 
pation? 

Mr.  Trachtenberg.  I  think  there  will  be  a  culling  out.  I  also 
think  that  many  of  the  programs  that  rely  on  community  action 
agencies  to  deliver  service  and  have  not  paid  for  the  service,  both 
at  a  local  level  as  well  as  a  federal  level,  will  have  to  take  another 
look  at  the  way  those  services  are  handled  in  order  for  community 
action  agencies  to  continue  that  level  of  support. 

BLOCK  GRANT  FUNDING  IN  1984 

Mr.  Early.  You  suggested  you  didn't  know  what  the  funding  in 
1984  would  be.  Wouldn't  we  be  better  off,  given  the  option  of  such 
a  drastic  reduction  in  the  block  grant,  to  either  fund  it  or  just  elim- 
inate it? 

Mr.  Trachtenberg.  I  think  it  is  something  that  the  Congress 
should  consider. 

Mr.  Early.  Thank  you,  Mr.  Chairman. 
Mr.  Natcher. 


500 


Mr.  Trachtenberg,  we  want  to  thank  you  and  your  associate  for 
appearing  before  our  committee  at  this  time  in  behalf  of  your 
budget  request  for  the  fiscal  year  1983. 

Mr.  Trachtenberg.  Thank  you. 

Mr.  Natcher.  Thank  you  very  much. 

The  committee  will  now  adjourn  until  ten  o'clock  in  the  morn- 
ing. 

[The  following  questions  were  submitted  for  the  record:] 
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COMMUNITY  SERVICES  BLOCK  GRANTS 

Mr.  Natcher.    What  has  been  the  impact  of  the  new  block  grant 
and  accompanying  budget  cuts  on  the  nationwide  network  of  Community 
Action  Agencies?    Have  any  Community  Action  Agencies  closed  down  as 
a  result  of  the  block  grant  and  budget  cuts? 

Mr.  Trachtenberg.    Community  Action  Agencies  (CAAs)  have  been 
successful  in  accessing  States,  local  governments  and  private 
sources.    It  is  known,  for  example,  that  three-fourths  of  their 
resources  already  come  from  agencies  other  than,  the  former  Communi- 
ty Services  Administration.    CAAs  have  been  examining  their  programs 
for  purposes  of  developing  new  approaches  and  establishing  direct 
partnerships  with  the  private  sector.  It  is  not  known,  at  this  time, 
whether  any  (Zcmnunity  Action  Agencies  have  been  closed  down* 

Mr.  Natcher.    What  is  your  estimate  of  the  number  of  local  anti- 
poverty  agencies  which  could  be  supported  with  your  FY  1983  budget 
request,  which  is  a  70  percent  reduction  from  FY  1982  levels? 

Mr.  Trachtenberg.    There  are  two  factors  which  determine  both 
the  level  of  support  for  and  the  number  of  CAAs  to  be  funded  under 
the  Conrnunity  Services  Block  Grant  (CSBG)  program.      The  first  factor 
is  the  1983  budet  request  which  primarily  affects  the  level  of  sup- 
port and  not  the  number  of  CAAs  funded  in  1983.    The  second  factor, 
which  has  a  far  greater  impact  on  the  number  of  CAAs  funded  in  1983, 
is  that  beginning  in  1983,  States  no  longer  are  required  to  spend  90 
percent  of  CSBG  funds  on  current  or  existing  CAAs.    The  total  number 
of  CAAs  funded  in  1983  may  be  less  than,  equal  to,  or  greater  than 
the  number  funded  in  past  years  depending  on  how  States  determine 
the  types  and  patterns  of  local  agency  funding  best  suited  to  meet 
the  needs  of  the  poor. 

Mr.  Natcher.    Do  you  have  any  estimates  of  the  number  of  people 
being  served  by  the  block  grant  now,  and  the  number  which  could  be 
served  under  your  FY  1983  request? 

Mr.  Trachtenberg.    To  date  we  have  no  estimate  of  the  numbers 
being  served  by  the  block  grant  because  States  have  not  reported 
such  information  to  the  Department  and  we  are  only  half  way  through 
the  fiscal  year.    In  1983,  States  are  required  to  report  on  how  they 
have  met  the  goals  and  objectives  of  the  CSBG.    For  1983,  the  number 
which  could  be  served  under  the  CSBG,  will  be  determined  by  the  man- 
ner in  which  States  develop  funding  patterns  and  the  types  of 
agencies  they  fund  to  meet  the  needs  of  the  poor. 

COMMUNITY  SERVICES  ADMINISTRATION  EMPLOYEE  LAWSUIT 

Mr.  Natcher.    What  is  the  current  status  of  the  lawsuit  filed 
against  the  Department  of  Health  and  Human  Services  by  the  former 
employees  of  the  Conrnunity  Services  Administration? 

Mr.  Trachtenberg.    Appeals  by  former  employees  of  the  Community 
Services  Administration  are  currently  before  the  Merit  Systems 
Protection  Board  in  the  Office  of  Personnel  Management.    The  Board 
is  consolidating  action  on  approximately  300  appeals.    No  hearings 
have  yet  been  scheduled  because  former  CSA  employees  have  been  given 
until  the  end  of  March  to  file  their  appeals  with  the  Board. 
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Mr.  Natcher.    How  many  former  Community  Services  Administration 
employees  iio.ve  you  hired  as  a  result  of  the  lawsuit  filed 
against  the  Department  of  Health  and  Human  Services?    Are  these 
permanent  or  temporary  jobs? 

Mr.  Trachtenberg.    Currently,  201  former  Community  Ser- 
vices Administration  employees  are  on  the  rolls  of  the  Office  of 
Conrnunity  Services  (CCS) .    The  total  includes  150  employees  rehired 
as  permanent  employees  directly  associated  with  close-out  of 
former  CSA  activities;  and  the  balance  of  51  employees  are  associ- 
ated with    other  support  activities. 

Mr.  Natcher.    What  are  the  implications  of  the  former  Community 
Services  Administration  employees'  lawsuit  on  any  future  Federal 
agency  dismantlements,  such  as  the  Department  of  Education  or  the 
Department  of  Energy? 

Mr.  irachtenberg .    There  are  no  implications.    Lawsuits  or  the 
lack  of  lawsuits  when  agencies  are  dismantled  will  depend  on  the 
circumstances  that  exist  at  the  time. 

STATE  ADMINISTRATION  OF  BLOCK  GRANTS 

Mr.  Natcher.    In  States  which  are  adndnistering  their  own  block 
grant  programs,  to  what  extent  are  former  Community  Services 
Adrninistration  grantees  being  refunded?    What  changes,  if  any,  are 
States  making  in  the  types  of  grantees  being  funded  under  the  block 
grant? 

Mr.  Irachtenberg.    On  January  1,  1982,  11  States  had  not  opted 
for  the  block  grant  program.    The  Office  of  Community  Services  has 
continued  to  fund  former  CSA  grantees  for  those  States  in  FY  1982. 
The  Community  Services  Block  Grant  Act  provides  that  those  States 
under  the  block  program  in  1982  allocate  not  less  than  90  percent  of 
a  State  allotment  to  eligible  grantees  (former  CSA  grantees) . 

COMMUNITY  SERVICES  BLOCK  GRANTS 

Mr.  Natcher.    How  many  States  are  currently  participating  in 
the  block  grant?    And  tell  us  what  is  happening  in  those  States  that 
are  not  participating. 

Mr.  Irachtenberg.    As  of  January  1,  1982,  a  total  of  46  States 
and  Territories  are  participating  in  the  CSBG:    39  States,  District 
of  Columbia,  Puerto  Rico  and  5  Territories.    The  Office  of  Community 
Services  is  funding  local  entities,  former  CSA  Community  Action 
Agencies,  in  the  remaining  11  States. 

Mr.  Natcher.  What  kind  of  reporting  requirements  do  the  States 
have?    How  do  they  report  on  the  use  of  these  funds  to  your  office? 

Mr.  Irachtenberg.    Each  State  requesting  direct  funding  must 
annually  submit  an  application  consisting  of  assurances,  a  plan,  and 
a  pre- expenditure  report.    Also,  an  independent  audit  of  the  State 
program  must  be  made  every  two  years. 

Mr.  Natcher.    Are  there  any  restrictions  on  the  use  of  these 
monies?    If  so,  what  are  they? 
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Mr.  Trachtenberg .    This  is  a  block  grant  program,  but  the  money 
cannot  be  used,  say,  for  building  roads.    Primarily,  the  purpose  of 
the  program  is  to  ameliorate  the  causes  of  poverty  in  conminities . 
The  CcrriTTunity  Services  Block  Grant  Act  lists  a  range  of  services  and 
assistance  that  the  States  can  fund  under  the  program. 

Other  than  that,  there  are  a  few  restrictions.    For  fiscal  year 
1982,  States  must  use  90  percent  of  their  allocation  to  provide  funds 
to  "eligible  entities"  as  defined  under  the  law.    This  includes  ex- 
isting   Community  Action  Agencies,  certain  Limited  Purpose  Agencies 
which  received  funds  from  the  Community  Services  Adnunistration  in 
FY  1981,  and  organizations  that  serve  migrant  and  seasonal  farm- 
workers.   For  Fiscal  Year  1983,  political  subdivisions  of  the  State 
will  also  be  eligible  to  receive  block  grant  funds  from  the  State 
agency. 

The  Block  Grant  Act  limits  administrative  expenses  at  the  State 
level  to  5  percent  of  the  State's  CSBG  allocation.    And,  the  State 
may  transfer  up  to  5  percent  of  its  CSBG  funds  to  services  under  the 
Older  Americans  Act,  the  Head  Start  program  or  the  Low  Income  Energy 
Assistance  program. 

Mr.  Natcher.    What  is  the  allocation  formula  in  this  program? 

Mr.  Trachtenberg.    The  formula  is  based  on  the  same  percentage 
rates  applied  to  available  funds  in  1982  as  States  received  in  fiscal 
1981  under  Section  221  of  the  Economic  Opportunity  Act  of  1964,  ex- 
cept that  no  State  shall  receive  less  than  one-quarter  of  1  percent 
of  the  appropriated  amount  available  to  States.    Also,  one-half  of 
1  percent  of  the  amount  appropriated  shall  be  apportioned  among, 
Guam,  American  Samoa,  the  Virgin  Islands,  the  Northern  Mariana 
Islands,  and  the  Trust  Territory  of  the  Pacific  Islands. 

Mr.  Natcher.    How  much  can  the  States  use  for  their  own 
administrative  expenses? 

Mr.  Trachtenberg.    The  Block  Grant  Act  limits  adjiiinistrative 
expenses  at  the  State  level  to  5  percent  of  each  State's  allotment. 
This  limit  indicates  Congressional  intent  that  States  devote  a  very 
high  percentage  of  their  block  grant  funds  to  direct  payments  or 
services . 

The  authorizing  legislation  for  several  of  the  Department's 
block  grant  programs  requires  that  States  use  non-Federal  funds, 
their  own  funds,  for  planning  and  administration  where  a  State's 
costs  for  those  activities  exceed  the  legislative  limit. 

Mr.  Natcher.    Have  any  of  the  States  transferred  money  out  of 
their  block  grant  as  authorized  by  the  basic  law? 

Mr.  Trachtenberg.    The  States  are  not  required  to  tell  us  if 
they  do  so.    They  must  simply  assure  that  they  will  transfer  no  more 
than  5  percent  of  their  funds. 

However,  the  National  Governor's  Association  did  a  study  on 
State  implementation  of  the  various  block  grant  programs.  According 
to  that  study,  Arkansas,  North  Dakota  and  Wyoming  are  transferring 
5  percent  of  their  community  services  block  grant  funds  to  aging 
services.    I  should  point  out,  however,  that  Arkansas  is  also 
transferring  10  percent  of  its  Low  Income  Energy  Assistance  program 
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funds  into  the  Community  Services  Block  Grant.    Generally,  more 
States  are  transferring  funds  into  the  CSBG  than  away  from  the 
program. 

Another  study,  by  the  Institute  for  Local  Self  Government  shows 
that  Kentucky  will  transfer  5  percent  of  its  CSBG  funds  to  aging 
programs,  and  that  Nevada  will  transfer  $48,700  to  aging,  Head  Start, 
and  the  Energy  Crisis  Intervention  program. 

RURAL  DEVELOPMENT  LOAN  FUND 

Mr.  Natcher.    What  is  the  current  status  of  the  Rural  Develop- 
ment Loan  Fund?    What  will  be  the  impact  on  on-going  projects  of 
transferring  $9  million  from  the  Loan  Fund  to  the  Community  Services 
Block  Grant? 

Mr.  Trachtenberg.    There  are  $24.5  million  in  outstanding  loans 
made  by  the  former  CSA  in  1980  and  1981.    The  transfer  of  $9  million 
in  1983  from  the  Rural  Development  Loan  Fund  (RLDF)  to  the  CSBG 
program  has  no  impact  on  those  on-going  loans. 

Mr.  Natcher.    What  are  your  plans  for  the  Rural  Development 
Loan  Fund? 

Mr.  Trachtenberg.    We  are  currently  reviewing  past  activities 
of  the  Rural  Development  Loan  Fund  as  to  the  feasibility  of  initiat- 
ing new  loan  programs. 

Mr.  Natcher.  Why  do  you  propose  to  transfer  $9  million  to  your 
block  grant  account  in  1983? 

Mr.  Trachtenberg.    The  proposal  arose  during  the  1983  budget 
process  whereby  it  was  considered  feasible  to  transfer  unused  loan 
fund  balances  as  an  offset  to  block  grant  Budget  Authority,  rather 
than  remain  on  deposit  with  the  U.S.  Treasury  during  this  period  of 
budget  constraints. 

Mr.  Natcher.    What  is  the  current  balance  in  the  Loan  Fund? 

Mr.  Trachtenberg.    The  cash  balance  of  the  Fund  as  of  December 
1981  was  $8,930,573. 

COMMUNITY  DFVELOPMFNT  CREDIT  UNIONS 

Mr.  Natcher.    Do  you  also  plan  to  close-out  the  conmunity 
development  credit  union  loan  fund? 

Mr.  Trachtenberg.    Current  plans  are  to  close  the  community 
development  credit  union  loan  fund  when  current  outstanding  loans 
are  repaid.    No  new  loan  authority  is  requested  in  1982  and  1983. 

FEDERAL  ADMINISTRATION  OF  THE  CSBG 

Mr.  Natcher.  I  believe  you're  assigning  55  employees  to  admin- 
ister the  block  grant  in  1983.    What  are  the  duties  of  these  people? 

Mr.  Trachtenberg.    The  Office  of  Community  Services  must  ensure 
that  funds  appropriated  by  Congress  are  used  for  the  purposes 
contained  in  the  Act,  and  that  the  funds  are  distributed  to  States 
and  Indian  tribes  in  a  timely  fashion.    It  will  be  the  primary 
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function  of  staff  to  assure  that  these  activities  are  accomplished. 


Mr.  Natcher.    How  many  employees  do  you  currently  have  assigned 
to  the  block  grant? 

Mr.  Trachtenberg.    We  currently  have  21  people  assigned  to  the 
block  grant  office,  and  we  will  be  bringing  several  more  on  board 
soon. 

Mr.  Natcher.    Do  you  plan  to  conduct  financial  audits  of  the 
States? 

Mr.  Trachtenberg .  The  Block  Grant  Act  requires  that  the 

States  conduct  their  own  audits  at  least  every  two  years,  and  that 
we  receive  a  copy  of  those  audits. 

Our  general  policy  is  to  accept  State  interpretations  of  the  law 
unless  those  interpretations  are  clearly  erroneous.    If  we  find  that 
a  State  is  spending  funds  in  a  way  that  does  not  comply  with  the  law, 
States  must  repay  the  funds  to  the  Treasury. 

ECONOMIC  OPPORTUNITY  ACT  CLOSE-OUT  ACTIVITIES 

Mr.  Natcher.  How  will  the  $6.2  million  for  expenses  of  closing 
out  the  former  Ccarraunity  Services  Administration  (CSA)  be  used? 

Mr.  Trachtenbeigu'  Approximately  300  community  action  agencies 
and  limited  purpose  agencies,  funded  by  the  former  CSA,  are  estimated 
to  require  supplemental  assistance  in  1983  for  purposes  of  closing 
their  activities.    The  total  cost  of  this  assistance  is  estimated  at 
$4,335,000.    $950,000  of  the  request  will  provide  for  final  audit 
costs  of  grantees  who  will  not  continue  under  the  block  grant  pro- 
gram.   The  balance  of  $915,000  is  the  amount  estimated  to  cover  the 
cost  of  additional  severance  pay  and  benefits  and  lump  sum  leave 
payments  accruing  to  approximately  130  former  Community  Services 
Administration  employees  hired  by  HHS  to  assist  in  closing  down  ac- 
tivities under  the  Economic  Opportunity  Act. 

Mr.  Natcher.    How  many  former  CSA  grantees  have  you  closed  out 
so  far? 

Mr.  Trachtenberg.  It  is  the  goal  of  the  Department  to  close  out 
3,870  grants  before  September  30,  1982. 
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Mr.  Natcher.    How  large  is  the  total  universe  of  former  CSA 
grantees? 

Mr.  Trachtenberg.    The  Department  is  responsible  for  closing- 
out  5,567  CSA  grants  held  by  grantees. 

Mr.  Natcher.    How  many  employees  do  you  have  assigned  to  these 
close-out  activities? 

Mr.  Trachtenberg.    Currently,  150  employees  are  assigned  to 
close-out  activities. 

Mr.  Natcher.    Will  you  RIF  them  when  the  close-out  is  complete? 

Mr.  Trachtenberg.  It  is  most  likely  a  RIF  process  will 

be  initiated  as  the  number  of  grantees  required  to  be  closed  is 
reduced. 

Mr.  Natcher.    What  is  your  best  estimate  of  the  total  cost  of 
close-out  of  CSA? 

Mr.  Trachtenberg.    The  total  estimated  cost  of  close-out  as  of 
March  1982  is  $40,000,000. 

Mr.  Natcher.    Is  the  General  Services  Administration  involved  in 
close-out?    If  so,  to  what  extent. 

Mr.  Trachtenberg.    Of  the  $30  million  made  available  for  BOA 
close-out  activities  in  1982,  $18  million  was  appropriated  directly 
to  HHS  and  $12  million  appropriated  to  the  General  Services  Admin- 
istration (GSA)  .    The  $12  million  to  GSA  provided  for  severance  pay 
and  benefits,  and  lump  sum  leave  payments,  to  former  employees  of  the 
Community  Services  Administration.    In  addition,  GSA  was  reimbursed 
$1.8  million  from  the  $18  million  for  services  provided  in  preparing 
final  1981  financial  reports  and  closing  CSA  employee  earnings 
records.    Two  GSA  payroll  specialists  are  currently  assigned  to 
close-out  activities  and  will  complete  their  assignment  by  March  31, 
1982. 

DISCRETIONARY  FUNDS 

Mr.  Conte.  Where  does  the  situation  concerning  the  discretion- 
ary account  stand? 

Mr.  Trachtenberg.    On  March  11,  1982,  the  Office  of  Management 
and  Budget  approved  a  reapportionment  request  to  increase  the  amount 
of  discretionary  projects  from  $5,000,000  to  approximately  $31  mil- 
lion.   The  Department  expects  to  publish  a  program  announcement  for 
the  Discretionary  program  within  the  next  several  weeks. 

Mr.  Conte.    Have  you  moved  to  follow  Congressional  intent  in 
this  matter? 

Mr.  Trachtenberg.    The  justification  to  OMB  for  approval  of 
$31  million  for  discretioary  funds  relied  strongly  on  the  legisla- 
tive history  supporting  the  intent  of  Congress.    The  development  of 
program  plans  over  the  next  several  weeks  will  also  follow  guide- 
lines made  available  by  the  Congress. 
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Mr.  Conte.    When  can  we  expect  that  funds  we  provided  will  be 
made  available? 

Mr.  Trachtenberg.    We  anticipate  the  funds  to  be  available 
within  90  days  from  the  date  of  program  announcement. 

REDUCTION  OF  FEDERAL  PERSONNEL 

Mr.  Conte.    In  the  administration  of  the  Block  Grant  your 
budget  calls  for  a  reduction  of  $9  million  and  133  positions.  Can 
you  responsibly  administer  the  program  with  such  reductions? 

Mr.  Trachtenberg.    The  1982  and  1983  requests  include  two  types 
of  employment  ceilings; (1)  total  positions  and, (2)  full  time  equiv- 
alents (FTE)  itemized  as  follows: 


Employment  Ceilings 
1982  1983 


Activity 

Positions 

FTE 

Positions 

FTE 

BOA  Close-out  Activities 

165 

165 

130 

60 

Block  Grants 

65 

55 

55 

55 

Transition  and  overhead 

108 

98 

* 

* 

338 

318 

185 

115 

*  Positions  and  FTE  included  in  close-out  activities. 

The  $9  million  reduction  in  the  Salaries  and  Expenses  account 
is  attributable  to  costs  associated  with  close-out  and  transition 
activities  only.    The  FTE  request  to  administer  the  block  grant 
program  remains  at  55  for  both  1982  and  1983. 

Mr.  Conte.    How  will  the  133  personnel  reductions  be  achieved? 
What  will  they  cost? 

Mr.  Trachtenberg.    The  total  employment  reduction  of  203  associ- 
ated with  close-out  and  transition  activities  will  be  achieved  through 
the  reduction- in-force  procedure  as  BOA  close-out  activities  are 
completed.    The  estimated  cost  of  reductions  including  salaries  and 
benefits  for  the  period  employees  are  actually  employed,  severance 
pay  and  benefits,  and  lump  sum  leave  payments  is  $18  million. 

ECONOMIC  OPPORTUNITY  ACT  CLOSE-OUT  ACTIVITIES 

Mr.  Conte.  How  many  persons  are  still  involved  in  the  close-out 
of  the  Community  Services  Administration? 

Mr.  Trachtenberg.  Currently,  150  persons  are  involved  in  close- 
out  of  the  Community  Services  Administration. 

Mr.  Conte.    When  do  you  anticipate  those  close-out  activities 
will  be  completed? 

Mr.  Trachtenberg.    It  is  the  goal  of  the  Department  to  close 
3,870  grants  before  September  30,  1982  and  a  balance  of  1,697  in 
fiscal  year  1983. 
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Mr.  Conte .    During  the  close-out  procedures  are  you  conducting 
audits  of  all  grantees? 

Mr.  Trachtenberg .    The  Department  has  the  responsibility  of 
closing  5,567  grants.    Each  grant  will  be  audited,  audits  reviewed, 
questioned  costs,  if  any,  resolved  and  the  grant  terminated. 

Mr.  Conte.    Do  your  audits  indicate  that  grantees  were 
managing  their  projects  well  and  properly,  or  are  you  finding  cases 
of  significant  mismanagement? 

Mr.  Trachtenberg.    The  cases  of  significant  mismanagement  is  a 
comparatively  small  percnetage  as  compared  to  the  total  of  5,567 
grants,  or  1,686  grantees.    The  Office  of  Inspector  General  reports 
on  these  activities  on  a  semi-annual  basis.    Those  cases  requiring 
potential  judicial  action  are  referred  to  the  Department  of  Justice. 

BLOCK  GRANT  REQUEST  FOR  1983  AND  1984 

Mr.  Conte.    Why  are  you  seeking  only  $100  million  for  the 
"Community  Services  Block  Grant"  for  Fiscal  1983? 

Mr.  Trachtenberg.    The  reduction  to  $100,000,000  is  an  example 
of  many  of  the  difficult  decisions  the  Administration  had  to  make 
in  developing  the  1983  budget  request — decisions  that  were  based  not 
only  on  the  need  to  restrain  Federal  spending,  but  also  on  the  need 
to  minimize  Federal  involvement  in  activities  like  Community  Serv- 
ices which  States  and  localities  are  better  equipped  to  manage  than 
the  Federal  government.    The  reduction  has  allowed  the  Department 
of  Health  and  Human  Services  to  maintain  support  for  higher 
priority  Social  Services  programs. 


Mr.  Conte.    Is  the  Administration  planning  to  eliminate  the 
block  grant  in  Fiscal  1984? 

Mr.  Trachtenberg.    The  Community  Services  Block  Grant  is  one 
of  the  programs  that  is  being  considered  for  inclusion  in  the  New 
Federalism  proposal.    Staring  in  Fiscal  Year  1984,  financing  for  the 
program  would  come  from  a  trust  fund  created  from  existing  Federal 
alcohol,  tobacco,  telephone  and  gasoline  excise  taxes,  and  a  portion 
of  the  oil  windfall  profits  tax. 

States  would  have  the  choice  of  accepting  the  Community  Serv- 
ices Block  Grant,  and  using  a  portion  of  their  trust  monies  to 
reimburse  the  Department  of  Health  and  Human  Services  for  the  grant. 
Or,  if  they  choose  to  forego  the  Community  Services  Block  Grant, 
they  could  receive  their  trust  fund  money  directly  as  "super  revenue 
sharing."    There  would  be  a  mandatory    pass-through  of  part  of  the 
super  revenue  sharing  funds  to  local  governments. 

Mr.  Roybal.    You  propose  a  reduction  of  approximately  70  per- 
cent in  the  Community  Services  Block  Grants. 

a.  How  does  this  reduction  affect  the  number  of  projects  funded 
by  the  States  and  the  number  of  people  who  benefit  from  this 
program? 

b.  What  sources  of  funds  are  available  to  the  States  to  make  up 
this  70  percent  reduction? 
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Mr.  Trachtenberg.    The  70%  reduction  to  $100,000,000  is  an  ex- 
ample of  many  of  the  difficult  decisions  the  Administration  had  to 
make  in  developing  the  1983  budget  request — decisions  that  were 
based  not  only  on  the  need  to  restrain  Federal  spending,  but  also 
on  the  need  to  minimize  Federal  involvement  in  activities  like 
Community  Services  which  States  and  localities  are  better  equipped 
to  manage  than  the  Federal  government.    The  reduction  has  allowed 
the  Department  of  Health  and  Human  Services  to  maintain  support  for 
higher  priority  Social  Services  programs. 


We  understand  that  CAA's  have  received  approximately  three- 
quarters  of  their  funding  from  other  Federal  sources  as  well  as 
other  DHHS  programs,  such  as  Head  Start,  and  Administration  on 
Aging.    We  hope  that  this  relationship  will  continue  and  that  a 
more  equitable  distribution  of  administrative  costs  for  these  pro- 
grams will  result. 

For  example,  in  FY  1980  - 

o    The  Administration  on  Aging  gave  CAAs  over 
$112  million  which  represented  11  percent  of 
the  funds  used  by  CAAs. 

o    The  Administration  on  Children,  Youth,  and 
Families  gave  CAAs  over  $360  million  which 
represented  almost  36  percent  of  funds  used 
by  CAAs. 

Mr.  Roybal.    I  am  concerned  to  hear  that  funds  appropriated  by 
Congress  to  serve  identified  groups  under  the  Secretary's  Discre- 
tionary Fund  of  the  Community  Services  Block  Grant  have  not  been 
used. 

I  am  aware  that  programs  serving  migrant  and  seasonal  farm- 
workers have  been  awaiting  the  receipt  of  discretionary  funds 
because  they  have  not  been  able  to  rely  on  the  States  to  provide 
them  with  assistance  under  the  Block  Grants.    In  fact,  a  recent 
survey  of  39  states  revealed  that  only  two — Illinois  and  New  Jersey 
— are  targetting  Block  Grant  money  to  migrant  and  seasonal  farm- 
worker programs. 

Since  the  Secretary's  Discretionary  Fund  seems  to  be  the  only 
reliable  source  of  assistance  for  migrant  and  seasonal  farmworker 
programs,  and  in  view  of  the  fact  that  Congress  mandated  the  use  of 
the  discretionary  money  to  fund  farmworker  programs  and  other 
identified  groups,  I  would  like  to  find  out  what  plans  you  have 
made  to  implement  the  discretionary  fund,  particularly  with  respect 
to  migrant  and  seasonal  farmworkers. 

Mr.  Trachtenberg.    On  March  11,  1982,  the  Office  of  Management 
and  Budget  approved  a  reapportionment  request  to  increase  the 
amount  of  discretionary  projects  from  $5,000,000  to  approximately 
$31  million.    During  the  week  of  March  28,  1982,  the  Department 
will  publish  a  program  announcement  to  this  effect.    The  justifi- 
cation to  OMB  for  approval  of  $31  million  for  discretionary  funds 
relied  strongly  on  the  legislative  history  supporting  the  intent  of 
Congress.    Migrant  and  seasonal  farmworker  organizations  may 
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apply  for  funding  under  the  program  priorities  to  be  announced  in 
the  Federal  Register  in  addition  to  their  eligibility  under  both 
the  block  and  transition  provisions  of  the  Community  Services  Block 
Grant  program. 
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OFFICE  OF  COMMUNITY  SERVICES 


1983  Estimate  Page 
Pos .  Amount  Nun  b  9  r 


Community  Services....      1 

Community  Services 

Block  Grants   115      106,300,000  xi 

Community  Services 

Closeout   —  6,  200,  000  17 


93-481    0—82  33 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
COMMUNITY  SERVICES 
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COMMUNITY  SERVICES 

Eor  making  payments  to  States  to  carry  out 
the  Community  Services  Block  Grant  Act,  $91,000,000,  and, 
in  addition,   $9,000,000  to  be  derived  by  transfer  from 
the  Rural  Development  Loan  Fund. 

For  necessary  expenses  for  the  Office  of  Community 
Services,  $12,500,000,  of  which  $6,200,000  shall  be 
available  to  carry  out  the  closeout  of  activities 
previously  conducted  under  the  Economic  Opportunity 
Act  of  1964. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  COMMUNITY  SERVICES 


COMMUNITY  SERVICES 
Amounts  Available  for  Obligation 


1982  1983 
Estimate   Request 

Appropriation   $366,  075,  000     $103,  500,000 


Transfer  from: 

Rural  Development  Loan 

Fund     9,000,000 


Total  Obligations   $366,075,000  $112,500,000 
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Summary  of  Changes 


1982  Estimated  budget  authority  $366,075,000" 

1983  Estimated  budget  authority.   112 ,500,000- 

Net  change  -$253,5  75,  000- 


1982.  Base  Change  from  Base 

Pos.  Amount        Pos .  Amount 


Decreases : 

A.  Built-in: 

1.  Federal  administra- 

tion block  grants  153         $6,  522,  000       -38     -$222,  000 

2.  Federal  administra- 

tion community 

services  closeout  165  8,728,  000     -165     8,728  ,  000 

B .  Program: 

1.  Community  services 

block  grants    336,478,000     ~  -236,473  ,  000 

2.  Community  services 

discretionary 

activities   —  5,  000,000     —       -5,  000,000 

3.  Community  services 

closeout   "9  ,347,000     —  -3,147,000 

Net  change   -203  -253,575,  000 
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Budget  Authority  by  Activity 


1981                          1982  1983 
Actual                   Estimate  Estimate 
Pos.     Amount    Pos.  Amount     Pos.  Amount 


Community  services 
block  grants  

Communitv  services  dis- 
cretionary activities. 

Federal  administration 
block  grants  

Federal  administration 
community  services 
closeout  

Community  services 
closeout  


Unobligated  balance, 
start  of  year  

Unobligated  balance, 
end  of  year  

Unobligated  balance, 
lapsing  

Total  budget 

authority      318       366,075,  000     115       112,  500,  000  * 

(Standard  level 

user  charge)  (  )        (  )    (  )  (745,000) (  )  (440,000) 


*  Represents  obligational  level  in  1983;   $103,500,000  is  requested  in 
new  budget  authority.     The  $9,000,000  balance  is  derived  through  a 
fund  transfer  from  the  Rural  Development  Loan  Fund. 


  $336,478,000 

  5,000,000 

153  6,522,000 

165  8,728,000 

  9,347,000 

318  366,075,000 


sioo.ooo.ooo 


115  6,300,000 


  6,200,000 

115  112,500,000 
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.  Budget  Authority  by  Object 

1982 

I  Estimate 

Total  number  of  permanent 
positions   332 

Full-time  equivalent  of  all 
other  positions   6 

Total  compensable 
worlcyears   318 

Personnel  compensation: 

Permanent  positions  $9,  372,  000 

Positions  other  than 

permanent....-   1,008,000 

Other  personnel 

compensation   400,  000 

Subtotal,  personnel 

compensation  10, 780, 000 

Personnel  benefits   952,000 

Travel  and  transporration 

of  persons   1,400,  000 

Transportation  of  things   5,000 

Rent,  communications  and 

utilities   1,  053,  000 

Standard  level  user  charges..  745,000 

Printing  and  reproduction....  100,000 

Other  services   95,000 

Project  contracts   4  ,  247,000 

Supplies  and  materials   75,  000 

Equipment   4  5  ,  000 

Grants,   subsidies  and 

contributions  346,  578  ,  000 

Total  budget  authority  $366,075,000 


1983 
Estimate 


Increase 

or  ; 
Decrease 


182 

3 

115 


-152 


-203 


$3,154,000 
400, 000 
126, 000 


■6,218,000 
-608,000 
-274 ,000 


3,680,000 
360,000 

1,000,000 
5,000 

515,000 

440,000 

100,000 
95,000 
2,000,000 

75,000   

30,000  15,000 

104,200,000  -242,378,000 


■7,100,  000 
-592,000 

-400,000 


-538,000 
-305, 000 


-2,247, 000 


$112,500,000  -253,575,000 
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Authorizing  Legislation 


1982  1983  1983 

Amount  1982  Amount  Budget 

Authorized        Estimate  Authorized  Request 


Community  Services: 

1.  Community  Services 
Block  Grants 
Section  672 
Community  Services 

Block  Grant  Act     $389,375,000     $348,000,000     $389,375,000  $97,300,000 


2.  Economic  Opportunity 
Act-Closeout 
Activities 
Section  682(e) 
Community  Services 
Block  Grant  Act     indefinite       18,075,000   6,200,000 


Total  Appropriation 


$366,075,000 


$103,500,000 
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COMMUNITY  SERVICES 

Table  of  Estimates  and  Appropriations  ~ 
Budget 

Estimate  House  Senate 

to  Congress  Allowance  AT lowance  Appropriation 

1982       $225,000,000       $362,552,000       $300,000,000  $366,075,000 


1983 


112, 500, 000 
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JUSTIFICATION 
COMMUNITY  SERVICES 


1982  1983  Increase  or 

Estimate   Estimate   Decrease 

  Pos .  Amount    Pos.  Amount    Pos.  Amount 

Community  Services 
Block  Grants: 

Community  services 

block  grants   $336,478,000   $100,000,000   $-236,478,  000 

Community  services  dis- 
cretionary activities   5,000,000        -5,000,000 

Federal  administration 

block  grants   153        6,522,000     115        6,300,000  -38  -222,000 

Economic  Opportunity 
Closeout: 

Federal  administration 
community  services 

closeout   165        8,728,000      -165  -8,728,000 

Community  services 

closeout    9,347,000    6,200,000    3,147,000 

Total  budget 

authority   318  $366,075,000     115  $112,500,000-203  $-253,575,000 
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GENERAL  STATEMENT 
The  Office  of  Community  Services  was  established  within 
the  Department  of  Health  and  Human  Services  in  October 
1981.     The  function  of  the  new  Office  is  to  administer 
the  Community  Services  Block  Grant  program  and  to  over- 
see the  closeout  of  past  activities  authorized  under  the 
Economic  Opportunity  Act  of  1964  and  administered  by  the 
Community  Services  Administration,  whose  function  ceased 
on  September  30,  1981. 

In  addition  to  the  above  activities,  OCS  administers  and 
monitors  activities  of  local  entities  within  those  States 
that  did  not  opt.       for  the  block  grant  program  at  the 
beginning  of  fiscal  year  1982. 

During  the  first  quarter  of  fiscal  year  1982,  fourteen 

States  did  not  receive  direct  Federal  payment  to  operate 

the  Community  Services  Block  Grant  program.     In  this 

transition  period  of  funding  prior  to  States  receiving 

block  grants,  OCS  continued  to  fund  local  community 

action  agencies  previously  funded  by  the  former  Community 

Services  Administration.     The  fourteen  transition  States 

in  the  first  quarter  of  fiscal  year  1982  were  as  follows: 

Alaska 

California 

Colorado 
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Connecticut 

Florida 

Georgia 

Maryland 

Montana 

New  Hampshire 

New  Mexico 

New  York 

Texas 

Virginia 

West  Virginia 

Three  of  the  fourteen  States,  Connecticut,  New  Hampshire, 
and  Montana  have  converted  to  direct  Federal  block  grant 
funding  as  of  January  198  2. 

The  second  major  responsibility  of  the  Office  of  Community 
Services  is  to  terminate  activities  of  the  Community  Ser- 
vices Administration.     165  former  CSA  employees  have  been 
rehired  by  OCS  to  carry  out  this  function.     The  staff  of 
165  is  distributed  among  headquarters  and  ten  regional 
offices.     The  central  office  is  assigned  83  positions  which 
includes  35  positions  assigned  to  the  Office  of  Inspector 
General  and  the  balance  of  82  is  allotted  to  ten  regional 
offices.    A  wide  range  of  administrative  functions  will  be 
performed  by  the  closeout  staff,  including  in  part,  policy 
direction,  grant  termination  and  oversight,  grant  audit, 
monitoring  and  resolution,  and  payment  of  CSA  prior 
obligations . 


523 


li 


Community  Services  Block  Grants 

Authorizing  Legislation  -  Section  672(a)  Community  Ser- 
vices Block  Grant  Act  of  1981. 


1982 
Current 
Estimate 


Author  i  za t ion 


1983  Estimate 


Budget 
Authority 


Increase; 

or  - 
Decrease 


$336,478,000         $389,375,000       $100,000,000  $-236,478,000 
Purpose  and  method  of  operations  —  The  purpose  of  the 
Community  Services  Block  Grant  program  is  to  provide 
funds  to  States  to  ameliorate  the  causes  of  poverty  in 
communities  within  the  State.     Each  State  requesting  funds 
must  certify  in    its    application  that  the  State  agrees  to 
(1)   provide  a  range  of  services  and  activities  having  a 
measurable  and  potentially  major  impact  on  causes  of 
poverty  in  communities  where  poverty  is  an  acute  problem; 
and   (2)  provide  activities  designed  to  assist  low- income 
participants  including  the  elderly. 

Funds  appropriated  for  this  program  are  allocated  to 
States  based  on  a  percentage  ratio  of  1981  funding  levels 
under  Section  221  of  the  Economic  Opportunity  Act  of  1964. 
Rationale  for  the  Budget  Request  —  The  1983  request  con- 
tinues the  Community  Services  block  grant  program  begun  in  1982 
but  at  a  reduced  level.      Additional     assistance  is  avail- 
able to  participants  of  the  community  services  program 
under  other  block  grant  programs,   such  as    the  Social  Services 
Block  Grant  program  and  the  proposed  Child  Welfare  Block 
Grant  program. 
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Allocations  to  States  for 
Community  Services  Block  Grants 


1982 

1983 

Estimate 

Estimate 

Total  57  "States" 

$340,550,000  * 

$100,000,000 

Alabama 

6,609,389 

1 ,  941 ,  380 

Alaska 

1,  084  ,  .  ' 

318 ,500 

American  Samoa 

206, 380 

59,725 

Arizona 

3,066,142 

900, 620 

Arkansas 

4,574,191 

1,343,580 

California 

31, 542, 231 

9,264  ,920 

Colorado 

3 , 016 , 097 

885 ,  920 

Connecticut 

4 , 337, 307 

1,274,000 

Delaware 

863,875 

250,000 

Dist.  of  Columbia 

6, 042,202 

1,774,780 

Florida 

10,035,861 

2,947,840 

Georgia 

9 ,331, 883 

2,741, 060 

Guam 

195, 322 

56,525 

Hawaii 

1,447,993 

425, 320 

Idaho 

927,516 

272,440 

Illinois 

16,895,479 

4,962,720 

Indiana 

5,234,796 

1,537,620 

Iowa 

3,890,231 

1,142,680 

Kansas 

2,932,687 

861,420 

Kentucky 

5,898,738 

1,732,640 

Louisiana 

8,334,302 

2,448,040 

Maine 

1,891,733 

555,660 

Maryland 

4,771,038 

1,401,400 

Massachusetts 

8,864,788 

2,603,860 

Michigan 

13,322,205 

3,913,140 

Minnesota 

4,250,561 

1,248,520 

Mississippi 

5,718,573 

1,679,720 

Missouri 

9,952,451 

2,923,340 

Montana 

1,291,183 

379,260 

Nebraska 

2,455,583 

721,280 

♦Includes  $4/072,000 

in  funds  that  will  be  withheld 

from  awards  to 

-  transition  states  for  the  purpose  of  funding  Federal  Administrative 
costs  as  authorized  under  Section  68  2  of  the  Omnibus  Reconciliation 


Act  of  1981. 
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1982 
Estimate 

1983 
Estimate 

Nevada 

New  Hampshire 
New  Jersey 
New  Mexico 
New  York 

863,875 
964,217 
9,  849,0  23 
2,308,782 
30,794,880 

250,000 
283,220 

2,892,960 
678,160 

9,045,400 

North  Carolina 

North  Dakota 

No.  Mariana  Islands 

Ohio 

Oklahoma 

9,535,403 
863,875 
122,359 
13,772,618 

4,570,854 

2,800,840 
250,000 
35,410 
4,045,440 
1,342,600 

Oregon 
Pennsylvania 
Puerto  Rico 
Rhode  Island 
South  Carolina 

2,882,  641 
15,  223,948 
15,047,119 
2,001,834 
5,508,380 

846,720 
4,471,740 
4,419, 800 

588,000 
1,617,980 

South  Dakota 

Tennessee 

Texas 

Trust  Terr.  Pacific  Islands 
Utah 

863,875 
7,083,156 

933,883 
1,401,284 

250,000 
2,080,540 
a    q  q  o  ion 

270,260 
411,600 

Vermont 
Virgin  Islands 
Virginia 
Washington 
West  Virginia 

863,875 
269,806 
5,254,814 
4,323,961 
4,  023,686 

250,000 
78,080 
1,543,500 
1,270,080 
1,181,880 

Wisconsin 
Wyoming 

4,377,342 
863,875 

1,285,760 
250,000 
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Community  Services  Discretionary  Activities 

Authorizing  Legislation  -  Section  681(a)   of  the  Community 

Services  Block  Grant  Act. 

1982  1983   Estimate  Increase 

Current  Budget  or 

Estimate        Authorization    Authority  Decrease 

$5,000,000  a/         $   -$5,000,000 

a/  Not  more  than  9%  of  amounts  appropriated  under 

Section  672(a),   in  any  fiscal  year,  of  the  Community 
Services  Block  Grant  Act. 

Purpose  and  method  of  operations  —  The  Secretary's  dis- 
cretionary fund  provides  for  programs  of  regional  and 
national  significance  designed  to  help  poor  persons,  in- 
cluding programs  addressing  special  rural  and  urban  needs; 
economic  development  needs;  rural  housing  needs;   and  youth 
sports.     Approximately  370  grants  were  made  by  CSA  for 
FY  1981  and  into  1982. 

Rationale  for  the  Budget  Request  —  The  purpose  of  the 
Community  Services  Block  Grant  legislation  is  to  provide 
the  States,  rather  than  the  Federal  government,  with  the 
authority  and  flexibility  to  decide  what  groups  of 
programs  to  fund  under  the  block  grant.     While  the  Sec- 
retary provided  a  limited  amount  of  money  under  his  dis- 
cretionary authority  to  select  grantees  during  the 
transitional  year  of  FY  1982,  the  funds  for  1983  should  be 
included  in  the  block  grants  to  the  States  so  that  funding 
decisions  can  be  made  at  the  State  level. 
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Federal  Administration  Block  Grants 

Authorizing  Legislation  -  Section  672 Ca)   Community  Ser- 
vices Block  Grant  Act  of  1981. 

Increase  or 

1982  Estimate   1983  Request   Decrease 

Budget      Author-  Budget  Budget 

Pos .     Authority      ization  Pos .     Authority      Pos.  Authority 

318  $15,250,000       Indefinite     185     $6,200,000     -133  -$9,050,000* 
Purpose  and  method  of  operations  -  The  request  includes 
$3,940,000  for  salaries  and  benefits  for  activities  as  follows: 
75  positions  for  approximately  nine  months;  and  55  for  approx- 
imately three  months  for  the  purpose  of  closing  out  prior 
year  responsibilities;  and  55  employees  at  twelve  months  for 
administration  of  the  Community  Services  block  grant  program. 
115  FTEs  can  be  supported  under  this  request.     $1,005,000  is 
requested  for  travel  and  transportation.     The  closing  of 
grantees  will  require  an  estimated  three  or  four  trips  per 
staff  at  an  average  cost  of  $4  50  per  trip.     The  general  purpose 
of  the  travel  will  be  to  provide  a  presence  in  the  oversight 
and  disposition  of  the  Federal  investment.     The  1983  request 
balance  of  $1,255,000  provides  coverage  of  attendant  overhead 
activities,   including:   space  rental,  utilities,  equipment 
rental,  computer  service,  maintenance  and  repair,  labor  ser- 
vices, printing  .and  reproduction  and  supplies. 

*For  presentation  purposes,  the  statistics  shown  in  this  table 
and  the  Object  Class  table  on  the  following  page,  include 
Federal  Administration  for  both  Block  Grants  and  Community 
Services  Closeout  activities. 


93-481    0—82  34 
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1982 
Estimate 

1983 
Request 

Increase  or 
Decrease 

Personnel  Compensation 
and  Benefits 

$11,732,000 

$3, 

940,000 

-$7,792,000 

Travel  and  transportation 

1,405,000 

1, 

005,000 

-400,000 

SLUC 

1,053,000 

515,000 

-538,000 

Rent,  Communications 
and  Utilities 

745,000 

440, 000 

-305,000 

Printing  and  Reproduction 

100,000 

100,000 

Other  Services 

95,000 

95,000 

Supplies  and  Materials 

75,000 

75,000 

Equipment 

45,000 

30,000 

-15,000 

$15,250,000 

$6, 

200,000 

-$9,050,000 
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Federal  Administration  Community  Services  Closeout 

Authorizing  legislation  -  Section  682  CeL  Community  Services  Block 
Grant  Act.  -. 

Increase  or 

1982, Estimate  1983  Request   Decrease  

Budget        Author-  Budget  Budget 

Pos.     Authority        ization    Pos.      Authority         Pos.  Authority 

a7 

165     §8,728,000        indefinite "0-        -0-  -165  -$8,728,000 

a/  Residual  EOA  close-out  staff  included  in  Federal  Administration 
Community  Services. 

Purpose  and  method  of  operation  -  The  purpose  of  this  Salaries  and 
Expenses  account  with  a  Federal  staff  of  165  positions  is  to  close-out, 
by  September  30,  1982,  all  activities  previously  authorized  under  the 
Economic  Opportunity  Act  of  1964,  as  amended.     The  165  positions  in 
1982  are  distributed  nation-wide  to  include  83  positions  in  head- 
quarters and  82  positions  distributed  throughout  ten  regions.  Included 
in  the  headquarters  total  of  8  3  are  35  positions  assigned  to  the 
Office  of  Inspector  General. 

The  close-out  functions  performed  by  the  staff  of  165  covers  a  wide 
range  of  administrative  assignments  that  include  in  part:  policy 
direction,  grants  termination  and  oversight,  grant  audit,  monitoring 
and  resolution,  payment  of  obligations  of  the  former  Community  Ser- 
vices Administration,  close-out  of  former  CSA  employee  salary  and 
expense  accounts,  shut-down  of  the  CSA  computer  data  center  and 
resolution  of  legal  activities. 

Other  operating  expenses  included  in  the  198  2  estimate  are  travel  and 
transportation,  building  rental,  utilities,  equipment  rental,  and 
supplies . 
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Rationale  for  the  Budget  Request  -  There  is  no  reauest 
for  this  activity  in  1983.     60  full  time  equivalents  (FTEs) 
are  estimated  as  the  staff  required  to  complete  any  residual 
close-out  activities  that  carry  over  from  1982  into  1983 « 
The  1983  request  for  these  60   FTEs  is  included  in  the  Federal 
Administration  Block  Grants  activity. 
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Community  Services  Closeout 

Authorizing  Legislation  -  Section  682(e)  Community  Ser- 
vices Block  Grant  Act  of  1981. 

1982                  1983  Estimate  Increase 

Current                                   Budget  or 

Estimate      Authorization      Authority  Decrease 

$9,347,000                               $6,200,000  -$3,147,000 


Purpose  and  method  of  operations  —  The  CSBG  Act  of  1981 
repealed  the  Economic  Opportunity  Act  of  1964  which 
authorized  the  Community  Services  Administration.  Con- 
sequently, the  CSA  was  dismantled  as  of  September  30,  1981 
and  the  new  Office  of  Community  Services  was  given  respon- 
sibility for  closing  out  grants  made  by  CSA  which  extended 
into  1982  and  sometimes  1983.     Closeout  activities  include 
reviewing  final  financial  reports,  audits,  resolving  audit 
problems  and  of  property  disposition. 

Rationale  for  Budget  Request  -  Current  OCS  policy  for  close- 
out expenses  require  grantees  to  budget  for  close-out 
expenses  within  any  grants  received  during  FY  1982  and  FY 
1983.     It  is  anticipated,  however,  that  grantees  in  partic- 
ular distress  will  be  unable  to  fund  all  close-out  costs. 
Included  in  the  1983  request  is  $4,335,000  to  provide 
Federal  close-out  assistance  to  an  estimated  295  to  520 
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Community  Action  Agencies  and  Limited  Purpose  Agencies. 
These  oversight  activities,  which  include  property  dis- 
position, completing  and  closing  the  financial  accounts 
and  records,  dissolving  corporate  charters,  resolving 
legal  action,  and  terminating  employees  will  insure 
appropriate  disposition  of  Federal  assets  and  respon- 
sibilities. 

$950,000  of  the  request  will  provide  for  final  audit  costs 
of  grantees  who  will  not  continue  under  the  block  grant 
program.     An  estimated  100  to  150  grantees  will  no  longer 
have  ongoing  programs,  from  which  audit  costs  are  normally 
paid,  and  will  require  this  support  in  order  to  complete  the 
legally  required  final  audits. 

The  balance  of  $915,000  is  the  amount  estimated  to  cover 
the  cost  of  additional  severance  pay  benefits  and  lump  sum 
leave  payments  accruing  to  approximately  130  former 
Community  Services  Administration  employees  hired  by  HHS 
to  assist  in  closing  down  activities  under  the  Economic 
Opportunity  Act.     It  is  estimated  that  the  average  employee 
leave  balance  will  be  24  0  hours  and  an  additional  3-4  weeks 
of  severance  pay  benefits  will  have  been  accumulated  by 
each  employee. 


Tuesday,  March  9,  1982. 


SOCIAL  SECURITY  ADMINISTRATION 

WITNESSES 
JOHN  A.  SVAHN,  COMMISSIONER 

ANTHONY  L.  ITTEILAG,  DEPUTY  ASSISTANT  SECRETARY,  BUDGET,  HHS 
NELSON  J.  SABATINI,  ACTING  ASSOCIATE  COMMISSIONER  FOR  MANAGE- 
MENT, BUDGET,  AND  PERSONNEL 
FRED  SCHUTZMAN,  DEPUTY  DIRECTOR,  OFFICE  OF  CHILD  SUPPORT  EN- 
FORCEMENT 

LINDA  S.  McMAHON,  ASSOCIATE  COMMISSIONER  FOR  FAMILY  ASSIST- 
ANCE 

PHILLIP  N.  HAWKES,  DIRECTOR,  OFFICE  OF  REFUGEE  RESETTLEMENT 
SHERWIN  T.  MONTELL,  DIRECTOR,  OFFICE  OF  FINANCIAL  RESOURCES 

1983  BUDGET 

Mr.  Natcher.  We  take  up  at  this  time  the  request  for  the  1983 
fiscal  year  for  the  Social  Security  Administration. 

Mr.  Commissioner,  we  have  your  statement  which  we  will  insert 
in  the  record  in  its  entirety,  and  I  believe  you  want  to  highlight 
this  statement  for  us. 

Mr.  Svahn.  I  would  like  to  make  a  couple  of  comments,  Mr. 
Chairman. 

Mr.  Natcher.  Go  right  ahead. 

Mr.  Svahn.  Thank  you.  I  am  pleased  to  be  with  you  today  to 
present  the  fiscal  year  1983  budget  request  for  the  Social  Security 
Administration,  the  Office  of  Child  Support  Enforcement,  and  the 
Office  of  Refugee  Resettlement. 

As  you  have  indicated,  I  will  insert  my  prepared  statement  for 
the  record  and  just  highlight  a  couple  of  major  points  which  are  in 
it. 

I  would  just  like  to  say,  Mr.  Chairman,  that  I  can  understand 
your  concern  for  the  process  that  has  taken  place  over  the  past 
year.  I  have  been  through  about  five  or  six  budget  cycles  in  the 
State  of  California  and  three  budget  cycles  prior  to  this  term  in  the 
federal  service  in  the  Federal  Government,  and  at  least  three 
during  the  past  year.  I  have  to  say  that  I  found  it  to  be  an  extreme- 
ly confusing  process  and  I  am  trying  to  stay  on  top  of  it. 

All  three  of  our  accounts,  Social  Security,  Child  Support  Enforce- 
ment, and  Refugee  Resettlement  request  budget  authority  in  fiscal 
1983  totaling  $24.4  billion,  an  increase  of  $1.8  billion  over  fiscal 
year  1982.  Of  course  this  does  not  include  the  funds  that  are  used 
to  pay  benefits  from  the  Old  Age  and  Survivors  and  Disability  In- 
surance Trust  Funds  which  are  permanently  appropriated.  The  es- 
timated cost  for  these  benefits  in  1983  is  $167.3  billion. 
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CHANGES  IN  PRESENTATION  / 

I  would  just  like  to  point  out,  Mr.  Chairman,  before  we  go  to 
questions,  two  major  changes  in  the  presentation  of  Social  Securi- 
ty's fiscal  year  1983  budget  request. 

The  first  is  a  change  in  the  appropriations  structure.  We  are  re- 
questing a  separate  appropriation  for  the  Child  Support  Enforce- 
ment program.  This  was  previously  included  in  the  Assistance  Pay- 
ments appropriation. 

As  you  know,  the  office  itself  is  set  up  as  a  separate  entity  within 
the  Department  of  Health  and  Human  Services  and  is  not  part  of 
the  Social  Security  Administration. 

We  are  also  requesting  a  new  appropriation,  a  Combined  Welfare 
Administration  appropriation  which  would  provide  grants  to  states 
for  their  administrative  expenses  in  operating  the  AFDC,  Medicaid 
and  Food  Stamp  programs.  The  amount  requested  by  us,  which  re- 
lates to  AFDC,  previously  included  in  the  Assistance  Payments  ap- 
propriation, and  administrative  costs  for  the  Medicaid  program  will 
be  combined  with  the  amount  relating  to  the  Food  Stamp  program, 
which  is  being  requested  by  the  Department  of  Agriculture. 

The  Assistance  Payments,  Child  Support  Enforcement,  SSI  and 
LAE  appropriations  request  reflect  the  impact  of  proposed  legisla- 
tion. It  took  me  a  little  while  to  figure  out  how  that  works.  I  think 
I  understand  it  now.  I  assume  we  will  get  to  that  later.  The  pur- 
pose of  this  presentation,  required  by  OMB,  is  to  represent  accu- 
rately the  Administration's  request  where  the  request  differs  from 
present  law. 

ADMINISTRATIVE  RESOURCES 

I  think,  Mr.  Chairman,  that  our  request  for  Social  Security  and 
for  the  Office  of  Child  Support  Enforcement  administrative  re- 
sources for  both  fiscal  year  1982  and  fiscal  year  1983  will  be  suffi- 
cient to  carry  out  our  major  initiatives  which  include  cost-saving 
initiatives  in  OASI,  DI,  SSI,  Assistance  Payments,  and  Child  Sup- 
port Enforcement.  For  fiscal  year  1982,  that  of  course  does  include 
the  Administration's  request  for  the  $42.9  million  supplemental  in 
the  Limitation  on  Administrative  Expenses. 

That  request  at  the  present  time  is  important  in  a  couple  of 
areas.  Social  Security  in  almost  all  areas  has  a  very,  very  large 
backlog  and  that  backlog  relates  directly  to  providing  services  to 
beneficiaries.  We  are  working  diligently  to  eliminate  some  of  that 
backlog  in  two  primary  areas  which  are  affected  by  this  supple- 
mental request,  the  first  being  our  annual  recomputation  of  earn- 
ings which  we  have  not  done  for  earnings  in  years  since  1978. 

What  that  is  is  a  recomputation  of  benefits  based  on  earnings 
after  a  person  retires  and,  in  fact,  we  have  not  raised  persons' 
benefits  who  are  entitled  to  it  and  who  have  earned  it  and  who 
should  have  received  raised  benefits  since  1978.  We  had  planned  to 
do  at  least  two  years'  worth  of  recomputation  this  year  and  will 
again  have  to  defer  that  if  we  are  unable  to  get  the  suplemental. 

The  second  area  relates  to  the  other  side  of  the  recomputation 
problem.  That  is  the  enforcement  problem.  We  have  been  delin- 
quent in  doing  enforcement  runs  whereby  we  take  annual  wages 
that  are  reported  and  run  those  against  benefits  paid  in  order  to 
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determine  overpayments  and  thereby  establish  accounts  receivable 
and  collect  outstanding  debt.  Those  two  things  are  included  as 
items  that  would  have  to  suffer  should  we  not  get  the  supplemen- 
tal. 

SYSTEMS  MODERNIZATION 

Finally,  I  would  like  to  take  just  one  moment  to  mention  one  of 
my  major  initiatives,  and  I  consider  it  the  number  one  priority  of 
Social  Security  during  this  past  year  and  I  think  for  several  years 
to  come;  that  is  the  sad  state  of  affairs  that  Social  Security  data 
processing  systems  are  in.  We  have  allowed  the  data  processing 
systems  for  the  Social  Security  programs  to  deteriorate  over  the 
past  decade  to  the  point  where  just  getting  the  checks  out  right 
now  is  about  the  maximum  that  can  be  done  by  Social  Security. 

We  have  over  the  past  year  developed — I  believe  the  committee 
has  this — a  strategic  plan,  Mr.  Chairman,  for  the  next  five  years  to 
get  Social  Security  from  where  it  is  today,  which  is  basically  a 
state  of  survival  in  terms  of  data  processing,  up  to  an  up-to-date, 
modern  data  processing  system  which  can  effectively  provide  the 
services  necessary  to  the  public. 

That  is  all  the  introduction  I  have,  Mr.  Chairman.  I  would  be 
glad  to  answer  any  questions. 

[Formal  statement  of  Mr.  Svahn  follows:] 
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Name : 
Position: 

Former 
Positions : 


Education: 


Awards : 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Social  Security  Administration 
and 

Office  of  Child  Support  Enforcement 


JOHN  A.  SVAHN 

Commissioner  of  the  Social  Security 
Administration,  and  Director  of  the  Office 
of  Child  Support  Enforcement,  Department  of 
Health  and  Human  Services  since  March  3,  1981. 


Private  Consultant  on  management  problems  and 
public  policy  since  1979.    Manager,  Government 
Services  for  Deloitte  Haskins  and  Sells,  Certi- 
fied Public  Accountants  and  Management  Consultants 
1976-1979. 

Administrator,  U.S.  Social  and  Rehabilitation 
Service,  and  Director,  U.S.  Office  of  Child 
Support  Enforcement,  1975-1976. 

Deputy  Administrator,  U.S.  Social  and 
Rehabilitation  Service  1974-1975. 

Commissioner,  Assistance  Payments  Administration, 
1973-1974. 

Acting  Commissioner,  Community  Services 
Administration,  1973-1974. 

Consultant  to  the  Executive  Office  of  the 
President,  Office  of  Management  and  Budget, 
1972-1973. 

Director,  Department  of  Social  Welfare,  State 
of  California,  1971-1973. 

Military  Service,  U.S.  Air  Force,  1966-1968. 

University  of  Washington,  B.A.  -  Political  Science 
1966. 

University  of  the  Pacific,  McGeorge  School  of  Law, 
1969-1973. 

Georgetown  University,  School  of  Law,  1973-1974. 

H.E.W.  Secretary's  Special  Citation. 

Commendation  from  the  National  Welfare  Fraud 
Association. 

H.E.W.  -  Administrator's  Award  of  Achievement. 
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Wests  Publishing  Award — Most  Outstanding 
Contribution  to  Legal  Scholarship. 

Personal  Data;     Born  in  New  London,  Connecticut,  on  May  13,  1943. 
Married,  two  children. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Commissioner  of  Social  Security 
and  Director  of  the  Office  of  Child  Support  Enforcement 

on 

FY  1983  Appropriation  Requests 


Mr.  Chairman  and  members  of  the  Committee,  I  am  pleased  to  be  with 
you  today  to  present  the  FY  1983  budget  requests  for  the  Social 
Security  Administration,  the  Office  of  Child  Support  Enforcement  and 
the  Office  of  Refugee  Resettlement.     These  requests  total 
$24.4  billion  in  budget  authority,  an  increase  of  $1.8  billion  over 
FY  1982. 

Summary  of  1983  Budget  Requests  before  the  Committee 

I  would  like  to  summarize  for  you  the  FY  1983  requests  before  your 
Committee  that  require  appropriations  action. 

—  $855.2  million  for  Payments  to  Social  Security  Trust 
Funds.  Through  this  account  the  trust  funds  are  reimbursed 
for  the  costs  of  certain  benefits  and  administrative 
expenses  chargeable  to  Federal  funds,  such  as  benefits  paid 
as  a  result  of  granting  noncontributory  credit  for  military 
service  performed  prior  to  the  coverage  of  the  armed  forces 
under  Social  Security. 

—  $1.1  billion  for  Special  Benefits  for  Disabled  Coal 
Miners.     These  funds  cover  benefit  payments  and 
administrative  expenses  for  that  portion  of  the  black  lung 
benefit  program  still  administered  by  SSA. 

—  $8.9  billion  for  the  Supplemental  Security  Income  Program. 
This  request  includes  SSI  benefits  and  reimbursement  to  the 
Social  Security  trust  funds  for  the  administrative  costs  of 
the  SSI  program. 

—  $6.3  billion  for  the  Assistance  Payments  Program.  This 
appropriation  includes  the  Federal  share  of  the  benefit 
costs  of  the  Aid  to  Families  with  Dependent  Children  program 
and  funds  for  Federal  policy  direction,  technical  assistance 
and  guidance  in  the  administration  of  the  AFDC  program. 

—  $284.9  million  for  the  Child  Support  Enforcement  Program. 
This  is  a  new  appropriation  to  separate  the  child  support 
enforcement  activities  previously  included  as  part  of  the 
assistance  payments  appropriation.  It  provides  funds  for 
Federal  and  State  and  local  administration  of  the  program  to 
enforce  the  support  obligations  owed  by  absent  parents  to 
their  children. 
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—  $1.7  billion  for  the  new  appropriation,  Combined  Welfare 
Administration.     This  appropriation  is  to  provide  grants  to 
the  States  for  their  administrative  expenses  in  operating 
the  AFDC,  Medicaid  and  food  stamp  programs.     The  amount 
requested  by  SSA  includes  only  the  administrative  costs 
related  to  the  AFDC  and  Medicaid  programs.     A  separate 
appropriation  of  $526  million  for  the  administrative  costs 
of  the  food  stamp  program  is  being  requested  by  the 
Department  of  Agriculture  for  a  total  of  $2.2  billion. 

—  $1.3  billion  for  Energy  and  Emergency  Assistance.  This 
provides  funds  for  grants  to  States,  Indian  tribes,  Puerto 
Rico  and  the  territories  for  energy  assistance  to  low  income 
households,  and  also  for  emergency  income  maintenance  and 
related  needs.     Federal  administrative  costs  for  these 
programs  are  included  in  the  appropriation  request. 

—  $532.2  million  for  Refugee  and  Entrant  Assistance.  The 
Refugee  Assistance  program  reimburses  States  for  the  costs 
of  providing  direct  cash  and  medical  assistance  to  needy 
refugees  as  well  as  English  language  training,  vocational 
training  and  other  social  services,  for  the  purpose  of 
assimilating  refugees  into  American  society  as  quickly  and 
effectively  as  possible.     The  Cuban-Haitian  Entrant  program 
reimburses  States  for  the  cost  of  assistance  provided  to 
certain  Cuban  and  Haitian  arrivals  in  the  United  States. 
Entrant  assistance  is  comparable  to  that  provided  to 
refugees,  and  it  is  based  on  the  provisions  of  title  V  of 
the  Refugee  Education  Assistance  Act  of  1980.  This 
appropriation  request  for  FY  1983  assumes  congressional 
reauthorization  of  the  Refugee  Act  of  1980  which  expires  at 
the  end  of  FY  1982. 

—  $3.4  billion  for  the  Limitation  on  Administrative 
Expenses.     This  request  provides  the  funds  needed  to 
administer  the  old-age  and  survivors  and  disability 
insurance  trust  fund  programs.     It  also  includes  funds  to 
cover  certain  administrative  costs  of  the  Medicare  program 
and  administrative  funds  for  the  Supplemental  Security 
Income  Program,  and  several  smaller  programs.     The  trust 
funds  are  reimbursed  for  the  administrative  costs  of  the  SSI 
and  other  non-trust  fund  programs  through  appropriations  to 
other  accounts. 

Social  Security  Financing 

Funds  to  pay  benefits  from  the  old-age  and  survivors  insurance  and 
disability  insurance  trust  funds  are  permanently  appropriated  and 
therefore  are  not  part  of  the  budget  requests  which  I  am  here  today 
to  present.     To  put  the  Social  Security  system  back  on  sound 
financial  footing  and  restore  public  confidence  in  it,   the  President 
has  established  the  National  Commission  on  Social  Security  Reform. 
The  Commission  will  prepare  and  submit  to  the  President  by 
December  31,   1982  legislative  recommendations  to  ensure  the  current 
and  long-term  solvency  of  the  Social  Security  trust  funds. 
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Proposed  Legislation  Included  in  Budget  Estimates 

I  also  want  to  point  out  that  the  Assistance  Payments  Program,  Child 
Support  Enforcement  Program,  Supplemental  Security  Income  Program 
and  Limitiation  on  Administrative  Expenses  budget  requests  reflect 
the  impact  of  proposed  legislation.     The  purpose  of  this 
presentation  is  to  represent  accurately  the  Administration's  request 
for  these  programs  where  that  request  differs  from  present  law. 

Agency  Initiatives 

Now  I  would  like  to  report  briefly  on  some  of  the  initiatives  I  have 
undertaken  during  my  brief,  one-year  stewardship  of  this  Agency: 

—  Debt  Collection;     We  have  implemented  an  action  plan  to  do  a 
better  job  of  collecting  benefit  overpayments  and  other 
debts  owed  the  trust  fund  and  Federal  funds.     The  new 
initiative  is  expected  to  save  about  $500  million  in  FY  1983 
over  the  level  of  collections  that  would  be  produced  in 

FY  1983  under  the  debt  collection  policy  that  was  in  effect 
in  FY  1981 . 

—  Disability  Program:     We  are  implementing  the  Social  Security 
Disability  Amendments  of  1980  by  tightening  up  the  "front 
end"  of  the  disability  process  through  pre-ef f ectuation 
review  of  a  percentage  of  disability  allowances,  and  by  more 
closely  monitoring  continuing  eligibility  through  periodic 
review  of  disability  beneficiaries  on  the  rolls.     These  two 
activities  are  estimated  to  save  about  $822  million  in 
benefit  dollars  in  FY  1983  that  otherwise  would  be  paid  to 
people  not  eligible  under  the  law. 

—  Systems :     Since  assuming  office  as  Commissioner  of  the 
Social  Security  Administration,   improving  SSA's  automatic 
data  processing  systems  has  been  my  number  one 
administrative  priority.     I  recently  released  a 
comprehensive  five-year  systems  modernization  plan  to  deal 
with  the  Agency's  serious  systems  problems.     The  FY  1983 
budget  request  for  the  Limitation  on  Administrative  Expenses 
includes  $143  million  for  ADP  and  telecommunications 
equipment,   supplies  and  contractual  services — an  increase  of 
$19  million  over  the  level  budgeted  for  FY  1982.  These 
estimates  were  prepared  before  the  plan  was  developed. 

—  Field  Space:     The  Social  Security  Administration,  the 
Department  of  Health  and  Human  Services  and  the  General 
Services  Administration  are  working  together  in  special 
teams  to  clear  up  SSA's  pending  backlog  of  field  space 
requests  by  October  1,   1982  and  to  fulfill  new  requests  for 
space  within  190  to  265  days  so  that  such  a  backlog  will  not 
develop  again.     The  number  of  pending  requests  for  improved 
or  expansion  space  dropped  by  51   (from  493  to  442)  during 
the  period  October  through  December  1981. 
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—  Implementation  of  the  Omnibus  Budget  Reconciliation  Act  of 
1981 ;     Implementation  of  the  major  OASI,  DI,  and  SSI 
provisions  of  the  law  is  on  schedule,  and  the  budget 
includes  benefit  savings  of  about  $2.6  billion  dollars  in 
FY  1983  as  a  result  of  them.     The  OASDI  provision  producing 
the  greatest  savings  in  FY  1983  is  the  phase-out  of 
postsecondary  students  benefits,  which  we  estimate  will  save 
about  $1.5  billion  in  that  year  alone.     The  budget  also 
includes  benefit  savings  of  about  $1.2  billion  dollars  in 
FY  1983  as  a  result  of  the  AFDC  and  child  support 
enforcement  provisions  of  this  legislation.     Most  of  these 
savings  result  from  provisions  which  change  the  way  that 
income  is  counted  for  purposes  of  determining  AFDC 
eligibility  and  calculating  AFDC  benefits. 

Administrative  Resources  Budgeted 

Finally  I  want  to  tell  you  about  the  level  of  administrative 
resources  we  need  to  carry  out  the  Agency's  major  initiatives. 

The  President's  requests  for  the  Limitation  on  Administrative 
Expenses  for  FY  1982  and  FY  1983  include  sufficient  resources  to 
carry  out  the  initiatives,  such  as  debt  collection  and  reform  of  the 
disability  programs,  planned  for  the  OASI,  DI  and  SSI  programs. 
This  includes  a  supplemental  appropriation  request  for  $42.9  million 
in  FY  1982.     Likewise  our  administrative  budget  requests  for  the 
AFDC  and  Child  Support  Enforcement  Programs  contain  the  resources  we 
need  to  carry  out  program  cost-savings  initiatives,  such  as  those 
contained  in  the  Omnibus  Budget  Reconciliation  Act  of  1981. 
However,  in  order  to  provide  necessary  Federal  administrative 
resources  in  FY  1982  to  promote  State  progress  in  implementing  cost- 
savings  initiatives,  we  are  requesting  reprogramming  of  about  $7 
million  from  AFDC  benefit  payments  to  Federal  administration. 

I  request  your  assistance  in  obtaining  congressional  approval  for 
FY  1982  of  the  reprogramming  request  in  the  assistance  payments 
account  and  the  supplemental  request  for  the  Limitation  on 
Administrative  Expenses  account  to  ensure  that  the  Agency  has 
sufficient  administrative  resources  to  carry  out  initiatives  to  save 
program  dollars  in  both  FY  1982  and  FY  1983. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Commissioner  of  Social  Security 
on 

Payments  to  Social  Security  Trust  Funds 

The  first  appropriation  request  totals  $855,213,000  and  covers  three 
Federal  fund  payments  to  the  Social  Security  trust  funds.  The 
payments  are  necessary  to  make  the  trust  funds  whole  for  the  cost  of 
certain  benefits,  or  administrative  expenses,  borne  by  the  trust 
funds  initially  but  ultimately  chargeable  to  Federal  funds.  The 
three  payments  cover  the  following: 

1 .  Reimbursement  to  the  OASI  and  DI  trust  funds  for  the  costs  of 
benefits  paid  as  a  result  of  granting  Social  Security  credits 
for  certain  earnings  from  military  service  on  which  servicemen 
were  not  required  to  pay  Social  Security  taxes. 

2.  Reimbursement  to  the  OASI  trust  fund  for  benefits  paid  to 
certain  elderly  persons  aged  72  or  older  who  did  not  have  a 
chance  to  work  long  enough  under  Social  Security  to  become 
insured,  but  were  allowed  special  benefits. 

3.  Reimbursement  to  the  OASI  trust  fund  for  the  administrative 
costs  incurred  by  the  Social  Security  Administration  in 
maintaining  records  of  the  vested  pension  rights  of  individuals 
in  private  pension  plans  and  in  advising  these  individuals  of 
these  rights. 

In  all  three  cases  the  reimbursement  is  necessary  to  insure  that  the 
trust  funds,  built  up  by  the  Social  Security  taxes  paid  by  workers 
and  employers,  are  not  reduced  for  benefits  to  the  uninsured  or  by 
administrative  expenses  not  applicable  to  Social  Security  programs. 

Military  Service  Credits 

The  first  of  the  three  payments  is  a  reimbursement  of  $715,807,000 
to  the  Old-Age  and  Survivors  Insurance  and  Disability  Insurance 
Trust  Funds  for  non-contributory  military  service  credits.  It 
includes  a  $617,000,000  annual  installment  related  to  military 
service  during  World  War  II  and  prior  to  1957  when  servicemen  began 
receiving  regular  coverage  under  Social  Security. 

The  remaining  $98,807,000  is  for  estimated  benefit  payments  based  on 
non-contributory  credits  for  wages-in-kind — such  as  food,  shelter 
and  medical  services — which  have  been  granted  to  members  of  the 
Armed  Forces  since  1957. 

Special  Payments  to  Certain  Uninsured  Elderly  Persons 

The  second  payment  of  $138,662,0  00  is  to  reimburse  the  Old-Age  and 
Survivors  Insurance  Trust  Fund  for  special  benefits  paid  during  FY 
1981  to  certain  uninsured  persons  aged  72  years  and  over.  These 
persons,  a  declining  population,  were  not  eligible  for  regular 
monthly  Social  Security  benefits  primarily  because  they  retired 
before  enactment  of  Social  Security  legislation  or  before  their 
occupation  was  covered  under  Social  Security. 
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As  of  September  30,   1981,  77,000  persons  were  receiving  benefits 
chargeable  to  the  general  funds  under  this  provision  as  compared  to 
94,000  a  year  earlier.     Benefit  payments  are  currently  $117,000  for 
an  individual  and  $58.50  for  an  eligible  spouse.     These  benefits  are 
expected  to  increase  to  $126.00  and  $63.00  respectively  in  June  1982 
based  on  the  projected  increase  of  8.1  percent  in  the  automatic 
cost-of-living  adjustment.     In  June  1983  the  comparable  benefits  are 
expected  to  increase  to  $134.00  and  $67.00  respectively  based  on  a 
6.5  percent  automatic  adjustment. 

Reimbursement  for  Pension  Reform  Administrative  Cost 

The  third  payment  of  $744,000  is  to  reimburse  the  Old-Age  and 
Survivors  Insurance  Trust  Fund  for  the  Federal  funds  share  of  the 
cost  of  administering  pension  reform  responsibilities  assigned  to 
the  Social  Security  Administration  under  Public  Law  93-406,  the 
Pension  Reform  Act.     The  reimbursement  is  for  the  cost  of  furnishing 
information  on  deferred  vested  pension  rights  to  pension  plan 
participants  or  their  survivors. 

Explanation  of  Change  for  FY  1983  Request 

The  total  request  for  FY  1983  is  $10,515,000  more  than  the  FY  1982 
appropriation.     This  amount  is  the  net  result  of  an  increase  in  the 
payments  of  military  service  credits  partially  offset  by  decreases 
in  special  payments  for  certain  uninsured  persons  and  pension 
reform. 

The  amount  requested  for  non-contributory  military  service  credits 
is  $13,264,000  higher  than  the  FY  1982  level.     This  increase  is  due 
to  a  larger  number  of  beneficiaries  and  higher  benefit  amounts 
relating  to  post-1956  military  wage  credits.     The  annual  installment 
for  pre-1957  service  credits  remains  unchanged. 

The  special  payments  for  certain  uninsured  persons  and  pension 
reform  requests  account  for  decreases -of  $1  ,745,000  and  $1  ,004,000 
respectively.     The  population  receiving  special  payments  is  a  closed 
group  of  very  aged,  uninsured  persons  and,  thus,  becomes  smaller 
every  year.     The  reimbursement  for  pension  reform  administrative 
costs  have  been  reestimated  to  reflect  workloads  that  have  been 
smaller  than  expected. 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Commissioner  of  Social  Security 
on 

Special  Benefits  for  Disabled  Coal  Miners 

This  appropriation  request  for  Special  Benefits  for  Disabled  Coal 
Miners  totals  $1,102,000,000  and  is  financed  from  general 
revenues.     It  includes  $1,095,000,000  for  benefit  payments  and 
$7,000,000  for  administrative  costs.     It  does  not  include 
reimbursable  work  done  for  the  Department  of  Labor,  which  is 
budgeted  for  by  that  agency. 
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Program  Authorization 

The  Black  Lung  program  is  authorized  by  title  IV  of  the  Federal  Mine 
Safety  and  Health  Act  of  1977,  which  provides  for  payment  of  monthly 
cash  benefits  to  coal  miners  who  are  totally  disabled  because  of 
pneumoconiosis,  commonly  referred  to  as  black  lung  disease,  and  to 
widows  of  miners  who  were  entitled  to  these  benefits  or  whose  deaths 
were  due  to  this  disease.     Payments  to  miners  or  widows  are 
increased  for  dependents — -a  spouse  or  child.     Benefits  also  are 
payable  to  surviving  children  of  miners  and  in  certain  circumstances 
to  totally  dependent  surviving  parents,  brothers,  and  sisters. 

Responsibility  for  Administration 

The  Social  Security  Administration  is  responsible  for  processing  and 
paying  claims  for  miners'  benefits  filed  from  December  30,  1969, 
through  June  30,   1973,  and  claims  for  survivor  benefits  filed 
through  December  31,  1973,  or  within  6  months  after  the  death  of  a 
miner  or  widow  already  on  the  beneficiary  vroll  maintained  by  SSA. 
SSA  must  continue  to  pay  benefits  and  to  maintain  the  beneficiary 
roll  for  the  lifetime  of  all  persons  who  filed  with  SSA  during  its 
jurisdiction. 

Since  June  30,   1973,  SSA  has  continued  to  take  miners'  claims,  but 
as  an  agent  of  the  Department  of  Labor,  which  is  responsible  for 
adjudication  and  payment  of  these  claims,  and  thus  budgets  to 
reimburse  SSA  for  this  work. 

The  beneficiary  roll  for  which  SSA  has  responsibility  will  continue 
to  decline  gradually  in  years  to  come.     At  the  mid-point  of  fiscal 
year  1983,  355,000  miners,  widows,  and  dependents  will  be  receiving 
monthly  benefits  paid  by  the  Social  Security  Administration  from 
this  appropriation.     This  is  a  decrease  of  19,000  from  the  374,000 
beneficiaries  who  will  be  receiving  payments  at  the  mid-point  of 
fiscal  year  1982. 

1983  Request 

We  expect  benefit  payment  obligations  to  be  $1,095,000,000  in  1983 — 
$2,535,000  more  than  in  1982.     The  budget  projects  a  5.0  percent 
benefit  increase  effective  October  1982,  which  will  raise  benefit 
payments  by  $48,535,000.     This  increase  is  partially  offset  by  a 
reduction  of  $45,000,000  for  the  decreasing  number  of  black  lung 
beneficiaries,  and  by  $1,000,000  because  the  number  of  black  lung 
claims  with  retroactive  payments  is  dropping  off,  as  cases  under 
appeal  are  settled. 

Our  budget  request  of  $7,000,000  for  1983  black  lung  administrative 
expenses  is  $700,000  higher  than  the  level  estimated  for  FY  1982. 
This  is  due  in  part  to  a  5.0  percent  Federal  pay  increase  assumed  to 
be  effective  in  October  1982,  at  an  estimated  cost  of  $300,000. 

The  remaining  increase — $400,000 — has  been  budgeted  in  anticipation 
of  costs  associated  with  carrying  out  SSA's  corrective  action  plan 
to  purge  the  benefit  rolls  of  ineligible  beneficiaries.     As  the 
Secretary  previously  advised  the  Committee  in  his  letter  of 
December  1,   1981,  a  recent  cross-check  which  matched  social  security 
records  against  the  Black  Lung  beneficiary  rolls  indicated  that 
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Black  Lung  benefit  checks  were  being  sent  inadvertently  to  a  number 
of  recipients  who  had  died  or  who  had  become  ineligible  due  to 
divorce.     I  consider  it  a  high  priority  for  SSA  to  carry  out  a 
rigorous  plan  of  corrective  action  to  identify  ineligibles  and  purge 
them  from  the  rolls,  in  order  to  prevent  future  incorrect  payments, 
as  well  as  to  proceed  where  possible  to  recover  incorrect  payments 
which  already  have  been  made. 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Commissioner  of  Social  Security 
on 

Supplemental  Security  Income  Program 


The  Supplemental  Security  Income  (SSI)  appropriation  provides  funds 
through  direct  cash  assistance  to  eligible  aged,  blind  and  disabled 
recipients  to  help  finance  their  basic  needs.     The  appropriation 
request  for  FY  1983  is  $8,919,495,000.     This  includes  $8,012,471,000 
for  Federal  benefits  to  aged,  blind  and  disabled  recipients; 
$15,962,000  for  hold-harmless  payments;   $4,616,000  for  beneficiary 
rehabilitation  services;   $863,709,0  00  for  administrative  costs; 
$20,737,000  for  reimbursing  States  for  incorrect  State  supplementary 
payments  made  as  a  result  of  Federal  errors;  and  $2,000,000  for  SSI 
demonstration  projects. 

The  appropriation  request  for  FY  1983  reflects  projected  savings  of 
$334,000,000  from  new  legislation:     the  SSI  entitlement  reforms 
proposed  by  the  President.     These  reforms,  which  require  action  by 
substantive  committees  of  Congress,  provide  for  the  proration  of  the 
first  month's  SSI  benefit  based  upon  the  date  of  application;  the 
rounding  of  the  SSI  payment  standard  and  benefit  amount  to  the  next 
lower  dollar;  a  change  in  the  definition  of  permanent  disability  to 
a  prognosis  of  at  least  24  months  of  disability  and  a  preponderance 
of  medical  rather  than  other  factors;  the  elimination  of  the  $20 
disregard  for  new  recipients;  and  the  recovery  of  SSI  overpayments 
to  individuals  from  available  Social  Security  benefits. 

Federal  Benefit  Payments 

The  SSI  program  ensures  a  minimum  monthly  level  of  income  to 
eligible  aged,  blind  and  disabled  individuals.     An  individual's 
income,  resources  and  living  arrangements  are  evaluated  to  determine 
the  actual  amount  of  SSI  payment.     Payments  are  delivered  through 
monthly  benefit  checks. 

The  FY  1983  request  for  Federal  benefit  payments  is  $8,012,471,000 
or  $1,041,471,000  higher  than  the  FY  1982  level.     This  increase 
includes  $645,000,000  for  the  October  1,   1983  payment  which,  since 
it  falls  on  a  Saturday  when  banks  are  closed,  will  by  law  have  to  be 
made  in  FY  1983,  rather  than  in  FY  1984.     The  result  is  that  FY  1983 
will  include  payments  for  13  months  and  FY  1984  will  only  include  11 
payments.     A  variety  of  other  factors  account  for  the  increase  over 
the  FY  1982  level.     The  main  factor  is  the  yearly  automatic  cost-of- 


546 


living  adjustment  (COLA).     Under  present  law,  the  maximum  monthly 
SSI  payments  are  projected  to  increase  automatically  by  8.1  percent 
in  July  1982  and  6.5  percent  in  July  1983.     This  will  raise  the 
monthly  maximum  for  July  1983  to  $304.90  for  an  individual  and 
$457.10  for  a  couple  in  comparison  with  a  monthly  maximum  in 
July  1981  of  $264.70  for  an  individual  and  $397.00  for  a  couple. 

in  FY  1982  the  estimated  average  payment  (the  maximum  payment 
adjusted  for  an  individual's  income  and  living  arrangements)  is 
$119.33  for  an  aged  individual  and  $193.10  for  a  blind  or  disabled 
individual.     These  are  projected  to  increase  in  FY  1983  to  $138*48 
and  $226.51  respectively,  due  primarily  to  the  COLA. 

The  increases  would  be  higher  except  for  the  following  factors: 

— SSA's  initiatives  to  improve  payment  accuracy  by  locating  and 
terminating  ineligible  recipients  and  correcting  payments  to 
eligible  recipients.     A  number  of  initiatives  are  in  place  or 
planned  to  improve  the  quality  of  disability  determinations, 
insure  stricter  development,   identify  error  prone  cases  and  verify 
entitlement  through  special  validations  against  records  of 
financial  institutions  and  other  Federal  and  State  programs. 

—Increases  in  Social  Security  benefits  due  to  COLA  reduce  average 
SSI  payments.     Roughly  half  of  the  SSI  recipient  population  also 
receive  title  II  benefit  payments,  and  their  SSI  benefits  must  be 
reduced  as  their  income  from  other  sources  increases. 

Hold-Harmless  Payments  to  States 

The  hold-harmless  provision,  included  in  the  original  SSI 
legislation  (P.L.  92-603),  provided  for  the  Federal  Government  to 
assume  liability  for  certain  State  supplementation  payments  made  to 
raise  the  total  assistance  up  to  the  level  received  by  the 
recipients  prior  to  the  SSI  program.     This  provision  was  intended  as 
a  means  of  limiting  a  State's  supplementary  payment  costs  in  the 
event  that  large  numbers  of  new  recipients  were  brought  on  to  the 
rolls  by  the  transition  to  SSI.     All  States  but  three  (Wisconsin, 
Massachusetts  and  Hawaii)  lost  their  eligiblity  for  this  program 
because  their  costs  for  supplementary  payments  subject  to  hold- 
harmless  protection  diminished  as  a  result  of  the  rising  Federal 
benefit  level.     However,   in  1976  an  amendment  (P.L.  94-585)  to  the 
original  legislation  provided  for  disregarding  increases  in  Federal 
SSI  payments  in  computing  payments  protected  by  the  hold-harmless 
provision.     By  this  means  a  transitional  program  was  turned  into  an 
open-ended  one  for  a  few  States. 

In  FY  1983  the  Administration  proposes  to  continue  the  phase-out  of 
hold-harmless  payments  by  means  of  the  SSI  appropriation  language 
which  was  agreed  to  by  Congress  in  its  action  on  the  third 
Continuing  Resolution  for  FY  1982.     Substantive  legislation  also  is 
being  proposed.     The  phase-out  is  based  on  60  percent  of  costs  under 
the  current  legislation  in  FY  1982,  40  percent  of  such  costs  in 
FY  1983,  20  percent  of  these  costs  in  FY  1984  and  the  complete 
phase-out  of  the  program  in  FY  1985.     We  anticipate  that  two  States 
will  still  qualify  for  this  program  in  FY  1982  and  FY  1983 — 
Wisconsin  and  Hawaii.     Of  the  total  appropriation  request  in 
FY  1983,  99.8  percent  is  for  Wisconsin. 
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Beneficiary  Rehabilitation  Services 

As  a  result  of  the  Omnibus  Budget  Reconciliation  Act  of  1981,  SSA 
will  provide  funds  only  to  reimburse  vocational  rehabilitation 
agencies  for  costs  incurred  in  successfully  rehabilitating  SSI 
recipients.     It  is  anticipated  that  State  vocational  rehabilitation 
agencies  will  take  on  fewer  difficult  cases  because  of  the 
restrictive  definition  of  success  and  the  likelihood  that 
reimbursement  will  be  less  certain.     Based  on  this  change  in  law,  we 
estimate  that  $3,000,000  will  be  required  for  vocational 
rehabilitation  in  FY  1983.     In  addition,  we  are  requesting 
$1,616,000  for  the  referral  and  monitoring  of  SSI  recipients  who  are 
drug  addicts  and  alcoholics — the  same  level  of  funding  provided  for 
this  activity  in  FY  1982. 

Payments  to  Trust  Funds  for  Administrative  Costs 

The  SSI  and  Social  Security  programs  are  administered  on  an 
integrated  basis  for  purposes  of  economy  and  efficiency.     The  Social 
Security  Act  authorizes  advances  from  the  Social  Security  trust 
funds  to  pay  the  administrative  costs  of  the  SSI  program  through  the 
Limitation  on  Administrative  Expenses.     The  advances  are  fully 
repaid  from  the  SSI  appropriation.     SSA  maintains  a  detailed  cost 
allocation  system  which  has  been  audited  by  the  General  Accounting 
Office  to  ensure  that  the  trust  funds  are  made  whole  (with  interest, 
if  appropriate)  for  the  administrative  expenses  of  the  SSI 
program.     The  FY  1983  request  for  this  activity  is  $863,709,000 
which  represents  a  $98,829,000  increase  over  FY  1982. 

Federal  Fiscal  Liability 

The  Social  Security  Administration  administers  supplemental  payments 
for  26  States  and  the  District  of  Columbia.     Agreements  with  the 
States  governing  Federal  administration  of  these  State  supplementary 
payments  provide  for  Federal  fiscal  liability  (FFL)  for  payment 
errors  in  excess  of  a  4  percent  tolerance.     The  FY  1983  budget 
assumes  that  we  will  be  able  to  continue  to  carry  over  any 
unobligated  balances  of  FFL  budget  authority,  with  these  balances 
remaining  available  exclusively  for  FFL.     Experience  has  shown  that 
the  timing  of  FFL  settlements  is  difficult  to  predict  since  they  are 
dependent  on  negotiated  settlements  with  States.     Therefore,  the 
carry-over  is  necessary.     We  expect  an  unobligated  balance  of  prior 
year  budget  authority  of  $6,483,000  to  be  available  in  FY  1983  in 
addition  to  the  $20,737,000  new  budget  authority  that  we  are 
requesting.     The  total  of  $27,220,000  will  be  used  to  cover 
settlements  for  the  period  October  198 1 -September  1982.     We  expect 
to  obligate  $45,551,000  in  FY  1982  for  all  settlement  periods  prior 
to  October  1981. 

Demonstration  Projects 

The  Social  Security  Disability  Amendments  of  1980  (P.L.  96-265) 
authorize  waiver  of  certain  provisions  of  the  Social  Security  Act  in 
order  to  conduct  demonstration  projects  likely  to  assist  in 
promoting  the  objectives  or  facilitating  the  administration  of  the 
SSI  program.     We  are  requesting  $2,000,000  in  FY  1983,  our  first 
request  under  this  authority,  in  order  to  carry  out  such 
demonstration  projects  which  will  assist  the  SSI  program.  The 
demonstration  projects  being  considered  would  provide  an  evaluation 
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of  monthly  reporting  and  other  factors  critical  to  computing  SSI 
benefits  on  a  monthly  basis,  provide  the  information  needed  to 
properly  evaluate  current  alcoholic  and  drug  addiction  programs  in 
order  to  determine  the  best  approach  in  preventing  the  onset  of 
irreversible  medical  conditions  which  may  result  in  permanent 
disability,  and  to  determine  the  best  methods  by  which  mentally 
retarded  recipients  can  make  the  transition  to  work.     The  major 
objective  of  these  demonstration  projects  is  to  find  ways  to  use 
scarce  program  and  administrative  dollars  more  effectively. 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Commissioner  of  Social  Security 
on 

Assistance  Payments 


This  appropriation  finances  the  Assistance  Payments  program  which 
provides  funds  through  grants  to  States  and  local  governments  for 
diverse  activities  related  to  public  assistance  to  the  needy. 
Although  the  Social  Security  Administration  is  responsible  for  the 
programs  covered  by  this  appropriation,  no  trust  fund  money  is  used 
for  assistance  payments  purposes.     For  fiscal  year  1983  the 
Assistance  Payments  request,  which  includes  assumed  savings  from 
proposed  legislation,   is  $6,305,976,000.     The  total  appropriation 
for  FY  1983  is  the  sum  of  the  regular  appropriation  requested  at 
this  time  ($4,518,635,000)  and  the  advance  appropriation  for  the 
first  quarter  of  FY  1983  previously  enacted  ($1,787,341,000).  The 
total  request  includes  $5.42  billion  for  maintenance  assistance, 
which  includes  Aid  to  Families  with  Dependent  Children  and  related 
programs;   $2.95  million  for  research  and  evaluation;  $32  million  for 
Federal  administrative  expenses;  $728.7  million  to  replace  funds 
borrowed  from  fiscal  year  1983  to  cover  the  funding  shortfall  in 
fiscal  year  1982;  and  $123.5  million  to  be  transferred  from  the 
FY  1983  advance  appropriation  already  approved  to  the  new  separate 
child  support  enforcement  appropriation. 

At  this  time,  we  are  also  requesting  an  advance  appropriation  of 
$1,327,203,000,  which  includes  assumed  savings  from  proposed 
legislation,  to  fund  first  quarter  FY  1984  grants.     This  advance 
appropriation  is  the  mechanism,  which  replaced  "borrowing" 
authority,  for  providing  funds  to  the  current  year  for  issuing  first 
quarter  advance  grants  for  the  next  fiscal  year.     The  mechanism 
protects  the  States  from  gaps  in  funding  and  enables  them  to  plan  in 
advance  for  first  quarter  operations. 

Several  major  changes  in  the  method  of  presenting  the  budget  may 
cause  some  difficulty  in  understanding  the  year-to-year  change  in 
the  Assistance  Payments  appropriation.     First,  these  requests 
include  three  major  changes  in  appropriation  structure  that  affect 
Assistance  Payments: 

—We  want  to  move  Child  Support  Enforcement  program  costs — -including 
State  and  local  administration,  research  and  evaluation,  and 
Federal  administration- — to  a  new  separate  appropriation.  Child 
support  collections,  however,  would  remain  in  Assistance  Payments 
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as  an  offset  to  AFDC  benefits.     The  purpose  of  these  changes  is  to 
give  recognition  to  the  independent  status  of  the  Office  of  Child 
Support  Enforcement.     The  discussion  of  year-to-year  changes  in 
child  support  costs  is  in  the  Child  Support  Enforcement  statement. 

— We  want  to  move  costs  for  State  and  local  administration  and 
training  for  the  maintenance  assistance  activities  in  the 
50  States  and  the  District  of  Columbia  to  a  Combined  Welfare 
Administration  account  which  will  also  fund  the  State  and  local 
administrative  costs  of  the  Medicaid  and  food  stamps  programs. 
The  purposes  of  this  change  are  better  control  of  State  and  local 
administrative  costs  and  increased  flexibility  to  the  States.  The 
transfer  of  these  activities  reduces  the  Assistance  Payments 
request  by  $901,094,000  from  the  FY  1982  level. 

— We  want  to  move  the  Emergency  Assistance  program  and  consolidate 
it  with  the  Low  Income  Home  Energy  Assistance  program  in  a  new 
Energy  and  Emergency  Assistance  account.     The  purpose  of  the 
consolidation  is  to  increase  cost  effectiveness  and  eliminate 
duplicative  administrative  mechanisms.     This  change  results  in  a 
$60,700,000  decrease  from  the  FY  1982  level  for  Assistance 
Payments. 

Second,  the  FY  1982  and  1983  estimates  shown  in  the  1983  budget 
include  savings  from  legislation  proposed  for  enactment  in 
FY  1982.     The  savings  assumed  in  the  estimates  are  $166  million  in 
FY  1982  and  $1,095  million  in  FY  1983. 

After  taking  into  account  the  proposed  changes  in  appropriations 
structure  and  excluding  the  impact  of  the  new  legislation  included 
in  the  estimates,  the  total  Assistance  Payments  appropriation 
request  for  1983  is  about  $321  million  less  than  the  1982  level  for 
the  same  activities. 

Maintenance  Assistance 

The  fiscal  year  1983  request  for  the  Federal  share  for  the 
maintenance  assistance  activities,  which  remain  after  the  structural 
changes  just  mentioned,   is  $5,418,867,000.     The  request  includes: 

— $5,397,000,000  for  Aid  to  Families  with  Dependent  Children 

(including  a  reduction  for  offsetting  child  support  collections  of 
$353,000,000) . 

— $13,350,000  for  assistance  to  aged,  blind  and  disabled  adults  in 
Puerto  Rico,  Guam  and  the  Virgin  Islands;  the  Supplemental 
Security  Income  program  does  not  cover  these  jurisdictions. 

— $6,716,000  for  administration  and  training  costs  in  Puerto  Rico, 
Guam  and  the  Virgin  Islands.  The  costs  for  these  activities  in  the 
three  jurisdictions  were  excluded  from  the  transfer  of  State  and 
local  administration  and  training  to  the  Combined  Welfare 
Administration  account. 

— $1,801,000  for  assistance  to  repatriated  U.S.  Nationals  returning 
from  foreign  countries  who  have  been  certified  by  the  Department 
of  State  as  destitute  or  ill. 
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The  1983  request  for  these  maintenance  assistance  activities  is 
$1,252,542,000  lower  than  the  1982  level  for  the  same  activities. 
This  decrease  is  the  net  result  of  several  factors  of  decrease  and 
increase,  but  the  major  change  is  a  decrease  of  $1,253,000,000  in 
AFDC  benefits.     Significant  decreases  in  the  Federal  share  of  AFDC 
benefits  result  from  the  following  factors: 

— A  decrease  of  $384  million  from  the  1982  level  as  a  result  of 
greater  savings  from  the  AFDC  provisions  in  the  Omnibus  Budget 
Reconciliation  Act  of  1981.     The  decrease  results  primarily  from 
the  effect  of  full-year  savings  for  the  mandatory  provisions  and 
increased  State  participation  in  the  optional  provisions  in  1983. 

—A  decrease  of  $929  million  from  the  1982  level  as  a  result  of 
savings  from  legislation  proposed  for  enactment  in  FY  1982.  The 
proposals,  which  require  action  by  the  legislative  committees,  are 
designed  to  strengthen  AFDC  employment  incentives,  determine  AFDC 
benefits  by  including  in  the  applicant's  income  those  resources 
which  are  often  available  to  an  AFDC  family  but  have  not  been 
counted  previously,  eliminate  program  overlaps  and  simplify 
program  administration,  and  encourage  States  to  run  the  AFDC 
program  more  efficiently  by  phasing  in  full  State  fiscal 
responsibility  for  erroneous  AFDC  payments  beginning  with 
3  percent  in  FY  1983  and  reaching  zero  percent  by  FY  1986. 

— Savings  of  $31  million  resulting  from  a  projected  reduction  in 
States'  payment  error  rates  from  7.3  percent  in  FY  1982  to  6.8 
percent  in  FY  1983. 

— Savings  of  $93  million  for  imposition  of  fiscal  sanctions,  under 
present  law,  for  projection  of  error  rates  which  exceed  the  Michel 
Amendment  error  rate  targets  in  the  FY  1982  reporting  periods. 
The  budget  projection  of  the  sanction  amounts  is  based  on  national 
average  error  rate  trends,  not  on  projections  of  specific  State 
error  rates. 

The  major  increases  in  AFDC  benefits,  which  total  $190  million, 
result  from  economic  and  demographic  factors  including:     an  increase 
in  average  benefits,  due  to  both  inflation  and  increases  in  State 
standards  of  need;  an  increase  in  the  number  of  families  headed  by 
females,  the  major  source  for  the  AFDC  caseload;  and  an  offsetting 
decrease  in  the  unemployment  rate. 

Research  and  Evaluation 

We  are  requesting  $2,950,000  for  research  and  evaluation  grants  and 
contracts  under  sections  1110  and  1115  of  the  Social  Security  Act  to 
finance  experimental  projects  to  evaluate  the  best  techniques  for 
achieving  successful  community  work  experience  (workfare)  programs, 
develop  better  ways  to  detect  incorrect  welfare  payments,  and 
improve  the  management  and  effectiveness  of  State  welfare  programs. 

Of  these  funds,  $375,000  will  be  used  to  continue  certain  research 
projects  and  $2,575,000  will  be  used  to  fund  new  projects.     Most  of 
the  money  is  for  research  and  demonstration  projects  related  to  the 
AFDC  program,  but  some  of  the  funds  are  used  for  Social  Security  and 
SSI  extramural  research  grants  and  contracts. 
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Federal  Administrative  Expenses 

In  1982,  a  reprogramming  of  $4,813,000  has  been  proposed  primarily 
to  provide  this  account  with  the  Federal  administrative  resources 
necessary  to  achieve  as  much  of  the  savings  as  possible  from  the 
provisions  of  the  Omnibus  Budget  Reconciliation  Act  of  1981.  In 
1982  after  reprogramming,  this  account  will  have  $30,813,000  and 
757  full-time  permanent  positions. 

The  1983  request  includes  $32,000,000,  an  increase  of  $1,187,000 
over  the  1982  level  after  reprogramming,  and  757  full-time  permanent 
positions,  the  same  number  as  in  1982  after  reprogramming.  The 
increase  of  $1,187,000  is  necessary  to  cover  mandatory  costs  such  as 
the  costs  of  the  full-year  effect  of  the  October  1981  pay  raise, 
wi thin-grade  raises  and  promotions.     The  1983  request  provides  the 
resources  necessary  to  continue  the  efforts,  at  the  1982  level,  to 
achieve  the  Reconciliation  Act  savings. 

Funding  of  FY  1982  Shortfall 

The  1983  request  includes  $728,659,000  to  replace  funds  borrowed 
from  FY  1983  to  cover  a  funding  shortfall  in  FY  1982.     This  amount 
is  already  net  of  $201,000,000  in  assumed  savings  from  legislative 
proposals  that  have  a  FY  1982  impact.     Without  the  enactment  of 
those  proposals  the  shortfall  borrowing  would  be  $929,659,000.  The 
shortfall  in  FY  1982  results  from  changes  in  several  factors 
including  higher-than-projected  unemployment  levels  and  increases  in 
inflation,  a  higher-than-anticipated  number  of  families  headed  by 
females,  and  lower-than-estimated  savings  in  1982  from  the  Omnibus 
Budget  Reconciliation  Act  of  1981. 

Child  Support  Enforcement 

Although  a  separate  appropriation  has  been  requested  in  FY  1983  for 
child  support  enforcement,  the  FY  1983  advance  appropriation  for 
Assistance  Payments  contained  $123,500,000  for  child  support  State 
and  local  administrative  costs  for  the  first  quarter  of  FY  1983. 
These  funds  will  be  transferred  to  the  new  appropriation  for  use  in 
FY  1983.     The  separate  child  support  appropriation  request  for 
FY  1983  was  reduced  by  $123,500,000  to  reflect  the  transfer  from 
this  Assistance  Payments  appropriation. 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Commissioner  of  Social  Security 
and  Director  of  the  Office  of  Child  Support  Enforcement 

on 

Child  Support  Enforcement 


We  are  proposing  a  new  appropriation  to  fund  the  Child  Support 
Enforcement  Program  activities  previously  contained  in  the 
Assistance  Payments  Program.     A  separate  appropriation  is  being 
proposed  in  recognition  that  the  Office  of  Child  Support  Enforcement 
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(OCSE)  is  an  independent  agency  and  not  part  of  the  Social  Security 
Administration.     The  new  appropriation  would  provide  funds  through 
grants  to  States  to  enable  them  to  assist  families  by  locating 
absent  parents ,  establishing  paternity,  obtaining  child  support 
orders  and  enforcing  the  support  obligations  owed  by  absent  parents 
to  their  children.     The  Federal  matching  share  of  State  and  local 
administrative  costs,  Federal  administrative  costs,  and  research  and 
evaluation  funds  applicable  to  child  support  enforcement  will  be 
included  in  this  new  appropriation.     Child  support  enforcement 
collections  related  to  the  AFDC  program  will  continue  to  appear  in 
the  Assistance  Payments  Program  account  as  an  offset  to  AFDC  benefit 
costs.     The  FY  1983  budget  request  is  for  $284,877,000.  However, 
last  year  Congress  appropriated  $123,500,000  for  the  Child  Support 
Enforcement  Program  as  part  of  the  FY  1983  first  quarter  advance 
appropriation  for  the  Assistance  Payments  Program.     Therefore,  the 
total  1983  appropriation  for  child  support  is  $408,377,000.  This 
includes  $387  million  for  the  Federal  share  of  State  and  local 
administrative  costs,  $20.9  million  for  Federal  administrative 
expenses  and  $450,000  for  research  and  evaluation. 

Advance  Appropriation 

At  this  time  we  also  are  requesting  an  advance  appropriation  of 
$112,500,000  to  fund  first  quarter  FY  1984  grants.     Consistent  with 
the  approach  adopted  last  year  in  the  Assistance  Payments  Program 
appropriation,  the  advance  appropriation  will  provide  funds  in 
FY  1983  for  issuing  first  quarter  advance  grants  for  the  first 
quarter  of  FY  1984.     Such  a  procedure  enables  States  to  continue 
program  operations  without  interruption  and  to  plan  in  advance. 

Proposed  Legislation 

As  in  all  other  accounts  in  the  President's  FY  1983  budget,  the 
appropriation  request  for  FY  1983  reflects  projected  savings  from 
new  legislation  ($145  million  for  this  account).     The  proposed 
reforms,  which  require  action  by  legislative  committees  of  Congress, 
will  strengthen  the  child  support  program  by  relating  program 
financing  more  directly  to  performance,  stimulating  increased 
collections,  and  improve  cost  effectiveness,  and  recovering  costs 
incurred  in  the  provision  of  child  support  services  to  families  not 
receiving  AFDC  benefits.     The  request  for  the  FY  1984  advance 
appropriation  reflects  savings  of  $37,750,000  from  these  legislative 
proposals. 

State  and  Local  Administrative  Costs 

The  FY  1983  request  for  the  Federal  share  of  State  and  local 
administrative  activities  ($387  million)  is  a  $68  million  decrease 
from  the  FY  1982  level.     This  decrease  is  contingent  upon 
congressional  passage  of  the  President's  proposed  child  support 
legislation  which  is  projected  to  save  $145  million  in  the  Federal 
share  of  State  and  local  administrative  costs  in  FY  1983 
($35  million  in  FY  1982).     Without  enactment  of  these  proposals,  the 
Federal  share  of  these  costs  will  increase  by  $42  million  over 
FY  1982.     This  increase  reflects  the  increased  caseload  for  both 
AFDC  and  non-AFDC  cases,  and  the  higher  costs  per  case  due  to 
inflation. 
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Research  and  Evaluation 


We  are  requesting  $450,0  00  for  research  and  evaluation  grants  and 
contracts  under  section  1110  of  the  Social  Security  Act.  These 
funds  will  be  used  primarily  to  analyze  and  evaluate  new 
administrative  techniques  to  increase  the  number  of  cases  where  full 
and  regular  child  support  collections  are  received. 

Federal  Administrative  Expenses 

In  FY  1982  a  reprogramming  of  $2,427,000  has  been  proposed  primarily 
to  provide  this  account  with  the  Federal  administrative  resources 
necessary  to  achieve  as  much  of  the  savings  as  possible  from  the 
provisions  of  the  Omnibus  Budget  Reconciliation  Act  of  1981 .     In  FY 
1982  after  reprogramming,  this  account  will  have  $19,927,000  and 
359  full-time  permanent  positions. 

The  FY  1983  request  includes  $19,927,000,  an  increase  of  $1,000,000 
over  the  FY  1982  level  after  reprogramming,  and  359  full-time 
permanent  positions,  the  same  number  as  in  FY  1982  after 
reprogramming,  to  enable  the  Office  of  Child  Support  Enforcement  to 
provide  policy  direction,  technical  assistance  and  guidance  to  State 
and  local  child  support  enforcement  programs  in  addition  to  its 
monitoring  and  grants  management  functions.     The  increase  of 
$1,000,000  is  necessary  to  cover  mandatory  costs  such  as  the  costs 
of  the  full-year  effect  of  the  October  1981  pay  raise,  within-grade 
raises  and  promotions.     The  FY  1983  request  provides  the  resources 
necessary  to  continue  the  efforts,-  at  the  FY  1982  level,  to  achieve 
the  Reconciliation  Act  savings. 

The  Office  of  Child  Support  Enforcement  also  performs  reimbursable 
work  ($550,000  and  2  work-years)  for  the  States.     This  activity  is 
authorized  by  the  Federal  Parent  Kidnapping  Act  of  1980  (P.L.  96- 
211)  which  allows  use  of  the  Federal  Parent  Locator  Service  to 
locate  parents  with  custody  of  a  child  in  violation  of  a  court 
order. 


DEPARTMENT  OF   HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Commissioner  of  Social  Security 
on 

Combined  Welfare  Administration 


The  Combined  Welfare  Administration  Appropriation  is  to  provide 
funds  through  block  grants  to  the  States  for  State  and  local 
administrative  costs  of  the  food  stamps,  Medicaid  and  AFDC 
programs.     These  amounts  will  be  provided  in  a  single  payment  and 
will  be  capped  at  95  percent  of  the  Federal  share  of  ongoing  FY  1982 
administrative  expenses  for  these  programs.     For  FY  1983  the  SSA 
request  for  this  account,  which  covers  only  the  State  and  local 
administrative  costs  of  the  AFDC  and  Medicaid  programs,  is  for 
$1,655,000,000.     In  addition,  $526,000,000  will  be  requested  by  the 
Department  of  Agriculture  for  food  stamp  administration — for  total 
budget  authority  of  $2,181,000,000. 
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The  new  account  will  combine  functions  previously  funded  from  three 
separate  appropriations:     the  State  administration  activity  of  the 
Food  Stamp  Program  appropriation;  the  State  and  local  administration 
activity  of  the  Grants  to  States  for  Medicaid  appropriation;  and  the 
State  and  local  administration  and  training  activities  of  the 
Assistance  Payments  Program  appropriation.     State  and  local 
administrative  expense  activities,  which  are  now  open-ended  matching 
programs,  will  be  capped  in  a  single  payment  with  no  State  match' 
required.     Many  Federal  administrative  requirements  will  be  reduced 
or  eliminated  to  give  States  added  flexibility.     By  receiving 
greater  responsibility  for  running  these  programs,  States  will  have 
the  opportunity  to  design  more  efficient  mechanisms  that  best  serve 
beneficiaries  and  hold  down  administrative  costs. 

Some  categories  of  State  and  local  administrative  expenses,  such  as 
food  stamp  antifraud  and  antiabuse  activities,  have  been  matched  at 
a  higher  rate  by  the  Federal  Government.     The  Federal  Government 
will  continue  to  match,  from  other  appropriations,  those  fraud  and 
abuse  activities  on  an  open-ended  basis.     This  reflects  the  high 
priority  given  these  programs.     Also,  this  new  combined  welfare 
administrative  appropriation  does  not  include  funds  for  the 
administrative  and  training  costs  for  welfare  programs  in 
Puerto  Rico,  Guam,  and  the  Virgin  Islands.     These  costs  will 
continue  to  be  funded  from  the  respective  appropriations. 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Commissioner  of  Social  Security 
on 

Energy  and  Emergency  Assistance 


At  present,  States  through  two  separate  grant  programs  administered 
by  the  Office  of  Family  Assistance  in  SSA,  assist  low  income 
households  with  high  home  energy  costs,  or  households  in  need  of 
emergency  financial  aid  or  other  crisis  support.     For  FY  1983  a  new 
appropriation  is  proposed  to  consolidate  energy  and  emergency 
assistance  activities  under  one  program.     The  FY  1983  budget  request 
is  for  $1.3  billion  for  this  purpose.     This  includes  $1,297,800,000 
for  grants  to  States  and  $2,200,000  for  Federal  administrative 
expenses. 

The  proposed  energy  and  emergency  block  grant  will  provide  the 
States  with  increased  flexibility  to  meet  the  needs  of  their 
citizens.     The  new  block  grant  will  enable  States  to  provide 
financial  assistance  for  energy  needs  to  low  income  households  as 
well  as  emergency  medical  care,   social  services  and  other  forms  of 
emergency  assistance.     Previously  emergency  assistance  activities 
were  provided  to  States  through  categorical  grants  in  the  Assistance 
Payments  Program  account.     Not  all  States  took  advantage  of  the 
emergency  assistance  grants  because  of  red  tape  and  matching 
requirements.     Under  the  new  energy  and  emergency  block  grants, 
restrictive  Federal  regulations  and  requirements  will  be  reduced 
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significantly.     This  new  approach  will  eliminate  overlapping 
planning,  administrative  and  reporting  procedures.     Federal  budget 
savings  will  result  since  the  emergency  assistance  activities  will 
be  funded  at  a  reduced  level. 

The  FY  1983  request  includes  $2,200,000  and  40  work-years  for 
Federal  administrative  costs.     This  is  a  27  percent  reduction  from 
the  1982  level  in  administrative  costs  and  assumes  passage  of 
proposed  legislation  designed  to  further  simplify  the  program  and 
reduce  the  level  of  Federal  involvement.     The  need  for  Federal 
technical  assistance  is  also  expected  to  be  less  due  to  the  nature 
of  the  new  program. 

The  legislative  proposals  which  the  Administration  is  developing 
will  futher  simplify  the  program  and  increase  State  flexibility  in 
addition  to  combining  energy  and  emergency  assistance  activities. 
Proposals  are  being  developed  which  will  remove  many  of  the  Federal 
requirements  which  currently  restrict  the  States'  abilities  to 
determine  the  particular  needs  of  their  jurisdictions.  These 
proposals  are  currently  being  drafted  and  will  be  submitted  to  the 
legislative  committees. 

Finally  we  wish  to  report  to  the  Congress  that  the  Administration  is 
moving  rapidly  in  response  to  the  recently  enacted  $123,000,000 
emergency  energy  supplemental.     SSA  has  distributed  funds  to  all  the 
States  in  accordance  with  the  Congressional  direction  to  distribute 
the  funds  within  15  days  of  enactment. 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Statement  by  the  Commissioner  of  Social  Security 
on 

Limitation  on  Administrative  Expenses 


The  Limitation  on  Administrative  Expenses  is  a  request  for  authority 
to  spend  up  to  $3,408,451,000  from  the  trust  funds  for  the  FY  1983 
administrative  expenses  of  the  Social  Security  Administration. 

This  account  funds  administration  of  the  old-age  and  survivors  and 
disability  insurance  programs,  Medicare  work  performed  by  SSA,  and 
the  construction  needs  of  the  Social  Security  trust  fund  programs. 
In  addition,  because  SSA  administers  both  trust  fund  and  nontrust 
fund  programs  on  an  integrated  basis  for  purposes  of  economy  and 
efficiency,  the  law  authorizes  payment  of  certain  other 
administrative  expenses  from  this  account,  with  later  full 
reimbursement  from  general  funds.     The  nontrust  fund  work  handled  in 
this  way  includes  work  relating  to  the  Supplemental  Security  Income 
Program,  work  associated  with  the  Pension  Reform  Act  of  1974,  and 
the  portion  of  annual  wage  reporting  work  done  by  SSA  for  the 
benefit  of  the  Internal  Revenue  Service. 
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Of  the  new  budget  authority  requested: 

— $1.1  billion  is  for  administering  the  old-age  and  survivors 

insurance  program, 
--$1.2  billion  is  for  the  disability  insurance  program, 
— $124.9  million  is  for  SSA's  Medicare  support  functions, 
— $863.7  million  is  for  administering  the  SSI  program, 
— $64.3  million  is  for  processing  annual  reports  of  earnings, 
— $0.7  million  is  for  pension  reform  responsibilities, 
■ — $56.0  million  is  for  SSA's  construction  needs,  and 
— $50.0  million  is  for  the  contingency  reserve,  which  provides  funds 

to  SSA  only  if  workloads  and  certain  specified  costs  exceed  the 

budget  estimates. 

Budget  Emphases  for  FY  1982  and  FY  1983 

SSA' s  administrative  budget  request  reflects  three  general  areas  of 
emphasis  in  fiscal  years  1982  and  1983. 

1 .  Invest  Administrative  Resources  to  Save  Program  Dollars 

SSA's  budget  includes  initiatives  which  reflect  the  theme  of 
requesting  administrative  resources  where  there  is  good 
potential  for  greater  savings  in  program  dollars.     I  have 
emphasized  this  theme  in  my  general  opening  statement,  which 
covers  all  SSA  accounts  in  the  budget.     The  key  areas  are 
improved  administration  of  the  disability  program  (to  prevent 
erroneous  payments)  and  improved  debt  collection,  especially 
when  overpayments  of  benefits  occur.     The  administrative  budget 
request  for  these  disability  initiatives  totals  $177  million  in 
FY  1982  and  $295  million  in  FY  1983.     However,  we  estimate  that 
benefit  savings  of  $431  million  in  FY  1982  and  $822  million  in 
FY  1983  will  result.     SSA's  stepped-up  debt  collection 
initiative  is  expected  to  save  an  additional  $250  million  in  FY 
1982  and  $460  million  in  FY  1983  in  the  OASI,  DI  and  SSI 
programs . 

2 .  Reduce  Work  of  Lesser  Priority 

Another  key  theme  of  this  budget  request  is  to  reduce  resources 
for  non-essential  work  and  to  look  for  ways  to  save  work- 
years.     SSA's  budget  for  FY  1983  reflects  policy  changes  in  four 
areas  which  will  save  about  2,150  work-years  and  $56  million 
annually.     For  example  we  have  begun  to  defer  development  of 
nonmedical  factors  of  entitlement  in  disability  claims  until 
after  a  favorable  disability  decision  is  rendered.     This  will 
save  work-years  expended  unnecessarily  in  developing 
nondisability  factors  of  entitlement  in  claims  later  denied  for 
medical  reasons.     Also,  we  propose  to  maintain  pre-ef f ectuation 
review  of  disability  allowances  (authorized  by  the  1980 
Disability  Amendments)  at  35  percent  in  FY  1983  rather  than 
increase  to  65  percent  as  provided  in  the  law,  until  we  have  a 
better  idea  about  what  level  of  review  is  cost  effective. 
Legislation  or  appropriations  waiver  language  is  required  to 
maintain  35  percent  pre-ef f ectuation  review  in  FY  1983. 

The  FY  1983  budget  estimate  includes  additional  savings  of  $49.4 
million  related  to  reducing  certain  administrative  activities 
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which  we  believe  are  of  lesser  priority  and  should  be  curtailed 
in  order  to  conserve  scarce  administrative  resources.     We  also 
are  requesting  legislation  or  appropriations  waiver  language  to 
relieve  SSA  of  these  requirements  to: 

— provide  additional  data  to  "personalize"  disability  denial 
notices, 

--pay  for  claimants'  cost  of  medical  evidence  of  record  in 
support  of  their  disability  insurance  claims,  and 

— provide  the  free  service  to  the  legal  community  of  setting 
reasonable  attorney  fees  and  deducting  these  fees  from  benefit 
payments. 

In  addition  to  these  SSA-initiated  changes,  implementation  of 
the  OASDI  and  SSI  provisions  of  the  Omnibus  Budget 
Reconciliation  Act  of  1981  reduce  SSA' s  FY  1983  administrative 
budget  by  about  900  work-years  and  $13.7  million. 

3 .     Deal  with  Problem  Areas 

I  want  to  tell  you  how  this  budget  request  deals  with  two 
problem  areas: 

Systems:     I  recently  released  a  comprehensive  five-year  systems 
modernization  plan  to  deal  with  the  Agency's  serious  systems 
problems.     The  FY  1983  request  for  this  account  includes  $143 
million  for  ADP  and  telecommunications  expenses,  an  increase  of 
$19  million  over  the  level  budgeted  for  FY  1982  and  more  than 
double  the  amount  budgeted  for  FY  1981.     These  estimates  were 
prepared  before  the  plan  was  developed. 

Hearings  and  Appeals:     The  FY  1983  budget  for  SSA's  Office  of 
Hearings  and  Appeals  includes  resources  (1)  to  conduct  more 
hearings  by  administrative  law  judges  (ALJ's)  when  claimants 
appeal  and  (2)  to  improve  the  quality  and  consistency  of  the 
hearings  decisional  process.     Budget  assumptions  include  (1) 
increasing  the  corps  of  ALJ's  from  the  present  level  of  728  to 
about  800  and  (2)  increasing  ALJ  productivity  to  reduce  the 
backlog  through  increases  in  and  better  utilization  of  support 
staff,  increased  training  and  greater  use  of  word  processing 
equipment.     Pre-ef f ectuation  review  of  a  percentage  of  ALJ 
allowances,  as  required  by  the  1980  Disability  Amendments,  is 
aimed  at  improving  the  quality  and  consistency  of  ALJ  decisions. 

Workloads 

SSA  has  a  workload-based  administrative  budget,  whose  size  is 
determined  to  a  great  extent  by  workloads  generated  by  provisions  of 
the  law  and  demo-graphic  factors.     Some  examples  of  principal 
workloads  for  FY  1983  are  to: 

— process  over  3.2  million  claims  from  retired  workers,  dependents 

and  survivors;  and  more  than  1.3  million  SSI  claims.  . 
— keep  the  beneficiary  rolls  current  for  over  36.3  million  persons 

under  the  Social  Security  cash  benefit  programs  and  for  over  4.1 

million  SSI  recipients. 
— complete  more  than  3.4  million  redeterminations  for  SSI 

eligibility  and  payment  amount. 
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— process  more  than  480,000  hearings  and  appeals  from  claimants  who 
are  appealing  decisions  concerning  their  eligibility  and  benefits, 
primarily  in  the  disability  and  SSI  programs, 

—post  204  million  annual  wage  report  items. 

Employment  and  Overtime 

In  developing  its  administrative  budget,  SSA  first  arrives  at  the 
work-years  necessary  to  process  the  estimated  work  that  will  come  to 
the  Agency.     Work-year  requirements  are  met  from  three  sources:  (1) 
full-time  permanent  employment,   (2)  part-time  and  temporary 
employment  and  (3)  overtime. 

The  main  thrust  of  the  SSA  employment  request  is  to: 

— maintain  a  stable  permanent  work  force  to  handle  ongoing  work.  In 
1982  and  1983  the  full-time  permanent  employment  remains  level, 
with  an  estimated  74,129  positions  filled  at  the  end  of  1982  and 
74,142  at  the  end  of  1983. 

■ — provide  sufficient  temporary  employment  and  overtime  to  process 
one-time  work.     Our  request  for  1983  provides  for  8,029  part-time 
and  temporary  work-years — a  decrease  of  about  2,900  from  the  1982 
level.     A  large  increase  in  temporary  employment  is  provided  in 
1982  for  processing  certain  one-time  work.     The  budget  for  FY  1983 
contains  about  3,500  work-years  of  overtime,  or  about  4  percent  of 
total  Agency  work -years. 

— eliminate  non-essential  work  and  hold  down  actual  employment 
increases. 

Disability  State  Agencies 

In  1981  the  disability  State  agencies  spent  more  than  $434,000,000 
or  16.1  percent  of  our  administrative  budget.     The  1983  budget 
request  includes  $669,000,000  for  the  State  agencies,  or  20.3 
percent  of  our  administrative  budget.     The  major  reasons  that  the 
Disability  State  agencies  require  an  increasing  share  of  our 
administrative  budget  include: 

— continued  emphasis  on  payment  accuracy  and  overall  quality, 
consistency  and  validity  of  disability  determinations. 

— the  Disability  Amendments  of  1980.     In  1982  this  legislation  is 
expected  to  increase  State  agency  administrative  costs  by  more 
than  $103,000,000.     In  1983  State  agency  administrative  costs  will 
increase  by  another  $83,000,000  as  a  result  of  this  legislation. 
The  legislation  provides  for  a  Federal  review  of  State  agency 
determinations  in  Social  Security  disability  cases  before  the 
award  is  more  and  the  periodic  review  of  current  disability 
beneficiaries. 

— increased  consultative  examination  purchases.     The  consultative 
examination  rate — the  number  of  consultative  examination  purchased 
as  a  percent  of  total  number  of  claims  processed  by  the  State 
agencies — is  to  increase  from  36.9  percent  in  1981  to  39.8  percent 
in  1983. 
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PROGRAM  INFORMATION 

Mr.  Natcher.  Thank  you. 

Before  beginning,  Mr.  Commissioner,  we  would  like  for  you  to 
submit  a  series  of  tables  into  the  record  at  this  point.  They  should 
include  the  following: 

One,  total  number  of  beneficiaries  for  each  Social  Security  pro- 
gram over  the  last  five  years. 

[The  information  follows:] 

NUMBER  OF  BENEFICIARIES,  AVERAGE  FOR  FISCAL  YEAR 

[In  millions  of  dollars] 

Fiscal  year — 


1977       1978       1979       1980  1981 


Old-age  and  survivors  insurance                                                  28.5  29.3  29.9  30.5  31.2 

Disability  insurance                                                              4.7  4.9  4.9  4.8  4.7 

Supplemental  security  income  1                                                  4.2  4.2  4.2  4.2  4.1 

Aid  to  families  with  dependent  children                                          11.2  10.7  10.3  10.5  11.1 

Disabled  coal  miners  5  .5  .4  .4  .4 

1  Including  State  supplementation  only. 

Mr.  Natcher.  Number  two,  total  expenditures  and  average  level 
of  assistance  for  each  program  over  the  last  five  years. 
[The  information  follows:] 

SOCIAL  SECURITY  ADMINISTRATION/OFFICE  OF  CHILD  SUPPORT  ENFORCEMENT 

[In  thousands  of  dollars] 

Program  1977  1978  1979  1980  1981 

Expenditures,  1977-81  by  program: 
Trust  funds: 

OASI  :   $73,478,596  $81,205,455  $90,128,853  $103,227,267  $122,304,248 

Dl   11,589,730  12,655,285  13,944,024  15,331,828  17,280,271 

Total                                      85,068,326    93,860,740   104,072,877   118,559,095  139,584,519 

Federal  funds: 

SSI                                            5,297,173      5,854,560     5,471,126      6,411,486  7,191,506 

BL                                              956,025       982,230       989,387      1,031,670  1,090,493 

AP                                            6,293,387      6,639,462      6,610,490     7,308,358  8,503,122 

LIHEAP   1,734,353 

Average  levels  of  payment  end  of  calendar  year.- 

OASI  (all  retired  workers)   237.00  256.60  294.30  334.00  385.97 

Dl  (all  disabled  workers)   265.30  288.30  322.00  370.70  413.15 

SSI   107.02  112.21  120.04  127.34  146.80 

BL  (includes  benefits  for  wife  and  child)   316.90  337.80  368.70  425.10  413.10 

AP   78.57  83.58  87.12  89.86  1 99.00 

1  Estimate. 

Mr.  Natcher.  Mr.  Stephens  will  give  your  associates  these  differ- 
ent items  so  that  you  can  insert  them  in  the  record  for  us. 

Number  three,  federal  and  state  administrative  costs  in  each  pro- 
gram stated  in  actual  dollars  and  as  a  percent  of  benefit  payments. 

[The  information  follows:] 
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FEDERAL  AND  STATE  ADMINISTRATIVE  COSTS 

[Obligations  in  millions  of  dollars] 


Program 


1977 


Fiscal  year- 


1978 


1979 


1980 


1981 


Old-age  and  survivors  insurance: 

Federal  administrative  expenses  ..   $1,007.1 

Percent  of  benefits   1.4 

Disability  insurance: 

Federal  administrative  expenses   $328.2 

Percent  of  benefits   2.9 

Supplemental  security  income: 

Federal  administrative  expenses   $525.5 

Percent  of  benefits 1   8.7 

Maintenance  assistance: 

State  and  local  administration  and  training   $617.6 

Percent  of  benefits   11.0 

Disabled  coal  miners: 

Federal  administrative  expenses   $14.0 

Percent  of  benefits   1.5 


$1,082.1 
1.4 

$395.3 
2.9 

$578.3 
8.5 

$641.0 
10.8 

$9.4 
1.0 


$1,107.2 
1.3 

$375.3 
2.8 

$603.4 
9.1 

$690.1 
11.8 

$6.9 
.7 


$1,151.3 
1.1 

$330.5 
2.2 


$725.2 
11.7 

$5.4 
.5 


$1,343.7 
1.1 

$422.5 
2.5 


$658.4  $719. 


8.7 

$813.7 
10.6 

$6.0 
.5 


1  Includes  federally  administered  State  supplemental  benefits. 

Mr.  Natcher.  Four,  payment  error  rates  in  those  programs 
where  they  are  available  over  the  last  five  years. 
[The  information  follows:] 

PAYMENT  ERROR  RATES 

[In  percent] 


Aid  to  families  with  dependent 
children 


Old  definition 


New  definition : 


6-month  period  ending: 
December  1976 .. 

June  1977  

December  1977 .. 

June  1978  

September  1978 . 

March  1979  

September  1979 . 

March  1980  

September  1980 . 

March  1981  

September  1981 . 


8.5 
8.6 
8.7 
8.1 
7.1 
8.4 
7.6 
6.9 
6.6 
(2) 
(2) 


9.4 
10.4 
9.5 
8.3 
7.3 
(2) 
(2) 


1  The  old  definition  for  error  rates  excludes  errors  associated  with  new  AFDC  eligibility  requirements  associated  with  State  failure  to  properly  apply 
child  support  requirements  and  failure  to  obtain  social  security  numbers  for  AFDC  recipients.  The  new  requirements  were  included  in  the  error  rates 
starting  the  April-September  1978  period. 

2  Not  available. 


Supplemental 
security  income 


Old-age  and 
survivors 
insurance 


Disability 
insurance 


6-month  period  ending: 

March  1977                                                         .  6.3  I1)  (*) 

September  1977    5.2  (*)  (*) 

March  1978   4.6  f,1)  (») 

September  1978    4.6  (*)  i1) 

March  1979   5.0  0.21  f1) 

September  1979   4.9  .28  2  19.3 
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Supplemental  Disability 
security  income        insurance  Insurance 


March  1980   5.0  ('»)  (») 

September  1980    4.9  (*)  27.8 

March  1981   5.3             3.6  (*) 

September  1981   (*)  (*)  (*) 


1  Not  available. 

2  For  April  1979—1  month  only. 

3  Includes  0.3  percent  related  to  ongoing  benefit  payments;  and,  for  the  first  time,  includes  the  impact  of  the  annual  earnings  test  (0.3 
percent). 

Mr.  Natcher.  Five,  a  table  showing  for  each  year,  since  the  in- 
ception of  the  Social  Security  Retirement  Program  the  average  and 
maximum  tax  paid,  the  average  and  maximum  benefit  for  a  couple 
and  an  individual,  and  the  number  of  individuals  drawing  Title  II 
benefits. 

[The  information  follows:] 

SOCIAL  SECURITY  TAXES 


Tax  rate  employer/        Maximum  mop*       Maximum  annual  tax     Average  annual  tax, 
Year  employee,  each,  t„  'hu  8         employer/employee,  employer/employee, 

percent1  IaxaDle  each1  each 


1937. 
1938. 
1939. 
1940. 
1941. 
1942. 
1943. 
1944. 
1945. 
1946. 
1947. 
1948. 
1949. 
1950. 
1951. 
1952. 
1953. 
1954. 
1955. 
1956. 
1957. 
1958. 
1959. 
1960. 
1961. 
1962. 
1963. 
1964. 
1965. 
1966. 
1967. 
1968. 
1969. 
1970. 
1971. 
1972. 
1973. 
1974. 
1975. 
1976. 


1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.5 

1.5 

1.5 

1.5 

2.0 

2.0 

2.0 

2.25 

2.25 

2.5 

3.0 

3.0 

3.125 

3.625 

3.625 

3.625 

4.2 


4.8 

4.8 

5.2 

5.2 

5.85 

5.85 

5.85 

5.85 


$3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,000 
3,600 
3,600 
3,600 
3,600 
4,200 
4,200 
4,200 
4,200 
4,800 
4,800 
4,800 
4,800 
4,800 
4,800 
4,800 
6,600 
6,600 
7,800 
7,800 
7,800 
7,800 
9,000 
10,800 
13,200 
14,100 
15,300 


$30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
30.00 
45.00 
54.00 
54.00 
54.00 
72.00 
84.00 
84.00 
94.50 
94.50 
120.00 
144.00 
144.00 
150.00 
174.00 
174.00 
174.00 
277.20 
290.40 
343.20 
374.40 
374.40 
405.60 
468.00 
631.80 
772.20 
824.85 
895.05 


9.00 
8.33 
8.81 
9.32 
10.21 
11.42 
13.10 
13.92 
13.57 
14.15 
16.02 
17.16 
17.48 
27.18 
30.54 
32.39 
33.50 
44.12 
47.62 
50.50 
56.99 
58.28 
69.55 
84.45 
86.37 
90.78 
106.65 
110.67 
112.67 
152.17 
163.99 
181.54 
206.45 
211.58 
234.88 
257.71 
323.68 
361.47 
388.03 
419.56 
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Tax  rate  employer/        Maximum  waops       Maximum  annual  tax     Average  annual  tax, 
Year  employee,  each,  t' "Lu  g         employer/employee,  employer/employee, 

percent1  iaxaDie  each1  each 


1977   5.85  $16,500  $965.25  451.04 

1978   6.05  17,700  1,070.85  2  500.94 

1979   6.13  22,900  1,403.77   

1980   6.13  25,900  1,587.67   

1981   6.65  29,700  1,975.05  

1982   6.7  32,400  2,170.80   

1983   6.7  35,100  2,351.70  

1984   6.7  38,100  2,552.70   

1985   7.05  40,500  2,855.25   

1986   7.15  42,900  3,067.35   

1987   7.15  46,200  3,303.30   


1  Excludes  self-employment. 

2  Latest  data  available  because  of  change  to  annual  reporting  of  earnings. 


Average  monthly  retirement 
benefits  at  end  of  year 1 


Retired  worker  Couple 


Maximum  monthly  retirement 
benefits  at  end  of  year 1 2 


Retired  worker 3  Couple 


1940  

  22.10 

36.40 

41.20 

61.80 

1941  

  22.20 

36.30 

41.60 

62.40 

1942  

  22.50 

36.80 

42.00 

63.00 

1943  

  22.90 

37.50 

42.40 

63.60 

1944  

  23.00 

37.90 

42.80 

64.20 

1945  

  23.50 

38.50 

43.20 

64.80 

1946  

  23.90 

39.00 

43.60 

65.40 

1947  

  24.20 

39.60 

44.00 

66.00 

1948  

  24.60 

40.40 

44.40 

66.60 

1949  

  25.30 

41.40 

44.80 

67.20 

1950  

  42.20 

71.70 

45.20 

67.80 

1951  

  40.30 

70.20 

68.50 

102.70 

1952  

47.10 

81.60 

68.50 

102.70 

1953  

  48.80 

85.00 

85.00 

127.50 

1954  

  56.50 

99.10 

85.00 

127.50 

1955  

  59.10 

103.50 

98.50 

147.70 

1956  

  59.90 

105.90 

103.50 

155.20 

1957  

  60.90 

108.40 

108.50 

162.70 

1958  

  62.60 

111.20 

108.50 

162.70 

1959  

  68.70 

121.60 

116.00 

174.00 

1960  

  69.90 

123.90 

119.00 

178.50 

1961  

  71.90 

126.60 

120.00 

180.00 

1962  

  72.50 

127.90 

123.00 

184.50 

1963  

  73.20 

129.40 

125.00 

187.50 

1964  

  73.90 

130.70 

127.00 

190.50 

1965  

  80.10 

141.50 

135.90 

203.80 

1966  

  80.60 

142.50 

135.90 

203.80 

1967  

  81.70 

144.20 

140.00 

210.00 

1968  

  95.00 

166.30 

161.60 

242.40 

1969  

  96.60 

168.90 

167.30 

250.90 

1970  

  114.20 

198.90 

196.40 

294.60 

1971  

  127.40 

222.30 

220.40 

330.60 

1972  

  157.10 

272.50 

224.70 

337.00 

1973  

  161.60 

276.70 

276.40 

414.60 

1974  

  183.10 

312.30 

284.90 

427.30 

1975  

  20L60 

343.90 

333.70 

500.50 

1976  

  218.80 

373.60 

378.80 

568.20 

1977  

  237.00 

403.90 

422.40 

633.60 

1978  

  256.60 

437.20 

459.80 

689.70 

1979  

294.30 

489.01 

503.50 

755.10 
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Average  monthly  retirement  Maximum  monthly  retirement 

benefits  at  end  of  year 1  benefits  at  end  of  year 1 2 


Retired  worker        Couple       Retired  worker 3  Couple 


1980   341.40        568.01  572.00  858.00 

1981   386.00        643.00  677.00  1,015.50 


1  Prior  to  1940  benefits  were  not  paid  monthly. 

2  Assumes  retirement  (age  65)  at  beginning  of  year. 

3  For  1962-77,  maximum  benefits  for  men  and  women  were  different;  amount  shown  is  the  higher  (women's). 

Individuals  receiving  title  II  benefits  (monthly  benefits  in  current  pay  end  of 

calendar  year) 

Year  Beneficiaries 

1940   222,488 

1941   433,722 

1942   598,342 

1943   747,816 

1944   954,881 

1945   1,288,107 

1946   1,642,299 

1947   1,978,245 

1948   2,314,557 

1949   2,742,808 

1950   3,477,243 

1951   4,378,985 

1952   5,025,549 

1953   5,981,420 

1954   6,886,480 

1955   7,960,616 

1956   9,128,121 

1957   11,128,897 

1958   12,430,234 

1959   13,703,918 

1960   14,844,589 

1961   16,494,762 

1962   18,053,395 

1963   19,035,489 

1964   19,799,539 

1965   20,866,767 

1966   22,767,252 

1967   23,704,987 

1968   24,560,374 

1969   25,314,062 

1970   26,228,629 

1971   27,291,508 

1972   28,476,028 

1973   29,868,775 

1974   30,852,817 

1975   32,084,511 

1976   33,020,946 

1977   34,077,142 

1978   34,586,343 

1979   35,124,495 

1980   35,618,840 

1981   36,006,371 

Mr.  Natcher.  That  would  help  us,  Mr.  Commissioner.  We  would 
appreciate  it. 

STATUS  OF  TRUST  FUNDS 

Now,  first,  Mr.  Commissioner,  can  you  tell  us  the  fiscal  status  of 
each  of  the  Social  Security  Trust  Funds  at  the  current  time?  And 


564 


tell  us  the  number  of  trust  funds.  We  know,  we  would  like  it  in  the 
record. 

How  many  trust  funds  do  we  have? 

Mr.  Svahn.  There  are  four  trust  funds,  Mr.  Chairman,  two  of 
which  directly  affect  the  programs  administered  by  the  Social  Secu- 
rity Administration.  Those  two  are  the  Old  Age  and  Survivors  In- 
surance Trust  Fund  and  the  Disability  Insurance  Trust  Fund. 

The  other  two  trust  funds  relate  to  Medicare,  Part  A  and  Part  B. 
They  are  the  Hospital  Insurance  Trust  Fund  and  Supplemental 
Medical  Insurance  Fund,  which  is  part  B  of  Medicare.  As  you 
know,  those  are  administered  by  the  Health  Care  Financing  Ad- 
ministration. 

The  one  trust  fund  that  has  been  so  prominent  over  the  past 
year — and  I  guess  it  has  been  prominent  over  the  past  year  in  my 
mind,  but  I  understand  for  several  years  now  the  Congress  and  var- 
ious Administrations  have  been  quite  concerned  about  it — is  the 
Old  Age  and  Survivors  Insurance  Trust  Fund. 

In  a  nutshell,  there  has  been  an  awful  lot  of  misinformation  put 
out  over  the  past  year  about  the  solvency  or  insolvency  of  that 
trust  fund.  The  fact  of  the  matter  is  that  our  best  estimates  show 
that  beginning  in  October  of  1982,  in  October  of  this  year,  the 
funds  in  the  Old  Age  and  Survivors  Trust  Fund  would  have  been 
insufficient  to  pay  benefits  on  a  timely  basis.  That  is  October  of 
1982. 

Recognizing  this,  just  before  the  Christmas  recess,  the  Congress 
passed  and  the  President  signed  the  authority  to  allow  interfund 
borrowing.  That  would  be  borrowing  from  the  Disability  Insurance 
Trust  Fund  and  the  Hospital  Insurance  Trust  Fund  in  order  to 
allow  timely  payments  to  be  made  in  the  big  program,  Old  Age  and 
Survivors  Insurance. 

The  Disability  Insurance  Trust  Fund  from  an  actuarial  stand- 
point is  sound.  It  has  a  reasonable  reserve  ratio  in  it  and  is  project- 
ed to  maintain  that  reserve  ratio  as  far  as  we  project,  which  is  a 
period  of  75  years.  The  Hospital  Insurance  Trust  Fund,  on  the 
other  hand,  has  a  fairly  large  reserve  in  it  at  the  present  time,  but 
all  projections  would  indicate  that  that  reserve  will  be  eaten  up  by 
the  Part  A  Medicare  by  the  end  of  the  decade,  about  1990. 

The  authority  to  interfund  borrow  was  given  to  us  up  until 
December  31,  1982.  We  have  authority  under  the  Conference 
Report  to  borrow  for  no  more  than  six  months'  payments. 

MAKING  PAYMENTS  ON  A  TIMELY  BASIS 

So  under  the  best  of  circumstances,  the  managing  trustee,  the 
Secretary  of  the  Treasury,  may  borrow  before  December  31,  1982, 
enough  money  to  make  the  Retirement  and  Survivors  Insurance 
payments  on  a  timely  basis  through  June  of  1983,  at  which  time 
the  Disability  Insurance,  and  the  Hospital  Insurance  Trust  Fund 
will  be  somewhat  lower  and  the  Old  Age  and  Survivors  Insurance 
Trust  Fund  will  be  unable  to  pay  benefits  on  a  timely  basis. 

If  you  will  note,  I  said,  and  emphasize,  timely  basis.  It  does  not 
mean  that  we  are  broke.  It  means  we  would  have  a  very  significant 
cash  flow  problem. 
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What  we  would  do,  should  that  ever  come  to  pass,  and  I  am  not 
saying  it  will  by  any  stretch  of  the  imagination,  but  should  that 
come  to  pass,  what  we  would  do  would  be  to  hold  checks  and  wait 
until  revenues  came  in  in  order  to  allow  us  to  meet  the  obligation 
and  then  pay. 

So  perhaps  in  the  first  month  it  would  take  three  days  or  four 
days  and  the  Social  Security  checks  would  go  out  on  the  6th  or  7th 
of  the  month;  and  of  course  that  puts  you  seven  days  down  into  the 
next  month  and  you  are  constantly  falling  behind.  I  am  not  saying 
that  is  going  to  happen,  but  that  would  be  the  situation  theoretical- 
ly at  least. 

I  am  confident  that  the  National  Commission  on  Social  Security 
Reform,  which  has  bipartisan  membership — and  I  would  have  to 
say  that  all  points  of  view  are  represented  on  that  commission — 
will  be  able  to  structure  a  bipartisan  compromise  by  the  end  of  this 
year  and  we  will  have  some  action  that  will  obviate  the  necessity 
for  any  more  interfund  borrowing  than  we  have. 

I  might  also  add  that  if  we  extend  interfund  borrowing,  as  many 
people  say  we  should,  that  that  will  get  the  trust  funds,  all  3  of 
them,  into  1984.  At  such  time  then,  all  three  trust  funds  would  be 
depleted  and  we  would  again  face  the  proposition  of  having  mas- 
sive substantive  legislation  necessary. 

Mr.  Conte.  Will  you  yield  there? 

Mr.  Natcher.  I  am  going  to  yield  to  you  right  now,  Mr.  Conte. 
My  time  is  up.  You  go  right  ahead. 

TRUST  FUND  INCOME  AND  OUTGO 

Mr.  Conte.  How  much  money  is  coming  into  the  Old  Age  Survi- 
vors Trust  Fund  a  year  and  how  much  money  is  going  out. 

Mr.  Svahn.  To  tell  you  the  truth,  I  would  have  to  get  the 
number  on  a  yearly  basis,  Mr.  Conte,  but  I  can  tell  you  right  now 
that  in  the  Old  Age  and  Survivors  Trust  Fund  we  are  taking  in 
about  $18,000  a  minute  less  than  we  are  spending.  That  means  we 
are  spending  it  at  $18,000  a  minute  more  than  our  revenues  are 
producing. 

Mr.  Conte.  You  are  spending  $18,000  a  minute  more  than  

Mr.  Svahn.  More  than  we  take  in  in  that  fund,  yes. 
Mr.  Conte.  Yes. 

Mr.  Svahn.  In  fiscal  year  1982  we  will  take  in  about  $130  billion 
and  we  will  spend  $138  billion.  Now  that  is  the  crux  of  the  Social 
Security  financing  problem.  We  have  been  spending  more  money 
each  year  than  we  have  been  taking  in  since  about  1974  and  we 
have  totally  depleted  our  reserves  in  the  Trust  Fund. 

WELCOMING  REMARKS 

Mr.  Conte.  Before  asking  questions,  at  the  outset  I  want  to  wel- 
come you  to  the  committee  and  congratulate  you  on  your  assign- 
ment. I  know  with  your  background  you  will  do  a  very  good  job. 

I  do  not  know  if  you  have  had  the  opportunity  to  meet  my  good 
friend  down  there,  Sumner  Whittier;  have  you  met  him? 

Mr.  Svahn.  Yes. 

Mr.  Conte.  Sumner  and  I  served  together  in  the  Massachusetts 
Legislature,  he  was  once  the  Veterans  Administrator,  one  of  the 
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best  we  ever  had,  so  members  of  Congress  have  said.  He  has  been 
in  your  shop  for  a  long  time. 

PROPOSED  LEGISLATIVE  CHANGES  IN  CONTINUING  RESOLUTION 

Mr.  Conte.  Sir,  you  say  that — or  OMB  has  urged  the  Congress  I 
should  say,  in  December  when  we  were  putting  together  that  con- 
tinuing resolution,  to  make  four  legislative  changes  in  the  Social 
Security  program  in  order  to  achieve  the  $42.9  million  savings. 
Those  of  us  who  worked  on  that  continuing  resolution  did  not  feel 
the  appropriations  process  should  step  in  and  transgress  on  the 
toes  of  the  Ways  and  Means  Committee.  We  received  some  vibra- 
tions from  them  that  we  were  invading  their  turf.  So  we  did  not 
urge  the  Congress  to  make  the  legislative  changes. 

I  do  believe  this  committee  wants  Social  Security  to  operate  more 
effectively.  In  that  vein  I  am  sure  my  colleagues  and  I  will  careful- 
ly consider  your  supplemental  request.  I  felt  if  we  had  made  those 
administrative  changes  we  would  have  made  those  savings  at  that 
time. 

PAYMENTS  TO  TRUST  FUNDS 

I  see  that  of  $855  million  for  payments  to  the  Trust  Fund,  nearly 
$715  million  is  for  reimbursement  of  military  service;  how  many 
veterans  are  there,  survivors,  who  currently  fall  under  this 
provision? 

Mr.  Svahn.  I  believe  that  is  a  reimbursement  for  service  prior  to 
1957.  I  do  not  think  we  have  the  number. 
Mr.  Conte.  Get  that  for  the  record. 
Mr.  Svahn.  Yes,  we  can  get  that,  certainly. 
[The  information  follows:] 

Benefits  Computed  Using  Military  Service  Credits 

In  fiscal  year  1982  approximately  960,000  veterans  and  their  dependents  or  survi- 
vors are  receiving  payments  which  were  increased  by  the  inclusion  of  military  serv- 
ice credits  in  the  benefit  computation. 

Mr.  Conte.  The  remaining  $139  million  is  for  reimbursement  of 
the  trust  funds  for  benefits  payments  to  certain  uninsured  persons? 
Mr.  Svahn.  Yes,  sir. 

Mr.  Conte.  How  many  persons  are  receiving  benefits  under  this 
category  and  do  you  have  a  projection  for  the  year  in  which  there 
will  be  no  further  beneficiaries  under  this  program? 

Mr.  Svahn.  I  do  not  know  the  year  in  which  there  will  be  no  fur- 
ther beneficiaries,  but  there  are  about  77,000  persons  who  receive 
that  special  benefit.  That  was  basically  for  persons  who  did  not 
have  enough  time  to  work  under  Social  Security  prior  to  their  re- 
tirement. They  are  quite  elderly  and  of  course,  the  population  is 
decreasing  each  year.  But  we  do  receive  reimbursement  from  the 
general  fund  for  those  persons. 

BLACK  LUNG 

Mr.  Conte.  In  the  appropriations  for  the  black  lung  payments, 
you  are  seeking  authority  to  reimburse  claimants  for  travel  to 
medical  examinations,  for  travel  to  hearings,  for  witnesses.  Will 
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these  payments  play  an  important  role  in  your  ability  to  properly 
administer  this  program? 

Mr.  Svahn.  I  think  so,  Mr.  Conte.  Those  provisions  have  been  in 
the  appropriations  for  a  number  of  years.  They  have  worked  fairly 
effectively.  We  would  request  that  that  continue. 

I  think  to  place  the  burden  on  individuals,  not  to  provide  those 
moneys  for  those  purposes,  makes  processing  of  their  black  lung 
claims  extremely  difficult. 

Mr.  Conte.  You  are  also  seeking  authority  to  draw  down  funds 
from  a  succeeding  year's  appropriation  during  the  last  two  months 
of  the  fiscal  year.  Can  you  tell  us  why  you  are  seeking  that  author- 
ity? Is  it  not  possible  for  you  to  estimate  precisely  enough  the 
year's  costs  of  the  benefits? 

Mr.  Svahn.  Specifically  for  black  lung? 

Mr.  Conte.  Yes,  that  is  right. 

Mr.  Svahn.  We  are  doing  that  in  several  areas. 

Mr.  Conte.  You  are  doing  it  in  other  areas? 

Mr.  Svahn.  Yes,  we  have  requested  it  in  several  areas. 

Mr.  Conte.  Tell  us  about  it. 

Mr.  Svahn.  I  recall  last  time  I  was  with  the  Federal  Government 
back  in  1973-74,  I  recall  that  authority  was  there.  It  is  extremely 
difficult  when  you  are  estimating  so  closely,  to  estimate  the  fluctu- 
ations that  occur  in  some  of  these  programs,  particularly  needs- 
based  programs.  Rather  than  have  the  agency  come  back  in  for  a 
supplemental  right  at  the  end  of  the  year  and  have  to  go  through  a 
flurry  of  events,  I  recall  it  was  back  about  1972  when  Congress  first 
authorized  the  authority  to  borrow  out  of  the  future  year's  appro- 
priation. 

Also  Mr.  Montell  points  out  to  me,  he  is  absolutely  correct,  that 
the  automatic  benefit  increases  are  determined  after  the  budget  is 
put  together  so  that  may  have  an  impact  on  what  happens. 

Mr.  Conte.  Do  you  have  any  idea  of  the  estimates  of  numbers  of 
the  ineligibles  receiving  black  lung  benefits,  ineligibles? 

Mr.  Svahn.  Ineligible?  No,  I  do  not  offhand. 

Perhaps  while  I  am  commenting  on  it,  someone  can  take  a  look 
and  see  if  we  have  any  numbers  like  that.  We  have  of  course  a  sit- 
uation this  past  year  where  we  found  a  number  of  persons  who  are 
deceased  and  still  receiving  black  lung  benefits,  or  widows  who 
have  remarried  and  continue  to  receive  black  lung  benefits.  It  was 
a  fairly  small  number.  It  was  about  1200  persons  that  we  came  up 
with.  We  are  terminating  those  as  we  determine  they  are  no  longer 
eligible. 

Mr.  Conte.  Good. 

Mr.  Svahn.  But  I  do  not  have  statistics  on  ineligibility  in  black 
lung  with  me.  If  we  have  those,  I  would  be  glad  to  provide  them;  if 
they  do  not,  we  should  go  out  and  find  them. 

[The  information  follows:] 

Ineligible  Beneficiaries  on  the  Black  Lung  Rolls 

As  you  may  know,  the  Inspector  General  recently  found  about  1200  cases  involv- 
ing spouses  and  widows  who  may  not  be  entitled  to  benefits  due  to  divorce  or  death. 
We  have  completed  our  review  of  these  cases  and  found  that  383  cases  needed  action 
to  end  benefits  and  recover  overpayments.  The  remaining  cases  had  either  already 
been  terminated  or  were  properly  entitled  to  benefits.  In  addition  to  these,  we  are 
reviewing  other  beneficiary  categories  to  determine  if  ineligibles  exist.  Among  these 
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are  2,900  students  whose  entitlement  information  on  SSA's  payment  records  may  be 
incorrect  or  incomplete.  We  have  not  completed  our  review  of  these  cases. 

LOW-INCOME  ENERGY  ASSISTANCE  FUNDING  REDUCTION 

Mr.  Conte.  Let  me  ask  you  a  few  questions  on  low-income  energy 
assistance.  Your  budget  for  the  energy  and  emergency  assistance 
proposes  to  lump  together  the  Low  Income  Energy  Assistance  pro- 
gram and  the  Energy  and  Emergency  Assistance  activities  at  a 
level  of  $1.3  billion.  Can  you  tell  us  something  about  this  reduc- 
tion? 

Mr.  Svahn.  Well,  that  is  a  reduction  I  guess  of  approximately 
$636  million.  What  I  can  say  about  it  is  that  we  are  counting  on 
the  states  to  be  able  to  more  readily  focus  that  money  on  persons 
who  in  fact  need  it. 

Now  last  year  in  the  energy  program  we  wound  up  at  the  end  of 
the  year  with  money  that  states  just  sent  out  to  everybody,  just  to 
make  sure  that  they  got  rid  of  it  and  that  it  was  spent  on  supposed- 
ly low-income  energy.  I  think  after  several  years  of  experience  with 
this  program,  the  states  are  in  a  better  position  to  focus  that 
money  on  people  who  in  fact  need  it. 

There  is  no  question  it  is  a  reduction  and  it  is  a  reduction  at  a 
time  when  energy  costs  are  increasing.  It  is  an  area  where  we  just 
have  to  say  it  is  a  budget  reduction. 

STATE  FLEXIBILITY  IN  ENERGY  SPENDING 

Linda,  do  you  have  anything  to  add? 

Ms.  McMahon.  No,  other  than  the  fact  through  the  block  grant- 
ing of  the  two  programs,  emergency  assistance  and  energy,  we  are 
expanding  the  flexibility  of  the  states  as  to  how  they  can  use  that 
money.  In  addition,  as  you  know,  there  are  other  block  grants 
where  money  can  be  transferred  into  the  energy  assistance  pro- 
gram if  states  so  choose.  In  fact,  we  find  states  are  transferring 
money  out  of  their  energy  program  to  other  block  grants,  so  it  is 
apparent  to  us  that  states  find  their  priorities  in  other  areas. 

Mr.  Conte.  I  would  like  to  get  some  statistics  on  that,  what 
states  have  used  their  energy  money  for  other  block  grants.  You 
see  what  happens  is  the  block  grants  have  been  cut  25  percent  last 
year,  are  being  cut  again  this  year;  I  think  the  total  will  be  33  per- 
cent if  Congress  goes  along  with  it. 

Under  the  low-income  energy  assistance  program,  states  may 
spend  15  percent  of  their  allocation  on  low-cost  weatherization  proj- 
ects. Can  you  give  me  how  many  states  spent  funds  on  these 
projects? 

Ms.  McMahon.  37  states  indicated  to  us  in  their  state  plans  that 
they  do  wish  to  use  some  of  their  money  for  weatherization.  We  do 
not  know  how  many  states  are  actually  spending  the  money.  We 
just  received  permission  from  the  OMB  this  morning  to  do  a  tele- 
phone survey  to  get  some  of  that  ongoing  information.  So  hope- 
fully, in  a  few  days  we  will  know  that. 

Mr.  tConte.  Good.  Get  it  for  us. 

Ms.  McMahon.  We  will  be  glad  to  provide  it  for  the  record. 
[The  information  follows:] 
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States  Using  Energy  Funds  for  Weatherization 

Thirty-seven  States  indicated  that  they  will  use  Low  Income  Home  Energy  Assist- 
ance block  grant  funds  for  weatherization.  These  States  are: 

Alabama  Iowa  Oklahoma 

Alaska  Kansas  Oregon 

Arizona  Kentucky  Pennsylvania 

Arkansas  Maine  Rhode  Island 

California  Massachusetts  South  Carolina 

Colorado  Michigan  Tennessee 

Delaware  Minnesota  Utah 

District  of  Columbia  New  Hampshire  Virginia 

Florida  New  Mexico  Washington 

Georgia  New  York  West  Virginia 

Idaho  North  Carolina  Wisconsin 

Illinois  North  Dakota 

Indiana  Ohio 

HHS  is  presently  conducting  a  survey  to  determine  how  many  States  are  actually 
using  funds,  and  how  much,  for  weatherization.  The  results  of  this  survey  will  be 
supplied  to  the  Committee  as  soon  as  they  are  available. 

Mr.  Conte.  While  you  are  getting  that,  get  me  the  actual  trans- 
fer of  funds  from  the  energy  assistance  block  grant  to  other  Health 
or  Social  Service  block  grants. 

Ms.  McMahon.  Yes,  sir. 

Mr.  Conte.  Give  me  the  states  and  how  much  each  has  trans- 
ferred? 
Ms.  McMahon.  Fine. 
[The  information  follows:] 

Transfers  From  Energy  Block  Grant  to  Other  Programs 

Surveys  conducted  by  the  National  Governors'  Association  and  the  National  Con- 
sumer Law  Center  on  block  grant  implementation  indicate  that  26  States  intend  to 
transfer  over  $75  million  out  of  the  energy  block  grant  to  other  HHS  block  grant 
programs.  However,  no  State  is  planning  on  transferring  block  grant  funds  into  the 
energy  program.  HHS  is  currently  conducting  a  survey  to  determine  actual  trans- 
fers. The  results  of  this  survey  will  be  supplied  to  the  Committee  as  soon  as  they  are 
available. 


MAXIMUM  ENERGY  PAYMENTS 

Mr.  Conte.  I  understand  eleven  states  received  waivers  of  the 
maximum  payment  provision  set  at  $750  to  allow  them  to  make 
greater  payments.  Is  that  so? 

Ms.  McMahon.  Last  year,  yes,  sir. 

Mr.  Conte.  What  was  the  maximum  payment  made  and  in  your 
opinion  was  it  thoroughly  justified? 

Ms.  McMahon.  I  believe  $1500,  excuse  me,  $1587  in  Montana,  in 
terms  of  the  energy  cost  and  the  weather  in  this  particular  area  of 
the  state,  we  felt  it  was  within  the  purview  of  the  law,  yes,  sir. 

COOLING  ASSISTANCE 

Mr.  Conte.  And  how  many  states  spent  some  of  their  allocation 
for  cooling  assistance  and  what  was  the  total  expenditure  in  this 
regard?  Can  you  give  me  that? 

Ms.  McMahon.  I  will  be  glad  to  provide  that  for  the  record. 

[The  information  follows:] 
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Spending  for  Cooling  Assistance 

In  the  fiscal  year  1981  Low  Income  Energy  Assistance  Program,  nineteen  States 
(including  the  District  of  Columbia)  planned  to  make  medically-necessary  cooling  as- 
sistance payments  to  an  estimated  376,000  households.  Expenditures  were  approxi- 
mately $48  million.  The  following  qualifications,  however,  must  be  noted: 

This  total  represents  actual  reported  numbers  for  10  States  and  estimated  num- 
bers for  9  States.  Thus,  the  actual  total  may  be  different. 

The  States  were  required  to  report  unduplicated  cumulative  counts  of  the  total 
households  receiving  medically-necessary  cooling  assistance,  However,  none  of  the 
State-reported  data  have  or  will  be  independently  verified  by  HHS. 

States  were  not  required  to  indicate  which  of  the  households  receiving  medically- 
necessary  cooling  assistance  also  received  heating  assistance. 

POSSIBILITY  OF  MISMANAGMENT  IN  ENERGY  PROGRAM 

Mr.  Conte.  One  last  question.  Do  you  have  overall  concerns  for 
the  management  of  this  program  at  the  state  and  federal  level  and 
do  you  have  any  reason  to  believe  that  there  has  been  some  mis- 
management or  abuse  in  the  program? 

Ms.  McMahon.  I  believe  in  any  program  where  you  have  to 
make  decisions  about  eligibility  levels,  there  is  probably  some  mis- 
management that  goes  on.  Certainly  there  is  the  potential  for 
abuse. 

We  know  of  a  few  instances,  some  complaints  that  have  come  in 
on  this  year's  program,  where  we  will  be  doing  compliance  reviews. 
But  overall,  we  feel  that  states  have  done  a  good  job  of  managing 
the  money.  We  feel  they  will  be  able  to  carry  on. 

Mr.  Conte.  If  you  have  any  information,  you  will  get  that  for  the 
record? 

Ms.  McMahon.  Yes,  sir. 

[The  information  follows:] 

Measuring  State  Program  Management 

The  Omnibus  Budget  Reconciliation  Act  of  1981  provided  increased  State  responsi- 
bility and  accountability  for  the  Low  Income  Home  Energy  Assistance  Program.  The 
Department  of  Health  and  Human  Services  is  able  to  measure  State  program  man- 
agement through  the  complaints  process  and  compliance  reviews. 

To  monitor  the  operation  of  the  program  the  statute  provides  for  the  Secretary  to 
investigate  complaints  that  States  are  not  spending  funds  in  accordance  with  the 
statute.  To  date,  the  only  complaints  received  have  been  on  the  program  in  Texas 
and  Colorado.  These  complaints  deal  with  State  policies  which  the  complainants 
allege  violate  the  law,  rather  than  the  quality  of  program  management. 

The  Secretary  is  also  to  perform  reviews  of  the  programs  in  several  States  each 
year  to  assure  their  compliance  with  the  law.  The  Department  plans  to  conduct 
seven-to-nine  compliance  reviews  by  mid-April  which  will  provide  a  clearer  picture 
of  program  management  at  the  State  level. 

Mr.  Conte.  Thank  you,  Mr.  Chairman. 
Mr.  Natcher.  Mr.  Stokes. 

NOTIFICATION  TO  STUDENTS 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

Commissioner,  under  the  Omnibus  Budget  Reconciliation  Act, 
Social  Security  student  benefits  for  many  current  students  were  re- 
duced, and  benefits  for  new  students  were  eliminated.  This  caught 
a  lot  of  students  by  surprise;  a  lot  of  families  were  caught  by  sur- 
prise. What,  if  anything,  did  the  Social  Security  Administration  do 
to  notify  the  students  of  their  potential  loss  of  benefits? 
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Mr.  Svahn.  Well,  again  I  have  seen  quite  a  flurry  of  publicity 
about  Social  Security's  supposed  failure  to  notify  students  of  this 
change.  In  the  first  place,  we  do  notify  every  person,  six  months  or 
five  months  before  their  18th  birthday,  of  their  entitlement  to 
benefits  and  what  will  happen  to  those  benefits  after  they  turn  18. 
And  we  have  done  that  and  we  continue  to  do  that. 

In  relationsihp  to  the  so-called  student  benefit,  we  did  prepare  a 
rather  massive  notification  effort  through  the  media,  through  our 
local  district  offices;  we  published  something  like  four  million  pam- 
phlets on  student  benefits  and  distributed  those  through  our  dis- 
trict offices. 

There  has  been  some  suggestion  that  Social  Security  had,  one, 
either  the  obligation,  or  two,  the  capacity  to  notify  current  high 
school  seniors  that  if  they  were  in  college  by  May  of  1982  then 
somehow  they  would  continue  to  be  eligible  for  student  benefits 
based  on  the  phasedown  over  the  next  four  years.  I  do  not  think 
that  that  was  the  charge  to  Social  Security,  and  I  do  not  think,  in 
fact  I  know  that  Social  Security  has  no  way  of  knowing,  one, 
whether  a  child  under  18  is  a  student,  and  two,  whether  they  are  a 
senior  in  high  school.  We  keep  track  of  people  by  age. 

AFDC  AND  SSI  RECIPIENTS 

Mr.  Stokes.  Tell  us  how  many  persons  are  currently  receiving 
either  AFDC  or  SSI  payments. 

Mr.  Svahn.  Well,  there  are  about  11  million  on  AFDC,  and  about 
3.7  million  on  SSI. 

Mr.  Stokes.  Can  you  give  us  the  average  monthly  benefit  under 
both  AFDC  and  SSI? 

Mr.  Svahn.  Well,  the  federal  benefit  only  for  SSI,  the  average  is 
about  $119  a  month.  That  is  for  an  aged  person.  For  an  individual, 
aged  blind  or  disabled,  the  maximum  would  be  $265  a  month. 

Linda,  do  you  know  what  the  average  AFDC  is  around  the  coun- 
try? They  vary  on  a  state-by-state  basis,  Mr.  Stokes.  I  honestly  do 
not  know  what  that  is. 

Ms.  McMahon.  I  do  not  think  we  have  that  number  here. 

Mr.  Stokes.  Please  supply  that  for  the  record. 

Ms.  McMahon.  Yes. 

[The  information  follows:] 

Average  AFDC  Benefit 

The  most  recent  estimate  of  the  fiscal  year  1982  national  average  benefit  payment 
to  a  family  for  AFDC  is  $290.30. 

IMPACT  OF  RECONCILIATION  ACT  ON  AFDC  AND  SSI  RECIPIENTS 

Mr.  Stokes.  I  would  like  to  know  how  many  persons  lost  their 
eligibility  for  AFDC  or  received  a  reduced  AFDC  benefit  as  a  result 
of  the  budget  cutbacks  implemented  through  the  Omnibus  Budget 
Reconciliation  Act  of  1981. 

Mr.  Svahn.  We  can  give  you  some  estimates  as  to  what  our  esti- 
mates are  on  that,  Mr.  Stokes,  but  we  do  not  have  the  hard  data 
yet  because  it  is  reported  by  the  states.  The  states  are  the  ones 
that  take  the  action. 

Mr.  Stokes.  If  you  can  estimate  it,  I  would  appreciate  that. 
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Mr.  Svahn.  Yes. 

[The  information  follows:] 

Impact  on  AFDC  Eligibility  and  Payments 

The  provisions  were  estimated  to  result  in  about  408,000  families  becoming  ineli- 
gible and  about  279,000  receiving  reduced  payments.  The  data  on  actual  caseload 
effects  needed  to  confirm  these  estimates  are  not  yet  available.  So  far  we  have  re- 
ceived only  preliminary  caseload  figures  through  December,  1981.  These  data  show 
that  the  AFDC  caseload  has  declined  about  150,000  cases  since  September.  This 
figure  includes  the  Unemployed  Parent  caseload,  which  is  particularly  sensitive  to 
unemployment,  and  which  has  increased  by  9,000  cases  in  the  same  period. 

Mr.  Stokes.  Can  you  tell  us,  Commissioner,  what  has  been  the 
impact  of  the  Omnibus  Budget  Reconciliation  Act  of  1981  on  par- 
ticipation in  the  SSI  program? 

Mr.  Svahn.  Well,  I  have  some  numbers  here,  Mr.  Stokes,  but  I 
am  not  sure  I  understand  them  myself.  If  I  could  

Mr.  Stokes.  If  you  prefer  to  put  it  in  the  record,  that  would  be 
fine. 

Mr.  Svahn.  Thank  you. 
[The  information  follows:] 

Impact  of  the  1981  Omnibus  Budget  Reconciliation  Act  on  the  SSI  Program 

SSI  recipient,  did  not  suffer  either  a  reduction  or  termination  of  their  benefit  pay- 
ments through  the  enactment  of  the  Omnibus  Budget  Reconciliation  Act  of  1981. 
Three  provisions  of  the  Act  directly  affected  SSI  recipients:  impact  of  the  change  in 
the  title  II  minimum  benefit  calculation  (a  lower  title  II  benefit  translates  into  less 
chargeable  income  and,  consequently,  a  higher  SSI  benefit),  retrospective  monthly 
accounting  (retrospective  monthly  accounting  raises  average  SSI  benefits  because  of 
the  cost-of-living  adjustment  coordination  problem  with  SSI  and  Title  II — the  impact 
of  proposed  legislation  to  fix  the  coordination  is  reflected  in  the  1983  President's 
Budget),  and  a  reduction  in  the  level  of  Federal  funding  for  the  vocational  rehabili- 
tation program.  (The  Federal  Government  will  only  pay  for  successful  rehabilita- 
tions.) The  first  two  provisions  will  actually  result  in  higher  monthly  payments;  the 
change  in  vocational  rehabilitation  funding  levels  will  not  affect  benefit  payment 
levels. 

AFDC  AND  SSI  LEGISLATIVE  PROPOSALS 

Mr.  Stokes.  We  are  anticipating,  Commissioner,  that  you  are 
going  to  have  some  fiscal  year  1983  legislative  proposals  regarding 
the  AFDC  and  SSI  programs;  is  that  correct? 

Mr.  Svahn.  That  is  correct. 

Mr.  Stokes.  Can  you  briefly  describe  those  for  us? 

Mr.  Svahn.  Basically  in  the  SSI  program  we  have  proposed 
changes  in  several  areas  which  dealt  with  the  disability  program  in 
the  budget,  and  we  will  be  submitting  substantive  legislation  on 
that.  Basically,  the  proposal  is  to  tighten  up  and  remove  a  lot  of 
the  discretion  that  currently  exists  in  the  SSI  Disability  program 
and  to  make  the  definition  of  disability  more  like  it  was  when  the 
programs  were  run  by  the  states — that  is,  a  permanent  definition 
of  disability — and  to  rely  primarily  on  medical  factors  in  determin- 
ing that. 

There  are  a  few  other  things,  such  as  rounding,  whereby  we 
would  round  to  the  next  lowest  dollar  rather  than  round  to  the 
higher  dime,  which  is  basically  a  budget  item.  That  is  basically  the 
ones  in  there  for  the  SSI  program. 

Linda. 
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Ms.  McMahon.  We  have  a  number  of  proposals  in  the  AFDC  pro- 
gram, several  that  relate  to  strengthening  work  requirements.  We 
would  mandate  Community  Work  Experience  projects,  further 
expand  WIN  registration  to  include  caretaker  relatives  of  children 
ages  three  to  six  where  child  care  is  available,  require  job  search 
by  all  applicants  and  recipients  who  would  be  required  to  register 
for  WIN,  mandate  participation  of  principal  earners  in  WIN, 
CWEP  or  work  supplementation  programs. 

We  have  several  proposals  that  would  target  assistance.  One 
would  mandate  proration  of  amounts  for  shelter  and  utilities  when 
the  assistance  unit  shares  a  household  with  other  individuals.  An- 
other would  prohibit  payments  where  absence  is  based  solely  on 
military  duty.  A  third  limits  the  definition  of  essential  persons  to 
those  who  live  with  the  AFDC  child  and  relative  and  provide  care 
for  the  relative  or  child  where  the  relative  is  unable  to  do  so  or 
provide  the  care  necessary  for  the  caretaker  relative  to  work  full 
time. 

We  would  also  mandate  the  counting  of  energy  assistance  pay- 
ments as  income  to  the  extent  they  are  duplicated  by  the  AFDC 
allowance  for  heating  and  cooling.  We  would  require  the  counting 
of  nonrecurring  lump  sum  income  received  by  an  applicant  prior  to 
application,  if  that  was  available  to  meet  ongoing  needs  of  the 
household. 

We  would  require  the  attribution  of  the  assets  of  a  sponsoring 
agency  or  organization  in  the  case  of  an  alien. 

We  would  redefine  the  assistance  unit  and  include  the  income  of 
certain  individuals  by  doing  the  following:  include  parents  and  cer- 
tain siblings  of  an  AFDC  child  living  in  the  household,  other  than 
those  children  who  receive  SSI  remove  the  needs  of  employable 
caretaker  relatives  when  the  youngest  AFDC  child  reaches  age  16, 
and  require  the  counting  of  a  portion  of  the  incomes  of  grandpar- 
ents and  unrelated  adults  in  the  household,  excluding  those  with 
assistance  income. 

In  addition  to  that,  we  have  some  administrative  changes.  We 
would  require  the  exclusion  of  the  needs  of  recipients  who  are  ca- 
pable of  financially  repaying  an  overpayment  but  refuse  to  cooper- 
ate in  doing  so,  require  the  proration  of  the  first  month's  benefit, 
require  the  rounding  of  need  and  payment  amounts  to  the  next 
lowest  whole  dollar,  expand  the  purposes  for  which  AFDC  informa- 
tion can  be  used,  phase  in  a  zero  error  tolerance  by  1986  and  con- 
solidate payment  of  administrative  costs. 

DEVELOPMENT  OF  LEGISLATIVE  PROPOSALS 

Mr.  Stokes.  Were  these  proposals  developed  by  your  Department 
or  by  OMB? 

Mr.  Svahn.  That  was  done  primarily  by  the  Department,  but  as 
you  well  know,  Mr.  Stokes,  in  the  budget  process  it  starts  at  the 
lowest  level,  and  works  its  way  up  and  gets  modified  all  along  the 
way.  So  I  would  have  to  say  we  did  have  a  hand  in  working  up  the 
1983  budget  proposals — they  were  developed  by  the  Executive 
Branch — and  we  accept  responsibility. 

Mr.  Stokes.  I  would  imagine  that  under  these  new  proposals  a 
number  of  persons  will  lose  their  eligibility  under  AFDC  and  also 
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under  SSI  and  that  a  number  of  persons  will  probably  receive  re- 
duced benefits  as  well.  Is  that  correct? 

Mr.  Svahn.  As  a  result  of  the  legislation,  yes,  that  is  correct. 

Mr.  Stokes.  Can  you  give  us  an  estimate  of  both  the  number  who 
would  lose  their  eligibility  and  the  number  who  would  receive  re- 
duced benefits? 

Ms.  McMahon.  In  AFDC  approximately  100,000  individuals 
would  lose  eligibility,  another  700,000  would  have  benefits  reduced, 
30,000  would  have  benefits  increased. 

Mr.  Stokes.  30,000  would  have  increased  benefits? 

Ms.  McMahon.  Yes,  sir. 

STUDY  BY  CENTER  FOR  STUDY  OF  SOCIAL  POLICY 

Mr.  Stokes.  In  a  study  prepared  by  the  Center  for  the  Study  of 
Social  Policy,  the  fiscal  year  1983  Reagan  budget  proposals  for 
income  maintenance  programs  were  analyzed.  This  study  found 
that  for  the  first  time  proposed  budget  cuts  would  reach  "truly 
needy  households  with  no  other  income." 

The  study  found  that  nationwide  the  income  of  the  typical  wel- 
fare family  of  three,  which  now  stands  at  76  percent  of  the  federal 
poverty  line,  would  drop  to  72  percent  of  the  poverty  line.  This 
report  tells  us  further  that  these  families  make  up  about  85  per- 
cent of  the  persons  on  AFDC. 

My  first  question  to  you  is  whether  or  not  you  agree  with  these 
findings? 

Mr.  Svahn.  Well,  I  have  not  read  that  study. 

Mr.  Stokes.  Has  someone  with  you  seen  this  report? 

Mr.  Svahn.  Ms.  McMahon. 

Ms.  McMahon.  We  feel  that  the  changes,  both  the  fiscal  year 

1982  changes  and  the  fiscal  year  1983  proposed  changes,  are  target- 
ed on  individuals  who  have  other  sources  of  income.  We  feel  the 

1983  changes  continue  to  meet  that  requirement,  that  we  target 
changes  on  people  who  have  other  sources  of  income.  So  in  fact  we 
do  not  agree  with  the  findings  of  that  study. 

In  addition,  I  would  like  to  say  that  a  large  part  of  what  the 
study  talked  about  is  whether  or  not  individuals  would  be  better  off 
on  welfare  than  working. 

Mr.  Stokes.  That  is  correct. 

Ms.  McMahon.  We  feel  there  is  a  great  misunderstanding  in  the 
press  in  particular  about  the  purpose  of  certain  things  that  we 
have  done;  for  instance,  the  $30  and  x/z  income  disregard  in  AFDC 
which  was  intended  to  be  a  work  incentive.  We  have  limited  that 
to  four  months  rather  than  allowing  individuals  to  stay  on  welfare 
indefinitely  because  they  get  that  disregard.  We  feel  that  the  Con- 
gress, when  they  instituted  the  $30  and  %,  did  that  because  they 
expected  caseloads  to  go  down,  they  expected  people  to  go  off  wel- 
fare, to  find  employment  and  actually  leave  welfare  rolls. 

In  fact,  what  happened  is  people  have  been  able  to  stay  on  the 
welfare  rolls  indefinitely  because,  in  every  state,  working  full  time 
at  the  minimum  wage  a  family  could  still  remain  on  welfare.  In 
many  states  they  could  be  earning  as  much  as  $15,000  and  $18,000 
a  year  and  more.  We  do  not  feel  that  that  is  what  Congress  wanted 
$30  and  Vs  to  do. 
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In  fact,  some  individuals,  because  they  are  losing  something  that 
they  now  have,  may  in  the  short  term  quit  work.  However — and  I 
think  there  is  some  of  that  going  on — we  also  find  there  are  people 
who  have  said  that  because  of  the  changes  that  we  made,  for  the 
first  time  in  their  lives  they  are  getting  off  welfare.  They  feel  very 
comfortable  that  they  are  going  to  keep  their  jobs  and  make  it. 
This  has  given  them  the  impetus  to  get  off  welfare  and  that  is  a 
good  feeling. 

Taken  altogether,  the  changes  have  had  an  impact  and  basically 
we  think  we  have  eliminated  some  inequities.  There  are  families 
now  who  had  never  been  on  welfare  who  had  disposable  incomes 
that  are  lower  than  families  who  could  stay  on  welfare,  prior  to 
some  of  the  changes  that  we  made.  But  we  feel  that  this  inequity 
has  now  been  fixed. 

We  also  feel  that  individuals  are  going  to  find  that  even  where 
their  disposable  income  may  not  be  significantly  more,  or  may  in 
fact  be  a  little  less  immediately  after  going  off  welfare,  that  they 
do  prefer  to  work.  We  have  been  told  over  and  over  that  people  on 
welfare  want  to  work.  We  feel  these  people,  once  they  have  jobs 
and  see  the  difference  it  is  going  to  make  to  them  to  have  a  job 
rather  than  being  on  welfare  are  going  to  continue  to  work.  So  in 
fact  we  do  disagree  with  the  study. 

Mr.  Stokes.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Mr.  Pursell. 

STUDENT  BENEFITS 

Mr.  Pursell.  I  want  to  take  a  minute  on  the  student  program. 

Are  most  of  the  students  who  qualify  for  college  education  from 
families  with  under  $20,000  incomes? 

Mr.  Svahn.  You  are  making  reference  to  the  continuation  of 
benefits  to  persons  18  to  22? 

Mr.  Pursell.  Yes.  That  expires  when,  October  1? 

Mr.  Svahn.  No.  Any  person  who  is  above  the  age  of  18  and  not 
in  school  by  May  of  1982  that  is,  not  attending  college  full-time, 
will  not  be  eligible  for  student  benefits  after  this  summer.  For  per- 
sons who  are  current]'/  attending  college,  a  student  benefit  phases 
down  over  a  four-year  period. 

Mr.  Pursell.  Are  the  bulk  of  those  students  from  families  with 
under  a  $20,000  income? 

Mr.  Svahn.  This  is  part  of  the  confusion  that  has  existed,  I 
guess,  over  the  past  several  months  since  the  Congress  enacted 
that  provision.  Social  Security  does  not  keep  track  of  persons  in  the 
Title  II  benefits  in  terms  of  family  income  or  personal  income  or 
anything  else. 

Mr.  Pursell.  I  realize  that,  but — do  you  have  any  estimate? 
Mr.  Svahn.  No. 

Mr.  Pursell.  Who  you  are  serving  there? 
Mr.  Svahn.  No,  we  have  no  estimate. 

Mr.  Pursell.  How  many  students  are  we  talking  about  in  the 
present  pipeline? 

Mr.  Svahn.  There  are  about  500,000  students,  a  total  of  610,000 
that  we  are  talking  about  who  would  be  affected  by  the  1981 
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amendment.  Of  that,  about  360,000  are  over  the  age  of  18  and  in 
college  at  the  present  time,  and  about  250,000  will  be  turning  18 
and  will  not  be  in  college  by  May  of  1982. 

Now  there  is  a  rather  interesting  phenomenon  going  on  around 
the  country;  persons  who  are  entering  college  earlier  in  order  to 
make  that  May  1982  deadline;  persons  who  are  seniors  in  high 
school  this  year  and  are  going  ahead  and  entering  college  in  order 
to  keep  benefits.  We  do  not  know  just  what  that  impact  is  going  to 
be. 

Mr.  Pursell.  You  do  not  have  a  real  good  feeling  for  it  at  this 
point  in  time? 

Mr.  Svahn.  We  do  not  have  any  feeling  for  how  many  students 
are  going  to  go  ahead  and  go  into  college  yet,  but  it  is  a  phenom- 
enon being  pushed  by  the  counselors  and  educational  institutions. 

EXTENDING  EFFECTIVE  DATE  OF  STUDENT  PROVISION 

Mr.  Pursell.  They  can  apply  and  qualify  for  that  aid  by  May 
1982,  but  isn't  that  college  rush  triggered  by  a  fast  approaching  ex- 
piration date?  I  recall  that  the  provision  last  year  mandated  an  Oc- 
tober 1  termination  date. 

Mr.  Svahn.  No,  not  to  my  knowledge,  Mr.  Pursell. 

You  did  have  to  be  a  beneficiary  as  of  last  August,  but  no,  I  do 
not  know  of  any  October  1  date  that  relates  to  this  program.  There 
has  been  some  talk  about  changing  the  date  to  October  1. 

Mr.  Pursell.  Extending  it,  that  is  to  what  I  was  referring. 
Wouldn't  it  make  better  sense  to  phase  down  the  program  over  a 
longer  period?  If  so,  what  would  it  cost  us? 

Mr.  Svahn.  The  Administration  had  requested  that  the  provision 
be  effective  January  1,  1982.  I  think  that,  in  picking  May  of  1982  it 
was  clearly  the  intent  q£  the  conference  committee  that  at  least 
this  year's  seniors  in  high  school  would  not  be  eligible  for  Social 
Security  benefits  should  they  choose  to  go  on  to  college.  So  when 
you  say  what  would  be  the  advisability  of  extending  it,  it  would 
just  move  your  problem  from  May  of  1982  to  whenever  you  decided 
to  extend  it.  You  would  still  have  the  same  problem. 

ADMINISTRATION  POSITION  ON  ENDING  STUDENT  BENEFITS 

Mr.  Pursell.  It  was  a  rather  abrupt  kind  of  decisionmaking 
policy.  Do  you  have  a  position  on  that  as  far  as  your  Administra- 
tion? 

Mr.  Svahn.  Well,  yes.  We  proposed  ending  student  benefits  as 
have  I  believe  the  past  two  Administrations.  That  benefit  was  first 
paid  in  1965.  There  is  no  requirement  that  a  student  be  paying 
room  and  board,  be  paying  tuition,  buying  books  or  anything  else. 
It  is  just  a  continuation  of  a  benefit. 

In  1965  we  had  rather  substantial  reserves  in  the  Trust  Funds.  It 
was  an  added  benefit  tacked  on  to  Social  Security.  We  believe  now 
that  because  we  have  little  or  no  reserve  in  the  Trust  Funds,  the 
student  benefit  could  be  better  taken  care  of  in  a  needs-based  pro- 
gram. Social  Security  is  not  needs-based.  Our  position  has  been 
that  it  is  a  benefit  that  should  be  taken  out  of  Social  Security. 

Mr.  Pursell.  Do  you  think  it  is  wrong  from  a  policy  standpoint 
for  a  family  on  Social  Security  that  wishes  to  use  Social  Security 
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benefits  to  put  their  children  through  school?  Do  you  think  that 
intent  is  counterproductive  as  opposed  to  buying  a  condominium  or 
doing  other  things  with  Social  Security  benefits? 

Mr.  Svahn.  As  I  said,  Social  Security  is  not  a  needs-based  pro- 
gram. At  a  time  when  we  are  facing  such  a  severe  financial  crisis 
in  funding  the  basic  retirement  survivors  benefits,  this  added  bene- 
fit, where  we  do  have  needs-based  programs  which  will  make  up 
the  difference,  is  too  great.  It  is  just  something  we  cannot  afford. 

Mr.  Pursell.  You  would  define  this  aid  as  not  justifiable,  putting 
their  children  

Mr.  Svahn.  No,  I  didn't  say  it  is  not  a  justifiable  need.  What  I 
say  is  that  the  Social  Security  does  not  look  at  that  need,  it  just 
pays  the  benefit. 

Mr.  Pursell.  But  aren't  you  also  taking  the  position  that  the 
program  ought  to  be  discontinued? 
Mr.  Svahn.  That  is  absolutely  correct. 

Mr.  Pursell.  What  other  needs  would  be  more  important  than  a 
college  education  for  an  18-year-old  student  of  a  family  on  Social 
Security? 

Mr.  Svahn.  Perhaps  I  am  not  communicating  clearly,  Mr.  Pur- 
sell. What  I  am  saying  is  that  Social  Security  is  not  a  needs-based 
program,  that  you  do  not  consider  whether  the  person  needs  the 
money  in  order  to  give  it  to  him.  I  do  not  see  any  reason  that  a 
$17,000  or  $18,000  or  $20,000  a  year  steelworker  should  be  paying 
benefits  to  send  a  $100,000  a  year  attorney's  child  to  college.  I  do 
not  think  that  is  the  purpose  of  the  program. 

Mr.  Pursell.  I  would  disagree  with  that  except  for  the  fact  that 
the  bulk  of  the  students  on  Social  Security  benefits  are  not  in  those 
high-income  brackets.  The  reverse  is  true;  those  students  who  qual- 
ify come  from  families  below  those  income  levels. 

Mr.  Svahn.  Well,  I  understand  that  there  is  a  belief  that  student 
beneficiaries  are  not  from  high  income  families,  and  I  respect  you 
for  that  belief,  Mr.  Pursell,  but  as  I  say,  we  do  not  have  that  kind 
of  information,  we  do  not  keep  that  kind  of  information.  That  pro- 
gram, as  I  said,  was  added  in  1965,  at  a  time  when  we  had  a  lot  of 
money  in  the  Trust  Fund.  It  was  believed  it  was  good  for  everyone 
to  go  to  college.  We  now  do  not  have  that  money,  and  we  believe 
that  student  assistance  ought  to  be  needs-based  and  focused.  If 
people  need  money  and  need  assistance  to  go  to  college,  that  is  one 
thing,  but  the  Social  Security  is  not  a  needs-based  program;  it  is  a 
social  insurance  program. 

PURPOSE  OF  THE  SOCIAL  SECURITY  PROGRAM 

Mr.  Pursell.  For  what  purpose,  what  is  it  for? 

Mr.  Svahn.  It  is  to  provide  a  partial  replacement  for  wages  lost 
as  a  result  of  death,  disability,  and  old  age  retirement,  and  that  is 
what  it  was  designed  for  and  that  is  what  it  was  financed  for. 

Mr.  Pursell.  When  you  look  at  Social  Security,  from  a  family 
perspective,  outside  of  the  basic  necessities  of  food  and  shelter,  it 
has  a  legitimate  purpose  in  assisting  a  widow  or  sending  someone 
to  college  to  be  a  more  productive  citizen. 

Mr.  Svahn.  I  understand  that  position,  Mr.  Pursell. 
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Mr.  Pursell.  What  kind  of  Congressional  support  do  you  think 
there  is  for  extending  that  date? 

Mr.  Svahn.  Well,  I  do  not  know,  Mr.  Pursell.  I  have  heard  from 
a  few  members  who  have  been  quite  vocal  on  the  subject,  but  I 
have  not  seen  any  ground  swell  of  support  for  it.  Again  I  go  back  to 
the  fact  that  there  is  no  requirement  that  they  pay  for  room  and 
board,  tuition  or  buying  books  or  anything;  it  is  not  needs-based. 

At  a  time  when  we  have  such  a  significant  financing  problem,  it 
is  a  matter  of  priorities.  Last  year  the  

Mr.  Pursell.  Many  people  on  Social  Security  are  using  those 
moneys  for  other  purposes  that  may  not  have  as  high  a  value  as 
college  education  for  a  youngster.  You  are  in  a  position  to  define 
what  a  Social  Security  benefit  should  be  used  for;  you  have  not 
done  that. 

Mr.  Svahn.  I  am  sorry,  I  do  not  understand  that  we  are  using 
Social  Security  money  for  other  purposes? 

Mr.  Pursell.  No,  under  the  law  the  people  that  receive  Social 
Security  benefits  have  the  ability  to  use  it  for  whatever  they  think 
appropriate? 

Mr.  Svahn.  That  is  right. 

Mr.  Pursell.  Yet  we  step  in  and  say,  you  cannot  use  it  for  col- 
lege education  in  this  case. 

Mr.  Svahn.  No,  you  can  use  it  for  college  education.  We  just  say 
we  will  not  continue  to  pay  benefits  while  someone  does  attend  col- 
lege. There  is  no  prohibition  against  using  Social  Security  benefits 
for  a  college  education,  not  at  all;  but  there  is  no  requirement  that 
you  do  either. 

Mr.  Pursell.  Thank  you,  Mr.  Chairman. 

MEANS  OF  CHANGING  EFFECTIVE  DATE  OF  STUDENT  PROVISION 

Mr.  Natcher.  Going  back  just  a  moment  now  to  one  or  two  of 
Mr.  Pursell's  questions  concerning  enrollment  by  May  1  of  high 
school  students  in  college  in  order  to  receive  student  benefits,  we 
have  had  a  number  of  letters,  members  of  the  subcommittee  have, 
and  I  know  other  members  of  Congress  have  received  letters  con- 
cerning this  particular  matter. 

Mr.  Commissioner,  as  you  well  know,  this  law  was  changed  in 
the  Reconciliation  Act  of  1981,  it  is  in  the  law,  the  date  is  May  1. 
There  is  nothing  we  can  do  on  this  committee.  There  is  nothing 
you  can  do  by  way  of  changing  that  date.  Is  that  correct,  Mr.  Com- 
missioner? 

Mr.  Svahn.  That  is  correct. 

Mr.  Natcher.  Yes.  We  have  had  these  letters  inquiring  as  to 
whether  or  not  that  date  could  be  changed.  This  is  a  matter  that 
was  in  the  Reconciliation  Act  by  law.  It  has  to  be  changed  by  law. 
If  May  1  is  the  wrong  date,  then  that  would  be  a  matter  that  would 
have  to  go  back  to  the  Ways  and  Means  Committee  for  considera- 
tion. 

I  just  want  that  in  the  record  at  this  time. 

RAILROAD  RETIREMENT  PROPOSAL 

Mr.  Commissioner,  let's  go  now  to  Railroad  Retirement.  Could 
you  explain  for  the  committee,  please,  what  role  Social  Security  is 
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expected  to  play  in  the  President's  proposal  to  abolish  the  Railroad 
Retirement  Board? 

Make  it  strong  now,  Mr.  Commissioner,  make  it  strong. 

Mr.  Svahn.  I  could  start  out  by  telling  about  when  I  woke  up  in 
the  morning  and  found  out  I  was  going  to  be  administering  the 
Railroad  Retirement  program.  But  

Mr.  Natcher.  Go  ahead  now. 

Mr.  Svahn.  If  that  is  strong  enough,  Mr.  Chairman. 

As  I  understand  it,  the  details  are  still  being  worked  out  with  the 
Office  of  Management  and  Budget  and  with  the  Department;  we 
are  scheduled  to  take  over  the  administration  of  benefits,  which 
have  been  called  Tier  I  benefits  under  the  old  Railroad  Retirement 
System,  as  a  Social  Security  benefit. 

As  I  understand  the  proposal,  and  it  is  still  very  much  in  a  state 
of  flux,  we  would  abolish  the  Tier  I  benefit  under  the  Railroad  Re- 
tirement System  and  replace  that  with  Social  Security  benefits, 
and  would  then  set  up  the  Tier  II  benefit  as  a  private  pension 
system,  much  the  same  as  any  other  pension  system.  And  under 
that  proposal,  railroad  retirees  would  receive  a  Social  Security 
benefit  and  a  supplemental  pension. 

As  I  said,  the  details  have  not  been  worked  out.  As  you  may 
know,  Mr.  Chairman,  there  is  no  request  in  any  of  our  appropri- 
ations for  funds  to  take  over  that  and  administer  that  program.  I 
am  not  sure  how  that  will  eventually  be  handled,  but  we  do  not 
have  the  funds  in  there  to  administer  the  program. 

This  is  another  area  that  I  have  spent  a  little  time  on  in  the  past 
few  weeks,  trying  to  figure  out  how  it  works — I  have  come  to  the 
conclusion  that  the  benefit  structure  will  remain  about  the  same. 
One  of  the  first  things  that  happened  to  me  last  year  upon  coming 
into  the  office  was  that  someone  stuck  a  piece  of  paper  in  front  of 
me  that  said  send  $1.3  billion  over  to  Railroad  Retirement  System. 
I  do  not  normally  sign  pieces  of  paper  like  that  without  under- 
standing them. 

I  found  out  that  Social  Security  has,  in  fact,  for  as  many  years  as 
it  has  been  paying  benefits,  been  supplementing  the  Railroad  Re- 
tirement System  out  of  the  Trust  Funds  to  the  tune  of  over  a  bil- 
lion dollars  a  year.  What  this  does  is  just  merges  the  two  and  con- 
tinues that  supplementation,  but  as  a  Social  Security  benefit. 

Mr.  Natcher.  As  I  understand,  there  are  no  funds  in  your  1982 
or  our  1983  requests  before  the  committee  for  the  shifting  of  the 
Railroad  Retirement  Board  over  to  your  agency. 

Mr.  Svahn.  That  is  correct. 

Mr.  Natcher.  How  much  additional  money  would  be  required  in 
your  limitation  account  in  1983  if  this  proposal  was  adopted?  If  it 
was  adopted,  what  would  it  take? 

Mr.  Svahn.  We  do  not  really  know  that,  because  we  do  not  know 
the  exact  form  it  is  going  to  take.  As  I  said,  the  proposal  is  truly 
just  in  the  formative  stages  and  we  really  do  not  have  any  way  to 
estimate  what  it  would  cost  us  to  administer  the  program. 

It  is  pointed  out  to  me,  Mr.  Chairman,  that  we  do  today  transfer 
about  $23  million  out  of  that  pot  of  money  that  I  explained  to  you, 
to  the  Railroad  Retirement  Board  for  the  administration  of  the 
Tier  I  benefit.  Now  whether  or  not  we  would  maintain  the  same 
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ratio  and  expend  the  same  amount  of  money  were  we  to  administer 
it,  I  just  do  not  know  and  I  would  hesitate  to  even  guess. 

Mr.  Natcher.  When  you  speak  of  Tier  I  you  are  not  referring  to 
dual  benefits;  dual  benefits,  Railroad  Retirement? 

Mr.  Svahn.  No.  When  I  am  speaking  of  Tier  I,  I  am  speaking  of 
the  two-tiered  retirement  system  as  it  exists,  not  the  dual  benefici- 
ary. 

Mr.  Natcher.  I  just  wanted  to  clear  that  up. 

HIRING  FREEZE 

Is  there  currently  a  hiring  freeze  in  effect  at  Social  Security  at 
this  time,  Mr.  Commissioner? 

Mr.  Svahn,  Yes,  there  is.  We  are  under  a  hiring  freeze  and  have 
been  under  one  for  as  long  as  I  can  remember,  coming  into  the 
agency.  It  is  a  department-wide  freeze,  as  I  understand  it,  and  the 
Secretary  has  been  reviewing  it  and  is,  I  understand,  about  ready 
to  remove  the  freeze. 

Perhaps  Mr.  Itteilag  would  like  to  speak  to  that,  representing  the 
Department. 

Mr.  Natcher.  Go  right  ahead. 

Mr.  Itteilag.  That  is  correct,  Mr.  Chairman.  We  have  made  a 
proposal  to  the  Secretary  that  would  in  large  part  do  away  with 
the  freeze.  He  has  this  on  his  desk  at  this  time  and  he  is  consider- 
ing it  at  this  time.  It  is  something  that  it  is  within  his  authority  to 
do  and  I  fully  expect  him  to  take  action  on  it  in  the  next  couple  of 
days. 

Mr.  Natcher.  We  understand  that  approximately  10  percent  of 
the  Social  Security  work  force  turns  over  each  year.  With  the 
hiring  freeze  as  you  have  it  at  this  time,  this  would  make  it  exceed- 
ingly difficult,  would  it  not,  for  you  to  carry  out  the  basic  mission 
and  the  purposes,  of  the  Social  Security  Act;  isn't  that  correct? 

Mr.  Svahn.  Well,  it  does  impact  us  in  certain  areas,  Mr.  Chair- 
man, although  I  have  to  say  that  in  my  relationship  with  the  Sec- 
retary, he  has  not  refused  to  allow  me  to  hire  anybody  that  I  have 
requested. 

My  problem  in  terms  of  hiring  has  been  in  finding  people  who 
are  willing  to  accept  employment  in  the  right  areas  in  Social  Secu- 
rity. I  have  had,  for  my  entire  tenure,  the  past  ten  months  in  that 
position,  over  600  vacancies  in  my  data  processing  organization 
that  I  have  been  unable  to  fill  even  in  spite  of  a  rather  large  na- 
tionwide recruiting  program,  including  advertisements,  and  going 
to  the  campuses  to  try  to  recruit.  It  is  just  almost  impossible  for  us 
to  fill  a  lot  of  those  vacancies. 

Mr.  Natcher.  Now  if  you  will  insert  in  the  record  at  this  point  a 
table  showing  your  on-board  strength  at  the  end  of  each  fiscal  year 
since  1975,  and  also  indicate  your  end-of-month  since  the  beginning 
of  the  current  fiscal  year,  if  you  will  place  that  in  the  record  for  us. 

Mr.  Svahn.  Glad  to. 

[The  information  follows:] 
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COMPUTERS  AND  DATA  PROCESSING 

Mr.  Natcher.  Mr.  Svahn,  a  week  ago  today  you  announced  your 
plans  to  modernize  the  Social  Security  Administration's  data  proc- 
essing system.  Now  briefly,  Mr.  Commissioner,  tell  us  about  your 
new  plan. 

Mr.  Svahn.  Well,  I  have  to  say,  Mr.  Chairman,  as  I  said  briefly 
in  my  opening  statement,  that  the  state  of  affairs  in  Social  Securi- 
ty's data  processing  system  is  a  sorry  one,  at  best.  Social  Security 
in  the  past  has  been  a  model  of  data  processing  for  the  United 
States  Government.  During  the  sixties  it  was  a  model  even  in  in- 
dustry. It  was  visited  by  many  people  entering  the  data  processing 
field  in  industry,  by  corporate  personnel,  to  look  at  in  terms  of  its 
efficiency  and  its  operation. 

We  have  over  a  long  period  of  time,  I  would  say  going  back  at 
least  a  decade  now,  allowed  Social  Security's  hardware  and  soft- 
ware to  deteriorate  and  to  remain  stagnant.  We  currently  have 
hardware  that  is  two  generations  old  and  our  software  actually 
dates  back  to  the  late  1950s  when  we  started  out  into  data  process- 
ing with  auto-coders. 

Our  capability  to  get  out  of  this  predicament  is  hampered  in 
many  ways,  but  I  think  that  primarily  Social  Security  has  never 
had  a  strategic  plan  for  modernizing  its  data  processing. 

It  has  always  been  in  a  reactive  mode  as  opposed  to  a  proactive 
mode.  We  developed  now  a  five-year  strategic  plan  for  data  process- 
ing in  Social  Security  which  should,  within  a  year  to  18  months, 
significantly  increase  our  capability  to  provide  services  in  the  field. 

At  the  present  time,  if  you  walked  into  a  Social  Security  office, 
you  have  about  a  50-50  chance  of  getting  a  question  answered 
within  a  reasonable  period  of  time.  The  reasonable  period  of  time 
might  be  half  an  hour  to  45  minutes.  If  it  is  not  entered  into  the 
system  and  the  answer  does  not  come  back,  it  may  take  anywhere 
from  three  days  to  three  weeks  for  an  individual  to  get  an  answer 
to  a  question. 

Things  as  simple  as  changing  the  address  for  a  beneficiary  may 
take  months  to  accomplish.  Last  year,  in  terms  of  developing  the 
cost-of-living  increase  for  the  July  3rd  check,  we  worked  for  six 
months  on  that  and  expended  tens  of  thousands  of  data  processing 
hours  and  wound  up  being  able  to  get  the  July  3rd  cost-of-living  ad- 
justment out  with  about  18  hours  to  spare. 

It  is  a  very  inefficient,  labor-intensive  operation;  it  is  subject  to 
error  and  subject  to  rather  massive  failures  which  impact  on  many 
persons. 

Just  recently  in  Texas,  we  had  a  situation  where  thousands  of 
people  did  not  receive  their  Social  Security  checks  last  month  and 
it  is  simply  because  the  data  processing  sytem  is  so  antiquated, 
unable  to  meet  the  needs  of  the  Social  Security  program  as  they 
exist  now. 

RELATIONSHIP  OF  CURRENT  SYSTEMS  PLAN  TO  PRIOR  PLANS 

Mr.  Natcher.  Mr.  Commissioner,  how  does  this  plan  differ  from 
earlier  approaches  suggested  by  some  of  your  predecessors  that 
were  later  abandoned,  such  as  the  so-called  partitioning  strategy 
the  A109D  project — along  the  same  line  or  different? 
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Mr.  Svahn.  Much  different,  I  think,  Mr.  Chairman.  This  plan  is, 
if  I  can  slip  into  the  jargon  a  bit,  a  user-driven  software  engineer- 
ing plan  with  a  very  heavy  emphasis  on  upgrade  of  Social  Security 
software.  I  personally  was  responsible  for  scrapping  the  so-called 
partitioning  strategy  developed  by  Social  Security  because  it  didn't 
address  the  two  biggest  problems  that  Social  Security  has. 

Those  problems  are  the  software  and  the  fact  that  we  are  a  tape- 
oriented  system.  We  have  half  a  million  reels  of  magnetic  tape  that 
we  keep  all  our  records  on.  We  have  literally  hundreds  of  people 
who  do  nothing  all  day  except  go  to  the  library,  get  a  reel  of  tape, 
and  hang  it  on  a  machine.  It  is  very  labor  intensive,  subject  to 
error  and  it  is  highly  inefficient. 

The  partitioning  strategy  was  merely  a  stragety  designed  to  get 
bigger  hardware  for  Social  Security.  They  needed  more  horsepower 
in  order  to  cram  the  old  software  through  the  system  and  stay 
even,  not  get  modernized  but  just  stay  even. 

We  have  dropped  that  strategy  and  have  gone  to  a  four-part 
modernization  plan  which  relies  very  heavily  on  software  engineer- 
ing, and  a  total  redesign  of  our  current  software  that  we  have  in 
Social  Security.  We  have  about  15  million  lines  of  data  processing 
code  in  Social  Security. 

We  have  adopted  a  software  engineering  approach,  we  are 
moving  to  data  base  management  where  we  will  get  ourselves  away 
from  the  tape-oriented  sequential  system  that  we  currently  have 
and  go  to  a  random  access  data  base  management  system.  We  are 
removing  all  of  the  program  applications  from  our  telecommunica- 
tions network. 

Our  telecommunications  network  right  now,  the  daily  work  load 
from  people  coming  into  District  offices  is  about  three  times  our  ca- 
pacity to  transmit  back  and  forth.  We  will  be  adopting  a  utility  ap- 
proach to  telecommunications  whereby  we  will  have  high  speed 
input  from  the  field  into  the  central  office.  Also,  as  a  part  of  this, 
the  fourth  phase  would  be  a  capacity  upgrade  of  the  hardware  of 
Social  Security  to  eliminate  all  the  old  computers  and  to  develop 
some  new  and  greater  capacity.  So  this  plan  is  much  different. 

It  is  user-driven.  The  program  people  are  deciding,  looking  at  it 
from  the  top  down.  The  program  people  are  deciding  what  we  need 
to  be  able  to  do  in  data  processing.  The  plan  addresses  that.  So  it  is 
much  different,  it  is  comprehensive. 

FUNDING  FOR  SYSTEMS  MODERNIZATION  PLAN 

Mr.  Natcher.  We  understand  the  funds  for  this  project  are  not 
included  at  this  time  in  your  budget  request.  Tell  us,  if  you  will, 
the  approximate  cost  of  the  systems  improvement  that  you  are 
talking  about  over  the  life  of  the  plan? 

Mr.  Svahn.  Our  plan  is  a  five  year  plan.  I  would  like  to  say  that 
I  started  out  when  we  developed  this  plan  to  make  it  a  reasonable 
business-like  approach  to  solving  Social  Security's  data  processing 
problems. 

It  is  my  intention  that  at  the  end  of  five  years  that  the  Social 
Security  Administration  is  working  on  the  first-year  of  its  next 
five-year  or  six-year  or  whatever  plan  rather  than  the  fifth  year  of 
a  five-year  plan.  In  other  words,  it  would  be  annually  updated. 
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Over  the  first  five  years,  which  is  a  very  ambitious  schedule  to  get 
us  to  a  fairly  modern  system,  the  total  additional  cost,  incremental 
to  the  system,  would  be  about  $478  million.  That  is  over  a  five  year 
period. 

Mr.  Natcher.  Will  you  be  requesting  additional  funds  for  fiscal 
year  1982  or  1983? 

Mr.  Svahn.  Well,  Mr.  Chairman,  I  think  if  we  receive  the  supple- 
mental, the  $42.9  million  supplemental,  and  if  the  pay  raise  costs 
are  handled  in  the  same  way,  I  assume  probably  by  a  supplemen- 
tal, that  we  will  be  able  to  meet  the  first  year's  cost  of  this  data 
procesing  modernization  plan  within  what  we  have  requested  for 
1982. 

The  first  year,  fiscal  year  1982,  we  are  short  right  now  about  $10 
million.  I  think  given  the  fact  that  we  do  have  a  little  bit  of  under- 
utilization  in  our  work  load  we  will  be  able  to  make  that  up.  The 
second  year,  fiscal  year  1983,  we  are  short  about  $22  million.  We 
may  have  to  come  back  and  look  for  some  extra  money  in  1983. 

We  are  only  short  $22  million  out  of  $133  million  in  incremental 
modernization  costs.  So  to  the  extent  possible,  I  am  going  to  work 
within  what  we  have  requested. 

Mr.  Natcher.  All  right. 

Mr.  Conte. 

SSI  LEGISLATIVE  PROPOSALS 

Mr.  Conte.  Thank  you,  Mr.  Chairman. 

You  have  legislative  proposals  for  SSI  programming  which  you 
estimate  will  produce  $78  million  in  savings  in  the  current  fiscal 
year,  and  $334  million  in  the  fiscal  years  1982  and  1983.  Can  you 
give  us  a  brief  description  of  those  proposed  changes? 

Mr.  Svahn.  What  we  have  proposed,  Mr.  Conte,  would  be  a 
number  of  things.  As  I  was  discussing  earlier,  the  biggest  areas 
deal  with  the  disability  component  of  Supplemental  Security 
Income.  We  have  requested  two  changes  in  the  disability  area.  One, 
where  we  would  return  more  to  the  disability  program  under  the 
old  age,  blind,  disabled  programs  formerly  administered  by  the 
states,  whereby  disability  would  in  fact  be  a  permanent  disability 
as  opposed  to  temporary  disability. 

A  second  area  we  have  looked  at  in  terms  of  disability  is  that  we 
would  rely  much  more  heavily  on  medical  factors  as  opposed  to 
social  factors  in  determining  disability.  What  that  does  is  remove 
some  of  the  discretion,  if  you  will,  that  exists  in  the  program  now, 
which  gives  us  very  wide  ranges  of  eligibility  around  the  country. 

We  want  to  standardize  it  more  and  make  it  more  uniform  in  its 
application  around  the  country.  There  are  a  couple  of  other  areas. 
Under  one  proposal  we  would  prorate  the  first  month's  benefit 
based  upon  the  date  of  application.  As  it  is  now,  if  you  apply  on  the 
last  day  you  get  a  full  month's  benefit.  Under  the  proposal,  we  say 
you  would  get  only  one  day's  benefit.  We  also  would  round  SSI  pay- 
ments to  the  next  lower  dollar  amount,  that  is  about  a  $20  million 
savings.  We  would  eliminate  the  $20  disregard  for  new  SSI  recipi- 
ents—not current  recipients — and  would  also  allow  a  cross  pro- 
gram recovery  of  SSI  overpayments  from  Social  Security  and  black 
lung  benefits. 
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What  we  have  now  is  voluntary  cross  program  overpayment  re- 
covery only.  That  is,  if  a  person  is  overpaid  in  one  program — like 
SSI — then  later  becomes  eligible  under  the  title  II  disability  insur- 
ance program,  we  can  only  recover  the  SSI  overpayment  from  the 
disability  benefit  if  the  beneficiary  agrees.  This  proposal  would  au- 
thorize such  recovery  without  the  beneficiary's  consent. 

Mr.  Conte.  When  do  you  figure  you  will  have  to  have  this  in 
place  and  passed  by  the  Congress  in  order  to  effect  the  1982  sav- 
ings? 

Mr.  Svahn.  July  1,  1982. 

TIGHTENING  UP  THE  DISABILITY  PROGRAM 

Mr.  Conte.  I  don't  know  how  you  are  going  to  tighten  up  on  that 
disability.  When  I  have  office  hours  up  home,  I  have  those  people 
come  in,  women  with  milk  legs,  emphysema,  just  about  standing  on 
one  leg,  they  get  turned  down  time  after  time.  They  say,  "You  can 
do  some  type  of  work."  I  guess  it  all  depends  on  who  the  judge  is 
up  there. 

Mr.  Svahn.  In  the  appeals  process,  that  is  of  course  an  entirely 
different  question,  an  area  where  we  do  have  some  significant  prob- 
lems. I  have  about  come  to  the  conclusion  that  the  definitions  and 
requirements  in  our  disability  programs  are  the  cause  for  a  fairly 
tight  program  in  terms  of  being  eligible  for  disability  insurance. 

I  think  the  problem  we  are  seeing  now  around  the  country  is  the 
fact  that  for.  a  period  of  some  years,  the  administration  of  the  dis- 
ability insurance  program  was  not  as  standardized,  perhaps,  as  it 
should  have  been.  There  were  a  number  of  people  who  were  placed 
on  disability  insurance  who  in  fact  didn't  meet  the  criteria  when 
they  went  on. 

Now  with  the  continuing  disability  investigations  going  on  as  a 
result  of  the  disability  amendments  of  1980,  we  are  finding  that 
people  who  have  been  on  disability  for  some  period  of  time,  but  in 
fact  weren't  disabled  by  our  own  definition,  are  finding  it  difficult 
to  adjust. 

Mr.  Conte.  You  say  it  would  take  out  the  economic  factor  and 
merely  leave  in  the  federal  factor.  Tell  me  how  that  would  work? 

Mr.  Svahn.  Well,  we  are  talking  about  the  social  factors,  so  to 
speak. 

Mr.  Conte.  Social  factor? 

Mr.  Svahn.  And  rely  more  heavily  

Mr.  Conte.  What  is  a  social  factor? 

Mr.  Svahn.  In  our  current  definition  of  SSI  disability  we  have 
vocational  factors,  age,  education,  experience,  work  history,  those 
kinds  of  things.  Under  the  proposed  legislative  change  we  would 
rely  more  heavily  on  medical  disability  than  we  would  on  the  non- 
medical factors  in  determining  disability,  except  for  age.  At  a  cer- 
tain point  we  would  consider  age. 

Mr.  Conte.  It  says  here  the  trickiest  part  of  the  President's  pro- 
posal has  to  do  with  the  mix  of  medical  and  non-medical  factors  in 
defining  disability  to  qualify  for  benefits  under  the  federal  pro- 
gram. An  applicant  now  generally  must  be  physically  unable  to 
perform  to  any  substantial  kind  of  job. 

Is  that  going  to  change  at  all? 
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Mr.  Svahn.  No,  I  don't  believe  so.  What  we  are  saying  is  that 
under  the  disability  program  currently  the  definition  says  that  you 
must  be  unable  to  perform  substantial  gainful  activity  for  a  period 
that  would  exceed  12  months.  What  we  are  saying  is  that  we 
should  expand  that  period  to  what  physicians  tell  us  is  permanent 
disability,  and  that  is  a  period  which  exceeds  24  months. 

ERRONEOUS  PAYMENTS  IN  SSI 

Mr.  Conte.  Do  we  have  any  ineligible  recipients  under  the  SSI 
program? 

Mr.  Svahn.  Well,  yes,  we  do,  Mr.  Conte. 

The  payment  error  rate  right  now  under  the  SSI  program,  the 
published  payment  error  rate,  is  a  little  over  5  percent,  in  terms  of 
erroneous  payments.  That  does  not  take  into  account,  however,  the 
factors  of  disability.  Based  on  the  government  report  in  the  Title  II 
program  which  uses  the  same  definition  of  disability,  we  are  find- 
ing an  error  rate  of  between  20  and  30  percent. 

In  our  quality  assurance  system,  we  are  beginning  to  sample  and 
look  at  the  disability  factors  in  SSI.  The  error  rate  is  going  to  go  up 
in  the  SSI  program,  not  because  of  any  change  in  the  program  but 
just  because  we  are  going  to  be  measuring  it  better. 

Mr.  Conte.  Could  you  give  us  anything  in  dollars?  You  have  5 
percent  under  the  SSI  and  20  to  30  percent  on  disability.  How 
about  dollars,  can  you  give  us  that  in  dollars? 

Mr.  Svahn.  In  the  October  1980  through  March  1981  period, 
which  is  the  last  period  we  have  an  error  rate  for  the  SSI  program, 
the  error  rate  was  5.3  percent,  which  equated  for  that  period  of 
time,  that  six  months,  to  about  $219  million. 

ERRONEOUS  DISABILITY  PAYMENTS 

Mr.  Conte.  How  about  disability? 

Mr.  Svahn.  Disability  was  substantially  higher.  We  are  just  now 
compiling  the  figures  for  the  first  six  months.  The  cessation  rate, 
which  is  a  bureaucratic  word  for  the  number  of  people  who  are 
found  not  to  be  disabled  any  longer,  is  running  about  35  percent 
around  the  country;  but  that  is  because  we  are  sending  those  cases 
which  we  feel  are  error-prone  to  the  state  disability  determination 
services  first. 

So  we  are  sending  cases  in  which  we  expect  them  to  find  disab- 
lity  no  longer  in  existence.  But  that  is  running  about  35  percent. 
The  DI  program  is  an  $18  billion  a  year  program.  So  it  is  a  sub- 
stantial amount  of  money.  I  believe  the  GAO  estimated  that  we  are 
talking  about  $2  billion  a  year.  I  believe  the  GAO  estimate  is  about 
$2  billion  a  year. 

internal  reveneue  cross  check 

Mr.  Conte.  $2  billion.  That  is  a  lot  of  change. 

How  far  are  you  along  in  working  out  a  cooperative  agreement 
with  the  Internal  Revenue  Service  for  cross-checking  account  num- 
bers of  SSI  beneficiaries  with  IRS  data  such  as  individual  bank  ac- 
counts? 

Mr.  Svahn.  I  am  afraid  you  have  got  me  there. 
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Mr.  Sabatini.  This  is  using  Internal  Revenue  reporting  forms  of 
interest  payments  so  we  can  identify  undetected  bank  accounts.  We 
have  been  working  very  closely  with  Internal  Revenue.  We  have 
now  reached  agreement  whereby  we  will  be  exchanging  informa- 
tion with  them  probably  on  a  yearly  basis  and  they  will  be  provid- 
ing us  with  the  information  from  their  1099  file. 

OVERPAYMENT  COLLECTIONS 

Mr.  Conte.  What  is  your  luck  in  collecting  money  that  has  been 
overpaid? 

Mr.  Svahn.  When  I  became  Commissioner  of  Social  Security,  we 
had  about  $1.9  billion  in  what  I  termed,  for  lack  of  a  better  word, 
accounts  receivable.  We  have  developed  a  rather  substantial  effort 
at  managing  that  debt  and  our  collections  after  we  got  started,  for 
the  first  part  of  this  fiscal  year  are  running  about  25  percent  ahead 
of  what  they  did  last  year.  So  we  are  moving  in  that  direction.  It  is 
going  to  take  a  while  to  get  geared  up.  It  is  a  change  in  attitude,  I 
guess  you  would  have  to  say,  for  the  organization.  But  we  are  run- 
ning at  substantially  higher  rates  of  collection  than  we  have  in  the 
past. 

VOCATIONAL  REHABILITATION 

Mr.  Conte.  Could  you  also  get  for  the  record  in  the  area  of  reim- 
bursement, the  vocational  rehabilitation  services  for  SSI  recipients 
and  are  you  tightening  up  on  that  program,  and  if  so,  how? 

Mr.  Svahn.  All  right. 

[The  information  follows:] 

Tightening  up  on  Vocational  Rehabilitation 

For  fiscal  year  1983,  $3  million  in  SSI  funds  is  available  for  vocational  rehabilita- 
tion services.  Beginning  with  1982,  a  change  in  the  law  provided  for  reimbursement 
to  the  States  for  services  provided  to  successfully  rehabilitated  SSI  recipients.  A  suc- 
cessful rehabilitation  is  defined  in  the  law  as  one  which  results  in  substantial  gain- 
ful activity  that  lasts  for  a  continuous  period  of  9  months. 

Mr.  Conte.  Thank  you  very  much. 
Mr.  Natcher.  Mr.  Stokes. 

PROPOSED  AFDC  AND  SSI  REGULATIONS 

Mr.  Stokes.  Thank  you,  Mr.  Chairman.  Commissioner,  I  would 
like  to  get  back  for  a  moment  to  your  proposed  regulations  under 
AFDC  and  SSI.  You  know  this  administration  has  been  extremely 
vocal  about  lessening  the  regulatory  burden  on  the  states.  As  I 
view  your  proposed  changes,  it  would  appear  that  they  are  going  to 
dramatically  increase  the  regulatory  burden  on  the  states,  local 
communities  and  needy  persons. 

What  is  your  comment? 

Mr.  Svahn.  I  guess  that  all  depends,  Mr.  Stokes,  on  which  pro- 
posal you  read.  By  the  way,  we  are  not  proposing  regulations  yet. 
We  are  proposing  the  legislation;  of  course,  regulations  would 
follow. 

Mr.  Stokes.  Sure. 

Mr.  Svahn.  On  the  one  hand  we  have  an  open-ended  program 
that  is  a  matching  program  for  the  states.  In  the  past  the  states 
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have  had  mixed  success  in  their  ability  to  manage  the  program.  We 
have  very  high  error  rates  in  some  states.  We  believe  there  are 
some  things  that  should  be  done  in  those  programs  in  order  to  pro- 
tect the  federal  dollar,  if  you  will. 

On  the  other  hand,  we  also  have  proposed,  particularly  in  the 
AFDC  program,  that  the  states  are  in  a  better  position  to  manage 
that  program  and  that  the  states  could,  I  believe  it  is  referred  to  as 
"project  swap,"  the  states  could  take  over  the  AFDC  program  and 
eliminate  all  of  the  federal  requirements  on  them  and  manage  the 
program  as  best  they  can. 

As  I  said,  it  depends  on  which  proposal  you  look  at.  So  I  think, 
myself,  that  as  long  as  you  have  an  open-ended  federal  proposition, 
whereby  there  are  no  real  checks  on  the  system,  that  the  federal 
government  has  a  right  and  a  responsibility  to  see  to  it  that  the 
program  is  managed  uniformly  and  efficiently  around  the  country. 

I  also  have  to  say  that  I  am  a  firm  believer  in  the  fact  that  in 
many  respects  states  are  in  a  much  better  position  to  manage  these 
programs  that  deal  with  individual  needs  than  the  federal  govern- 
ment is.  I  have  mixed  emotions  myself  about  setting  national 
standards,  because  in  my  experience  at  the  federal  level  and  at  the 
state  level,  national  standards  are  generally  based  on  an  average  of 
about  five  states  around  the  country  and  they  are  the  big  ones. 
That  is  not  necessarily  good  for  the  other  45  states. 

COMMUNITY  WORK  EXPERIENCE  PROGRAMS 

Mr.  Stokes.  I  note  that  you  are  proposing  to  require  states  to  im- 
plement community  work  experience  programs.  That  is  currently  a 
state  option. 

Mr.  Svahn.  Yes,  that's  correct. 

Mr.  Stokes.  How  many  states  currently  operate  such  programs? 

Ms.  McMahon.  Right  now  we  have  five  states  that  are  getting 
ready  to  operate  demonstration  projects.  We  have  three  states  op- 
erating under  a  state  plan  which  they  submitted.  I  would  like  to 
provide  the  specifics  for  the  record.  I  think  there  are  another  six  or 
eight  states  that  very  specifically  talked  about  having  a  CWEP 
component  in  an  expanded  WIN  program.  There  are  actually  eight 
of  those  that  are  planned  for  this  year,  later  this  year.  There  are 
only  the  three  states  that  have  actually  a  plan  amendment  in. 

[The  information  follows:] 

Community  Work  Experience  Program 

Three  States  (Oklahoma,  North  Dakota,  and  West  Virginia)  have  implemented 
Community  Work  Experience  Programs  (CWEP)  programs. 

Oklahoma's  CWEP  program  began  January  1,  1982.  It  is  statewide  and  covers  all 
persons  required  to  register  under  WIN  and  voluntary  WIN  participants.  Each 
county  director  sets  goals  on  the  number  of  assignments  to  be  filled.  It  is  estimated 
that  about  500  persons  were  assigned  by  the  end  of  February. 

North  Dakota's  CWEP  program  began  operation  January  4.  It  is  statewide  and 
targeted  at  "unemployed  parents".  Local  agencies  develop  the  assignment  slots, 
which  include  such  jobs  as  library  and  social  service  aides,  custodians,  meter  maids, 
police  and  emergency  medical  helpers,  laborers  and  clerical  workers.  Within  the 
first  10  weeks,  1165  slots  were  filled.  The  State  has  developed  more  than  3300  slots 
for  participants  with  350  sponsors.  Many  of  these  slots  are  CETA  vacancies.  The 
maximum  period  of  participation  will  be  6  months. 
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Utah  has  been  running  a  Work  Experience  and  Training  program  (WEAT)  for 
more  than  7  years  that  is  similar  to  CWEP.  Through  1980,  nearly  800  AFDC  recipi- 
ents were  assigned  to  WEAT  projects  with  all  3  levels  of  government. 

Five  states  are  implementing  programs  similar  to  CWEP  under  waiver  authority 
(Michigan,  New  York,  North  Carolina,  Ohio,  South  Dakota).  Eight  states  plan  imple- 
mentation at  a  later  date  (Alabama,  Arkansas,  California,  Delaware,  Idaho,  Ken- 
tucky, Montana,  South  Carolina).  Some  of  the  remaining  states  (e.g.,  Maryland  and 
Missouri)  have  bills  under  consideration  in  their  State  legislatures  to  authorize  a 
CWEP  program. 

Mr.  Stokes.  Can  you  tell  us  what  would  be  required  of  the  states 
under  such  a  mandate  and  also  what  would  be  required  of  the 
AFDC  recipient? 

Ms.  McMahon.  The  only  thing  we  are  requiring  of  the  states 
through  the  mandate  is  that  they  have  a  program.  Beyond  that  we 
have  left  a  great  deal  of  flexibility  to  the  states  on  how  they  oper- 
ate that  program.  We  are  not  requiring  them  to  have  a  statewide 
program,  which  means  they  can  pick  and  choose  in  the  areas 
where  they  will  develop  CWEP  projects.  We  do  have  a  certain  set 
of  standards,  health  and  safety,  not  excessive  travel,  those  kinds  of 
things  that  we  have  set  out,  but  in  terms  of  state  requirements  we 
have  not  mandated  any  specifics. 

The  requirements  on  the  individuals  who  participate  simply  are 
that  if  they  are  receiving  an  AFDC  benefit,  they  would  be  required 
to  work  up  to  the  number  of  hours  that  would,  at  the  minimum 
wage,  equal  their  benefit  payment.  Otherwise,  the  caretaker  would 
be  removed  from  the  grant,  their  needs  would  be  removed  and  the 
grant  would  be  reduced. 

DEDUCTING  ENERGY  ASSISTANCE  FROM  AFDC 

Mr.  Stokes.  You  are  also  proposing  that  the  states  be  required  to 
deduct  energy  assistance  received  by  AFDC  families  from  their 
AFDC  benefits?  What  is  the  rationale  for  this  proposal? 

Ms.  McMahon.  Yes.  We  feel  there  is  a  duplication  in  that  AFDC 
grants  typically  do  contain  an  allowance  for  heating  and  cooling. 
We  are  only  requiring  that  states  eliminate  the  duplication.  We  are 
not  proposing  a  dollar  for  dollar  offset,  energy  against  AFDC,  but 
only  offsetting  to  the  extent  that  there  is  duplication  in  the  AFDC 
grant. 

We  feel  again  that  in  times  of  budget  constraints,  where  there 
are  duplications  of  benefits  through  various  programs,  that  states 
and  the  federal  government  should  target  benefits  more  narrowly. 
We  don't  want  to  eliminate  energy  assistance  for  AFDC  recipients 
altogether,  because  where  the  benefit  would  be  reduced  because  of 
duplication,  there  would  still  be  an  additional  amount  of  money 
going  to  an  AFDC  family  through  energy  assitance  and  it  would  be 
targeted  for  energy  needs.  We  feel  it  is  a  very  reasonable  proposal. 

ADJUSTING  AFDC  BENEFITS  FOR  INFLATION 

Mr.  Stokes.  Yes.  But,  are  AFDC  benefits  adjusted  for  inflation? 
Ms.  McMahon.  AFDC  benefits? 
Mr.  Stokes.  Yes. 

Mr.  Svahn.  In  some  states  they  are,  Mr.  Stokes,  in  some  states 
they  aren't.  I  think,  and  this  is  a  key  point,  that  what  we  are  talk- 
ing about  here  is  determining  what  the  full  benefit  is  and  avoiding 
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duplication.  Now  to  the  extent  that  that  benefit  is  lower,  perhaps 
than  the  standard  of  need  or  what  states  feel  should  be  paid  or 
whatever  standard  you  want  to  use,  that  has  to  be  identified. 

That  is  a  state  option.  States  can  index.  When  I  was  in  the  state 
of  California  we  were  successful  in  putting  indexing  through.  Cali- 
fornia is  one  of  the  states  that  does  have  automatic  indexing.  So 
you  have  to  get  to  the  point  where  you  understand  what  is  availa- 
ble, what  is  paid  and  then  make  those  kind  of  decisions  but  those 
are  state  options. 

PHASE  OUT  OF  MATCHING  FOR  AFDC  ERRORS 

Mr.  Stokes.  I  note  that  you  propose  to  phase  out  by  1986  federal 
matching  for  all  AFDC  benefit  payments  made  in  error  by  the 
states.  Is  it  reasonable  to  expect  that  the  states  can  reduce  current 
error  rates  of  7.3  percent  to  zero  by  1986? 

Mr.  Svahn.  Well,  I  have  to  say  that  I  understand  why  that  pro- 
posal is  there.  It  was  not  a  proposal  that  we  put  together.  The 
states,  since  about  1972,  have  been,  and  I  use  the  word  almost  de- 
liberately, been  playing  with  error  rates  in  the  AFDC  program. 
Many  states  have  made  concerted  efforts  to  reduce  their  error 
rates  and  to  get  them  down  to  a  very  low  tolerance.  I  am  not  sure 
that  states  can  reduce  their  error  rate  to  zero.  I  am  not  sure  that 
we  could  sample  close  enough  to  determine  whether  their  error 
rate  was  zero  or  not. 

But  I  also  understand  the  fact  that  the  states  are  the  entities 
that  do  administer  these  programs.  I  have  seen  some  very  large  en- 
tities, such  as  Los  Angeles  County,  reduce  its  error  rate  substan- 
tially, down  to  where  it  is — I  don't  know  what  it  is  now,  but  it  is 
quite  low.  I  think  there  has  to  be  some  emphasis  there  to  get  the 
states  to  move  to  reduce  their  erroneous  payments  and  make  their 
decisions  in  an  accurate  manner. 

But  as  I  said,  I  have  fought  on  both  sides  of  that  issue,  Mr. 
Stokes. 

ZERO  ERROR  RATES 

Mr.  Stokes.  I  suppose  in  essence  you  are  talking  about  more  a 
goal  than  anything  else.  I  don't  know  of  any  federal  entitlement 
program  where  we  have  achieved  a  zero  error  rate  such  that  we 
can  now  say  to  the  states  that  you  must  achieve  something  that 
has  never  been  accomplished  at  the  federal  level. 

Mr.  Svahn.  We  have  a  pretty  low  error  payment  rate  in  the 
Title  II  program,  retirement  and  survivors  insurance,  based  on  our 
own  sampling  and  estimates.  I  am  sure  if  the  states  were  doing 
their  own  sampling  their  rates  would  probably  be  a  little  lower 
themselves. 

Mr.  Stokes.  I  see. 

Mr.  Svahn.  We  have  a  very  low  payment  error  rate  in  Title  II,  it 
is  about  .28  percent. 
Mr.  Stokes.  Thank  you  very  much. 
Mr.  Natcher.  All  right. 
Mr.  Porter. 
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MEDICARE  ADMINISTRATION 

Mr.  Porter.  Thank  you,  Mr.  Chairman. 

Mr.  Svahn,  I  would  like  to  talk  for  a  moment  about  Medicare  ad- 
ministration. I  think  it  was  in  1978  or  1979  that  Medicare  began  a 
pilot  program  of  bid  contracts  for  the  administration  of  the  pro- 
gram and  one  of  the  areas  that  was  selected  was  Illinois.  A  corpo- 
ration called  EDS-Federal  Government  got  the  low  bid  and  took 
over  the  administration  of  Medicare  from  the  Blue  Cross-Blue 
Shield  that  had  administered  it  before. 

That  began  a  period  of  time  when  there  was  utter  chaos  in  the 
administration  of  the  program.  It  has  not  yet  been  straightened 
out.  There  have  been  more  complaints  in  my  office  about  the  ad- 
ministration of  Medicare  than  any  other  subject. 

I  wonder  if  you  could  detail  for  the  committee  the  national  suc- 
cess with  this  pilot  program  of  bidding  rather  than  negotiating  the 
contracts  and  whether  you  can  comment  specifically  upon  the  Illi- 
nois situation,  what  is  going  to  be  done  about  it? 

Mr.  Svahn.  Let  me  say,  Mr.  Porter,  that  I  can  comment  on  it  a 
little  bit.  I  am  not  sure  where  the  Health  Care  Financing  Adminis- 
tration stands  on  its  contracting  bid  versus  the  way  it  was  doing 
business  before,  and  I  know  that  that  was  an  experiment  that  is 
being  administered  by  them. 

I  would  have  to  say,  though,  that  in  my  offices,  Medicare  com- 
plaints are  some  of  the  greatest  number  that  we  receive.  In  the 
past,  up  until  1977,  Social  Security  did  administer  the  Medicare 
program  and  our  offices  were  trained  and  experienced  in  handling 
complaints  about  claims.  Since  1977,  of  course,  it  has  been  adminis- 
tered by  the  Health  Care  Administration.  The  Health  Care  Financ- 
ing Administration  does  not  have  local  offices  like  we  do,  so  we  try 
to  take  up  the  slack,  so  to  speak,  for  them  and  answer  questions 
about  Medicare  and  the  fiscal  intermediaries  and  contractors.  But  I 
really  couldn't  speak  to  the  effectiveness  of  those  programs,  or  the 
experiments  as  they  have  gone  along. 

REFUGEE  ASSISTANCE 

Mr.  Porter.  Let  me  ask  about  refugee  assistance. 

Mr.  Svahn.  You  are  in  the  right  ballpark  now. 

Mr.  Porter.  This  of  course  is  becoming  an  increasing  problem  for 
our  country,  particularly  last  year  as  you  detail  in  your  statement. 
When  I  visited  Israel  about  a  year  ago,  we  looked  at  a  program 
they  have  in  place  for  handling  incoming  refugees  which  is  of 
course  a  very  important  matter  to  that  country. 

Are  you  familiar  with  what  they  do,  generally? 

Mr.  Svahn.  No,  I  am  not. 

Mr.  Porter.  Basically  they  have  a  plan  whereby  a  refugee  will 
come  in  and  stay  at  a  refugee  center  which  is  almost  like  a  college 
campus  for  a  period  of  up  to  six  months  and  will  learn  the  lan- 
guage, learn  the  money,  learn  the  business  system,  learn  the  cus- 
toms, geography  of  the  country,  et  cetera,  a  rather  intense  program 
of  bringing  that  person  from  his  environment  into  their  environ- 
ment in  the  best  possible  way. 
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It  appears  that  what  we  often  do  in  this  country  is  kind  of  let 
people  go  loose  and  find  their  own  way.  I  wonder  whether  this  is 
the  best  system.  Can  you  kind  of  comment  upon  that? 

Mr.  Svahn.  I  will  make  some  general  comments  and  ask  Phil 
Hawkes,  the  Director  of  the  Refugee  Resettlement  Office  to  comple- 
ment them. 

I  have  been  involved  in  refugee  administration  in  different  areas 
for  some  period  of  time.  In  the  early  1960s  when  we  had  a  con- 
trolled flow  of  refugees  from  Cuba  coming  into  the  United  States 
we  had  much  the  same  kind  of  experience  as  you  are  talking  about 
having  viewed  in  Israel. 

I  think  that  in  Israel  they  probably  have  some  controls  on  the 
people  that  they  allow  to  come  into  the  country  as  refugees  or  im- 
migrants. The  people  who  came  in  in  the  early  1960s  from  Cuba  on 
a  controlled  flow  basis,  adjusted  to  life  in  the  United  States  fairly 
reasonably.  Unfortunately,  a  very  large  concentration  of  them  is  in 
South  Florida  which  has  caused  some  problems  down  there.  But  ba- 
sically, from  an  economic  standpoint,  a  social  standpoint  they  have 
adjusted  very  well. 

1975  INFLUX  OF  REFUGEES 

In  1975  in  the  Republic  of  South  Vietnam,  when  the  government 
fell  there,  we  had  a  much  more  rapid  intake  of  refugees,  over  a 
hundred  thousand  sitting  out  in  the  Pacific  somewhere.  If  you  will 
recall,  at  that  time,  the  boat  people,  the  staging  camps  we  had  out 
on  various  islands  in  the  Pacific,  and  a  movement  of  those  individ- 
uals into  the  United  Staes  in  a  hurry  into  refugee  camps.  The  im- 
petus was  the  distasteful  subject  for  the  sore  American  public,  and 
the  movement  was  to  get  those  people  resettled  through  church 
groups  and  others  into  the  community  as  quickly  as  possible  so  we 
no  longer  had  them  in  refugee  camps. 

The  initial  group  that  came  into  the  United  States  in  1975  reset- 
tled quite  well.  There  was  a  secondary  migration,  again  a  different 
part  of  the  south,  Southern  California,  a  heavy  concentration 
there,  but  they  adjusted  fairly  well.  Since  that  time,  our  refugee 
policy  basically  with  respect  to  Southeast  Asians  has  been  one  of 
bringing  in  relatives  of  people  who  came  in  initially. 

REFUGEES  ARRIVING  IN  1980  AND  LATER 

Of  the  peope  who  came  in  initially,  I  think  you  will  find  their 
educational  levels  and  capabilities  were  higher.  Now  we  are  bring- 
ing in  a  lot  of  the  people  who  have  less  English  speaking  ability 
and  fewer  transferrable  job  skills,  and  have  a  much  greater  prob- 
lem adjusting  to  the  United  States  culture. 

In  1980  we  didn't  have  any  choice,  when  over  100,000  Cuban/ 
Haitian  entrants  arrived  unexpectedly,  in  addition  to  the  thou- 
sands of  Southeast  Asian  refugees  arriving  under  the  regular  refu- 
gee program.  I  guess  that  is  the  official  United  States  position,  we 
had  no  choice;  but  we  had  a  tremendous  influx  of  people  whom  we 
had  no  control  over,  and  again  the  United  States,  in  the  interest  of 
eliminating  any  embarrassment,  of  course,  moved  rapidly  to  place 
those  people  around  the  country. 
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We  now  find  ourselves  with  some  very  significant  problems.  I  am 
not  sure,  I  think  if  we  had  a  controlled  flow  of  refugees  and  we 
were  picking  and  choosing  which  refugees  we  were  allowing  to 
come  into  the  country,  I  think  what  you  are  talking  about  in  Israel 
might  be  a  viable  option. 

But  in  situations  with  the  Mariel  boat  lift  and  a  large  influx 
from  Haiti  

Mr.  Porter.  I  certainly  agree  with  that,  but  I  am  hopeful  we  will 
not  allow  that  situation  to  happen  again  and  we  will  in  fact  have 
controlled  flows. 

Mr.  Svahn.  I  am,  too. 

Mr.  Hawkes.  One  thing  I  would  add,  Mr.  Porter,  is  that  in  the 
refugee  camps  overseas,  the  Department  of  State  and  voluntary 
agencies  have  intensified  their  cultural  orienation,  English  as  a 
second  language  and  vocational  training  programs.  So  these  people 
who  may  spend  several  years  in  a  primary  camp  and  several 
months  in  a  procesing  center,  get  a  lot  more  exposure  at  this  point 
to  those  subjects  than  they  did  a  year  or  two  years  ago. 

Already  we  are  hearing  reports  from  some  local  resettlement 
agencies,  local  affiliates  of  national  voluntary  agencies  that  the 
newcomers,  those  arriving  right  now,  are  ahead  of  the  game  al- 
ready with  orientation  and  they  have  some  basic  English  skills  that 
have  been  lacking  in  previous  arrivals,  such  as  those  who  arrived 
in  1980  and  early  1981. 

Mr.  Porter.  We  had  a  Laotian  family  that  we  sponsored  in  1979. 
They  went  to  a  camp  in  Thailand  for  maybe  six  months  and  then 
got  over  here  and  they  went  right  from  the  plane  to  our  home. 
That  was  fine.  We  attempted  to  provide  the  orientation.  But  some- 
times that  is  really  a  very  haphazard  process  that  we  have  in  refer- 
ence to  refugees  coming  into  this  country  and  we  really  ought  to 
structure  a  program  that  the  government  handles  from  beginning 
to  end  to  bring  people  into  the  society  and  make  it  easier  for  them 
to  be  assimilated  and  to  make  their  own  way. 

FRAUD  AND  DEBT  COLLECTION 

Let  me  ask  about  fraud  and  debt  collection  in  Social  Security. 
We  often  hear  of  the  horrible  case  where  checks  continue  to  be 
paid  to  deceased  people,  not  only  in  reference  to  retirement  bene- 
fits but  also  other  government  programs.  I  am  wondering  what  sort 
of  hookup  or  tie-in  do  we  have  with  other  support  programs  in  gov- 
ernment to  determine  when  a  person  is  deceased  or  when  they  are 
no  longer  eligible  so  we  can  track  that  whole  problem? 

Mr.  Svahn.  Well,  it  is  pretty  haphazard,  I  have  to  say,  Mr. 
Porter.  And,  in  fact,  when  this  past  year  we  discovered  that  we 
were  paying  roughly  8,500  people  who  were  deceased— we  were 
continuing  to  pay  them  Title  II  benefits — we  had  in  our  organiza- 
tion, in  our  data  processing  shop,  the  files  of  Medicare  deaths.  We 
had  that  information  there. 

For  some  unknown  reason  no  one  ever  thought  that  it  would  be 
good  to  match  the  death  files  against  the  benefit  files  in  any  of  our 
programs  to  determine  whether  or  not  in  fact  people  we  were 
paying  benefits  to  on  a  monthly  basis  were  alive.  We  did  do  that.  I 
have  to  honestly  say  that  I  have  been  rather  amazed  at  a  number 
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of  things  that  Social  Security  has  done  over  the  years,  just  because 
it  is  a  very  large  bureaucracy  and  it  just  keeps  moving  along. 

I  think  they  do  a  very  good  job  in  getting  benefits  out,  paying 
benefits,  but  there  has  not  been  an  emphasis  on  management  im- 
provement, if  you  will,  within  the  Administration.  We  are  working 
on  that  now.  We  are  interfacing  our  master  beneficiary  record  with 
all  the  immediate  care  death  notices  that  we  get,  and  we  have  an 
interface  between  social  security,  railroad  retirement,  Veterans  Ad- 
ministration and  Civil  Service  retirement  systems  now. 

But  there  is  no  national,  if  you  will,  death  files  or  dead  persons 
file.  States  do  report  persons  deceased  to  the  National  Center  on 
Health  Statistics,  I  believe.  But  by  statute  they  are  not  permitted 
to  release  that  information  to  any  other  agency.  It  is  purely  for  sta- 
tistical purposes. 

So  there  are  a  lot  of  areas  in  Social  Security  where  we  have 
found  areas  for  management  improvement.  We  are  working  on 
those.  You  mentioned  the  debt  collection  program.  As  I  was  telling 
the  Chairman  a  little  earlier,  we  found  about  $1.9  billion  in  out- 
standing debt.  We  have  begun  to  develop  a  rather  expansive  pro- 
gram to  collect  that  debt  back. 

Right  now  for  the  first  quarter  of  this  fiscal  year  our  collections 
are  running  25  percent  ahead  of  where  they  did  last  year.  So  we 
are  out  to  bring  that  accounts  receivable  down. 

Mr.  Porter.  What  chance  do  you  have,  how  much  of  that  can  be 
collected,  of  the  $1.9  billion? 

Mr.  Svahn.  I  think  most  of  it  can  be  collected.  It  runs — we  are 
anticipating  this  year,  fiscal  year  1982,  that  we  are  going  to  collect 
about  $1.5  billion.  Now,  of  course  because  of  the  inefficiencies  that 
we  have  in  our  data  processing  payment  system,  we  create  more 
overpayment;  in  our  inability  to  communicate  with  the  field,  to 
make  changes  in  person's  records,  to  change  their— such  things  as 
their  place  of  address,  something  like  that.  We  are  creating  more 
overpayment,  too. 

So  we  are  collecting  it  but  we  are  also  creating  it.  So  it  won't  go 
from  1.9  to  1.4  this  year,  but  I  am  hopeful  we  will  be  able  to 
squeeze  that  figure  down  substantially  and  improve  our  debt  collec- 
tion activity. 

CHILD  SUPPORT  ENFORCEMENT 

Mr.  Porter.  Let  me  ask  about  the  child  enforcement  support  pro- 
gram and  what  luck  you  are  having  in  that  and  what  the  prospects 

are. 

Mr.  Svahn.  Let  me  briefly  comment  on  that  and  I  will  ask  Fred 
Schutzman,  the  Deputy  Director  of  the  Office  of  Child  Support  En- 
forcement, to  follow  up  on  it.  As  you  know,  in  addition  to  being  the 
Commissioner  of  Social  Security  I  am  also  the  Director  of  the 
Office  of  Child  Support  Enforcement  which  is  a  separate  organiza- 
tion, and  we  are  requesting  a  separate  approriation  this  year. 

The  Child  Support  Enforcement  Program  I  believe  is  an  excel- 
lent example.  It  got  started  in  1975.  Over  the  past  seven  years  it 
has  had  a  lot  of  growing  pain.  It  is  making  some  significant  inroads 
into  the  child  support  enforcement  activity  but  it  has  reached  a 
point  where  we  believe  it  needs  some  changes,  because  now  with 
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the  inertia  that  developed  in  the  system  there  is  no  real  incentive 
for  states  to  increase  their  support  collections  and  there  is  more  in- 
centive for  them  to  increase  their  administrative  claiming,  if  you 
will.  It  is  not  related  to  the  amount  of  collection  they  do. 

So  we  have  made  some  proposals  for  restructuring  of  the  financ- 
ing of  that  program.  But  in  the  main  I  think  it  is  an  excellent  pro- 
gram.  Fred? 

Mr.  Schutzman.  I  could  add  that  we  think  the  program  is  criti- 
cal for  reducing  or  avoiding  welfare  expenditures  and  also  for  fos- 
tering family  responsiblity.  We  did  note  of  late  that  administrative 
costs  are  exploding  and  collections  are  kind  of  leveling  off.  So  we 
have  made  some  proposals  to  strengthen  the  program  in  the  sense 
of  giving  the  states  more  incentive  to  increase  their  collections  and 
also  to  contain  their  costs. 

Mr.  Porter.  Thank  you  very  much. 

Thank  you  very  much. 

COMBINED  WELFARE  ADMINISTRATION 

Mr.  Natcher.  The  budget  includes  a  proposal  to  consolidate  Med- 
icaid, AFDC  and  Food  Stamp  administrative  costs  into  a  single 
capped  appropriation.  Now  briefly,  Mr.  Commissioner,  why  do  you 
propose  this  capped  appropriation? 

Mr.  Svahn.  Well,  that  is  another  area,  Mr.  Chairman,  where  we 
have  a  little  bit  of  a  dichotomy  as  I  was  mentioning  to  Mr.  Stokes 
earlier. 

We  have  proposed  in  essence  capping  the  administrative  costs 
and  giving  those  to  the  state  and  allowing  them  to  administer  the 
program  with  a  maximum  amount  of  flexibility.  It  is  a  situation 
where  the  administrative  costs  in  those  programs  have  been  ex- 
panding substantially.  It  is  the  Administration's  position  that  we 
should  not  permit  just  an  open-ended  match,  if  you  will,  in  admin- 
istrative costs  and  that  the  states  should  know  how  much  money 
they  have  to  operate  with  and  they  should  be  encouraged  to  make 
efficiency  in  their  program  administration.  And  that  is  the  way  the 
Administration  has  chosen  to  do  it. 

Mr.  Natcher.  Why  are  you  proposing  to  eliminate  the  require- 
ment for  state  matching  of  these  welfare  administrative  costs? 

Mr.  Svahn.  Well,  we  proposed  a  certain  amount  of  money  and  if 
the  states  can  operate  their  programs  within  the  parameters  that 
we  have  set  for  them  in  terms  of  error  rates  and  all  the  other  re- 
quirements existing  and  can  do  it  on  the  amount  of  money  that  the 
federal  government  provides,  then  they  do  in  fact  increase  their  ef- 
ficiency substantially.  I  think  the  states  are  going  to  have  to  con- 
tinue to  put  up  some  of  their  own  money  in  administering  those 
programs.  But  that  is  their  choice. 

CHILD  SUPPORT  ENFORCEMENT 

Mr.  Natcher.  Under  child  enforcement  support  your  budget  pro- 
poses a  new,  separate  account  for  child  support  enforcement.  We 
are  going  to  have  a  consolidated  appropriation  for  welfare  adminis- 
tration. Shouldn't  child  support  be  a  part  of  this  block? 

Mr.  Svahn.  Well  it  could,  Mr.  Chairman.  However,  the  child  sup- 
port program  at  the  federal  level,  by  statute,  is  a  separate  entity, 
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and  a  separate  program  within  the  Department  of  Health  and 
Human  Services.  At  the  local  level  it  is  not  always  the  same  orga- 
nizations that  administer  that  program.  I  could  see  justfication  for 
including  the  administrative  costs  in  that  kind  of  a  cap  and  lump- 
ing it  altogether. 

But  I  think  the  reason  we  proposed  a  separate  appropriation  this 
year  is  to  identify  that  program  as  being  the  child  support  program 
and  giving  it  the  visbility  that  we  think  is  necessary  in  order  to 
effect  the  program  restructuring  approach  we  proposed. 

Mr.  Natcher.  What  is  the  total  and  net  cost  to  the  federal  gov- 
ernment for  child  support  activities  in  1981,  1982  and  1983? 

Mr.  Svahn.  Do  you  have  that?  We  are  losing  money. 

Mr.  Schutzman.  Yes.  1981,  the  loss  to  the  federal  government 
was  $153  million;  1982,  it  is  projected  to  be  $167  million,  in  1983  it 
is  projected  to  be  $191  million.  That  is  current  law,  not  under  pro- 
posed law. 

EVALUATION  OF  CHILD  SUPPORT  PROGRAM 

Mr.  Natcher.  Yes.  Are  you  familiar  with  the  recent  evaluation 
of  the  child  support  program  which  was  submitted  to  the  Commit- 
tee last  month? 

Mr.  Schutzman.  Yes,  I  am.  That  is  the  second  year  evaluation 
done  by  Maximus,  Incorporated. 

Mr.  Natcher.  Yes.  We  will  insert  in  the  record  at  this  point  the 
executive  summary  of  that  study. 

[The  information  follows:] 
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EXECUTIVE  SUMMARY 


This  report  presents  the  findings  of  the  second  year  of 
the  evaluation  of  the  Child  Support  Enforcement  Program.  The 
principal  findings  of  the  second'  year  of  the  evaluation  are 
summarized  below. 

•  Current  projections  indicate  that  without 
intervention  from  OCSE ,  the  IV-D  program  may  begin 
to  fall  short  of  its  financial  objectives  within 
the  next  few  years  .     Not  only  are  net  program 
savings  likely  to  decline,  but  the  deficit  to  the 
federal  government  from  state  and  local  operations 
will  probably  increase  substantially. 

•  Under  the  current  system  of  determining  the  state 
and  local  share  of  collections  and  expenditures, 
state  and  local  IV-D  agencies  are  able  to  achieve 
substantial  gains  at  federal  expense  even  when 
their  programs  are  not  cost-effective. 

•  There  are  a  large  number  of  state  and  local  IV-D 
programs  that  are  not  cost-effective  in  terms  of 
the  ratio  of  IV-D  AFDC  collections  to  IV-D  program 
expenditures.     On  the  other  hand,  a  large  number 
of  local  IV-D  programs  are  highly  cost-ef f eetive . 

•  The  cost-effectiveness  of  state  IV-D  programs  is 
influenced  to  a  great  extent  by  factors  "external" 
to  the  program,  particularly  the  ethnic  and  socio- 
economic characteristics  of  the  AFDC  population  in 
each  state.     However,  strong  management  can 
override  the  influence  of  these  external  factors. 

•  In  regard  to  OCSE's  Return  on   Investment  (ROI) 
Strategy  to  improve  cost-effectiveness,  an 
exclusive  emphasis  on  the  largest  urban  juris- 
dictions may  be  too  restrictive  in  view  of  data 
which  show  that  southern  and  southwestern  states 
generally  have  the  least  cost-effective  programs. 

•  The  emphasis  of  the  ROI  strategy  on  increasing 
collections  rather  than  on  containing  or  reducing 
program  costs  should  also  be  reexamined  in  view  of 
data  which  suggest  that  many  urban  jurisdictions 
are  allocating  substantial  resources  to  processing 
cases  with  little  or  no  collections  potential. 
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•  The  services  required  of  IV-D  AFDC  cases  at  case 
opening  (service  class)  is  an  excellent  predictor 
of  the  collections  potential  of  different  types  of 
cases.     State  and  local  IV-D  agencies  should  be 
able  to  increase  their  cost-effectiveness 
significantly  by  prioritizing  cases. 

•  An  analysis  of  2,369  IV-D  AFDC  cases  in  10  cities 
and  counties  across  the  nation  indicated  that  in 
only  a  very  small  percentage  of  cases  did 
custodial  parents  become  ineligible  for  AFDC  as  a 
result  of  child  support  payments. 

•  In  these  same  10  cities  and  counties,  approxi- 
mately 20%  of  all  AFDC  IV-D  collections  occurred 
without  any  documented  IV-D  services  being 
provided.     These  cases  were  already  paying  child 
support  under  existing  court  orders  and  continued 
to  do  so  under  the  IV-D  program. 

•  In  regard  to  the  IV-D  non-AFDC  program,  it  appears 
that  application  to  the  non-AFDC  program  does  not 
have  a  significant  impact  on  whether  or  not  a  IV-D 
non-AFDC  family  applies  for  public  assistance 
(AFDC,  Medicaid,  or  Food  Stamps). 

•  To  the  extent  that  cost  avoidance  is  achieved  by 
the  non-AFDC  program,  it  occurs  primarily  as  a 
result  of  the  reduction  in  Medicaid  and  Food  Stamp 
benefits  that  takes  place  when  families  regularly 
receive  child  support . 

•  Although  the  non-AFDC  program  results  in  the  type 
of  benefit  reduction  described  above,  it  seems 
likely  that,  in  many  states,  the  cost  of 
administering  the  non-AFDC  program  exceeds  the 
benefit  reductions  that  are  achieved. 

•  A  number  of  states  are  reporting  IV-D  non-AFDC 
collections  that  may  be  unrelated  to  the  IV-D 
program.     The  FY  1980  reported  national  total  of 
$874  million  may  be  several  hundred  million 
dollars  in  excess  of  actual  non-AFDC  collections 
directly  attributable  to  IV-D  program  services  . 

Additional  findings  are  summarized  in  Section  A,  Summary 
of  Principal  Findings  in  Chapters  II,   III,   IV,  and  V.  Chapter 
VI  presents  our  recommendations  for  increasing  the 
cost-effectiveness  of  the  IV-D  program.     In  the  third  year  of 
the  study  we  will  continue  to  assess  the  findings  presented  in 
this  report . 
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Mr.  Natcher.  What  was  the  total  cost  of  doing  this  evaluation 
study? 

Mr.  Montell.  $830,000  over  a  period  of  three  years. 
Mr.  Natcher.  This  study  has  been  in  the  works  now  for  how 
long;  three  years? 
Mr.  Montell.  Yes,  sir. 

Mr.  Natcher.  The  bottom  line  of  this  study  appears  to  be  that 
under  current  law,  the  federal  government  will  always  be  in  a  posi- 
tion of  spending  more  administrative  funds  to  collect  these  pay- 
ments, than  it  will  ever  realize  in  actual  collections.  It  also  appears 
that  within  a  few  years  this  negative  cost  benefit  ratio  will  apply  to 
the  states  as  well  as  to  the  federal  government.  Is  that  a  fair  de- 
scription of  the  study,  generally? 

Mr.  Schutzman.  That's  one  of  their  conclusions,  yes. 

NATIONAL  COMMISSION  ON  SOCIAL  SECURITY  REFORM 

Mr.  Natcher.  The  1983  budget  indicates  that  you  are  planning 
to  spend  $800,000  for  the  National  Commission  on  Social  Security 
Reform  in  1982.  Can  you  tell  us  now  briefly,  Mr.  Commissioner, 
how  this  Commission  will  work  and  just  how  will  the  funds  be 
spent. 

Mr.  Svahn.  Well,  we  have,  as  you  know,  Mr.  Chairman,  the 
President  called  for  by  executive  order  and  established  the  Nation- 
al Commission  on  Social  Security  Reform,  and  that  commission  has 
members  of  both  Houses  of  Congress,  in  addition  to  members  of  the 
public  on  it.  There  are  no  members  of  the  Administration. 

The  President  did  request,  through  executive  order,  that  the  De- 
partment of  Health  and  Human  Services  should  fund  the  expenses 
of  the  National  Commission  on  Social  Security  Reform.  It  was  our 
belief  that  because  we  are  also  required  to  have  a  Quadrennial  Ad- 
visory Council,  on  Social  Security — we  had  invited  all  members  of 
the  National  Commission  on  Social  Security  Reform  to  also  serve 
as  members  of  the  Quadrennial  Advisory  Council,  although  the  de- 
cision has  not  been  reached  yet  as  to  whether  they  will  serve 
dually — that  basically  where  the  funding  for  the  Commission's  op- 
eration should  come  from  is  the  same  place  where  we  budgeted  for 
the  Advisory  Council — the  limitation  account. 

The  commission  will  hold  meetings  on  a  monthly  basis.  I  am  not 
a  member.  I  did  attend  the  first  commission  meeting  at  the  invita- 
tion of  the  chairman,  Dr.  Alan  Greenspan.  They  will  have  meetings 
on  a  monthly  basis.  Those  meetings  will  be  primarily  in  Washing- 
ton, D.C.  and  they  are  to  look  at  the  wide  range  of  options  that 
may  be  available  to  solve  the  financing  problem,  both  long  range 
and  short  term  problems  of  Social  Security.  They  are  required  to 
report  back  prior  to  December  31  of  this  year. 

Mr.  Natcher.  Is  this  commission  on  independent  agencies  part  of 
the  Social  Security  Administration  or  the  Executive  Office  of  the 
President? 

Mr.  Svahn.  It  is  neither,  Mr.  Chairman.  I  am  not  sure  what  kind 
of  a  legal  structure  it  has.  It  is  not  part  of  the  Social  Security  Ad- 
ministration. I  don't  believe  it  is  part  of  the  Executive  Office  of  the 
President. 
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Mr.  Natcher.  When  you  get  the  transcript  back,  give  us  an 
answer  as  to  where  it  falls. 
[The  information  follows:] 
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NATIONAL  COMMISSION  ON  SOCIAL  SECURITY  REFORM 

The  National  Commission  on  Social  Security  Reform  is  an  independent 
commission  established  by  Executive  Order  No.   12335,  dated  December 
16,   1981,  to  develop  a  realistic,  long-term,  bipartisan  solution  to 
the  financial  problems  facing  the  Social  Security  system.  The 
Executive  Order  creating  the  Commission  is  shown  below: 

EXECUTIVE  ORDER 


NATIONAL  COMMISSION  ON  SOCIAL  SECURITY  REFORM 


By  the  authority  vested  In  ae  as  President  by  the  Constitution 
of  the  United  States  of  America,  and  to  establish,  in  accordance 
with  the  provisions  of  the  Federal  Advisory  Cooaittee  Act,  as 
amended  (5  U.S.C.  App.  Z),  the  National  Commission  on  Social 
Security  Reform,  it  is  hereby  ordered  as  follows: 

Section  1.    Establishment,    (a)    There  is  established 
the  National  Commission  on  Social  Security  Reform.  The 
Commission  shall  be  composed  of  fifteen  members  appointed  or 
designated  by  the  President  and  selected  as  follows: 

(1)  Five  members  selected  by  the  President  from  among 
officers  or  employees  of  the  Executive  Branch,  private  citizens 

of  the  United  States,  or  both.    Not  more  than  three  of  the  members 
selected  by  the  President  shall  be  members  of  the  same  political 
party j 

(2)  Five  members  selected  by  the  Majority  Leader  of  the 
Senate  from  among  members  of  the  Senate,  private  citizens  of 
the  United  States,  or  both.    Not  more  than  three  of  the 
members  selected  by  the  Majority  Leader  shall  be  members  of 
the  same  political  party; 

(3)  Five  members  selected  by  the  Speaker  of  the  Rouse  of 
Representatives  from  among  members  of  the  House,  private  citizens 
of  the  United  States,  or  both.    Not  more  than  three  of  the  ~ 
members  selected  by  the  Speaker  shall  be  members  of  the  same 
political  party. 

(b)    The  President  shall  designate  a  Chairman  from  among 
the  members  of  the  Commission. 

Sec.  2.    Functions,    (a)    The  Commission  shall  review 
relevant  analyses  of  the  current  and  long-term  financial 
condition  of  the  Social  Security  trust  funds;  identify 
problems  that  may  threaten  the  long-term  solvency  of  such 
funds;  analyze  potential  solutions  to  such  problems  that 
will  both  assure  the  financial  integrity  of  the  Social 
Security  System  and  the  provision  of  appropriate  benefits; 
and  provide  appropriate  recommendations  to  the  Secretary  of 
Health  and  Human  Services,  the  President,  and  the  Congress. 

(b)    The  Commission  shall  make  its  report  to  the  President 
by  December  31*  1982. 

Sec.  3.    Administration,     (a)    The  heads  of  Executive 
agencies  shall,  to  the  extent  permitted  by  law,  provide  the 
Commission  such  information  as  it  may  require  for  the  purpose 
of  carrying  out  its  functions. 
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(b)  Members  of  the  Connlssion  shell  serve  without  any 
additional  compensation  for  -their  work  on  the  Commission. 
However,  members  appointed  from  among  private  citizens  of  the 
United  States  may  be  allowed  travel  expenses,  including 

per  diem  in  lieu  of  subsistence,  as  authorized  by  law  for 
persons  serving  intermittently  in  the  government  service 
(5  U.S.C.  5701-5707),  to  the  extent  funds  are  available 
therefor. 

(c)  The  Commission  shall  have  a  staff  headed  by  an 
Executive  Director.    Any  expenses  of  the  Commission  shall  be 
paid  from  such  funds  as  may  be  available  to  the  Secretary  of 
Health  and  Human  Services. 

Sec.  4.    General,    (a)    Notwithstanding  any  other 
Executive  Order,  the  responsibilities  of  the  President  under 
the  Federal  Advisory  Committee  Act,  as  amended,  except  that 
of  reporting  annually  to  the  Congress,  which  are  applicable 
to  the  Commission,  shall  be/performed  by  the  Secretary  of 
Health  and  Human  Services  in'  accordance  with  the  guidelines 
and  procedures  established  by  the  Administrator  of  General 
Services. 

(b)    The  Commission  shall  terminate  thirty  days  after 
submitting  its  report. 


RONALD  REAGAN 


THE  WHITE  ROUSE, 

December  IS,  1981. 
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Mr.  Natcher.  This  commission  was  created  as  we  understand  by 
executive  order  of  the  President  on  December  16,  1981.  No  request 
for  a  supplemental  has  been  received,  no  request  for  reprogram- 
ming  of  funds.  How  do  you  spend  this  money  legally?  Any  money 
you  spend,  how  do  you  do  it  legally? 

Mr.  Svahn.  Well,  Mr.  Chairman,  I  am  under  the  impression  that 
we  have  budgeted  funds  for  the  advisory  council  on  Social  Security 
and  that  we  have  intended  to  appoint  the  members  to  be  the  same 
group. 

Mr.  Natcher.  Suppose  you  do  this,  suppose  you  check  that  now. 
We  have  had  no  request,  nothing  to  our  committee.  You  collect  it 
and  give  us  an  answer  in  the  record. 

[The  information  follows:] 

Funding  for  National  Commission  on  Social  Security  Reform 

The  terms  of  Executive  Order  No.  12335,  dated  December  16,  1981,  which  estab- 
lished the  National  Commission  on  Social  Security  Reform,  provided  that  any  of  the 
expenses  of  the  Commission  shall  be  paid  from  such  funds  as  may  be  available  to 
the  Secretary  of  Health  and  Human  Services. 

The  functions  of  the  Commission  are  to  review  the  current  and  long-term  finan- 
cial condition  of  the  Social  Security  Trust  funds,  identify  problems  that  threaten  the 
long-term  solvency  of  such  funds,  analyze  potential  solutions  that  will  insure  the  fi- 
nancial integrity  of  the  Social  Security  system  and  the  provision  of  adequate  bene- 
fits, and  provide  appropriate  recommendations  to  the  Secretary  of  HHS,  the  Presi- 
dent and  the  Congress. 

Since  these  functions  relate  exclusively  to  the  Social  Security  Program,  it  is  ap- 
propriate to  finance  the  administrative  expenses  of  the  Commission  from  the  Limi- 
tation on  Administrative  Expenses,  which  derives  its  money  from  the  Social  Secu- 
rity Trust  funds,  as  authorized  by  Section  201(g)(1)  of  the  Social  Security  Act. 

Also  the  functions  of  the  Commission  are  similar  to  those  of  the  quadrennial  Ad- 
visory Council,  whose  administrative  expenses  have  been  funded  out  of  our  Limita- 
tion on  Administrative  Expenses  in  the  past. 

SSA's  budget  request  for  the  Limitation  on  Administration  Expenses  account  con- 
tains $425,000  to  fund  expenses  of  the  Commission  in  fiscal  year  1983  and,  through 
reprogramming,  we  expect  to  spend  $800,000  for  the  Commission  in  fiscal  year  1982. 
We  plan  to  obtain  the  $800,000  in  fiscal  year  1982  through  savings  obtained  in  other 
areas,  primarily  due  to  delays  in  funding  the  fisal  year  1982  appropriation.  We 
regret  that  we  did  not  make  a  formal  reprogramming  request  to  the  Committees  for 
fiscal  year  1982,  and  we  understand  the  Committee's  position  that  the  Commission 
is  a  new  activity  whose  1982  funding  should  have  been  cleared  with  the  Committee 
prior  to  incurring  obligations.  In  the  future  we  will  be  more  watchful  of  the  need  for 
formal  reprogramming.  However,  we  wish  to  emphasize  that  there  was  no  intention 
of  misleading,  or  bypassing,  the  Committee  as  demonstrated  by  our  inclusion  of  in- 
formation about  the  funding  of  the  Commission  on  page  252  of  our  budget  justifica- 
tion sent  to  the  Committee  on  February  19,  1982. 

Mr.  Natcher.  As  far  as  the  $800,000  is  concerned,  where  was  it 
transferred  from? 

Mr.  Montell.  Yes,  sir.  It  was  transferred — well,  the  money  came 
from  a  limitation  on  administrative  expenses  account.  If  you  mean 
how  did  we  obtain  the  money,  we  cut  back  in  other  areas  where  we 
had  expected  to  spend  more  money,  but  because  of  the  continuing 
resolutions  and  the  employment  freeze,  we  didn't  have  to  spend 
what  we  thought  we  were  going  to  spend. 

Primarily  in  non-personal  service  areas,  such  as  the  object  class 
for  other  services.  And  in  our  research  programs. 

Mr.  Natcher.  All  right.  Now,  Mr.  Commissioner,  this  concludes 
the  hearing  on  your  present  requests  before  the  committee  except 
for  the  refugee  program  which  we  will  take  up  shortly.  I  and  sever- 
al other  members  of  the  Subcommittee  have  a  number  of  addition- 
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al  questions  which  we  would  like  you  to  answer  for  the  record.  We 
want  to  thank  you  and  your  associates  for  appearing  at  this  time. 
This  has  been  a  good  hearing,  Mr.  Commissioner. 

Mr.  Svahn.  Thank  you,  Mr.  Chairman. 

[The  questions  and  answers  follow:] 
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BUDGET  ESTIMATES  FOR  THE  NATIONAL  COMMISSION 

Mr.  Natcher.     Please  supply  for  the  record  a  complete  budget 
for  this  Commission  including  personnel  and  object  class  schedules 
for  1982  and  1983. 

Mr.  Svahn.     The  information  follows: 

FUNDING  FOR  THE  NATIONAL  COMMISSION  ON  SOCIAL  SECURITY  REFORM 


FY  1982 


FY  1983 


Personnel  Services/Benefits 

Travel  

Rents,   Communications  & 


$255,000 
200,000 


$145,000 
70,000 


Utilities  

Printing  &  Reproduction 
Other  Services  


Consultants  

Supplies  &  Materials 
Equipment  


76,000 
25,000 
110,000 
100,000 
15,000 


38,000 
100,000 
32,000 
25,000 
5,000 


Total 


5,000 
$786,000 


$415,000 


-0- 


Budget  Request 


$800,000 


$425,000 
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PERSONNEL 

Mr.  Natcher.    How  much  money  is  saved  for  each  month  that  a 
hiring  freeze  continues? 

Mr.  Svahn.     I  can  only  give  you  a  rough  idea  of  the  impact  the 
freeze  has  on  monthly  spending. 

Our  budget  request  for  1982  provides  for  a  total  of  75,800 
full-time  permanent  employees.    We  hoped  to  have  about  74,900  of 
these  employees  on-duty  by  the  end  of  February.     Because  of  the 
freeze,  full-time  permanent  employment  actually  amounted  to  74,200 — 
700  less  than  our  February  target.    Assuming  that  the  average  new 
employee  enters  SSA  at  the  GS-5  level,  with  salary  and  benefits  of 
about  $900  per  month,  we  were  saving  roughly  $630,000  per  month  in 
administrative  costs  as  of  the  end  of  February.     It  also  should  be 
noted  that  the  Secretary's  office  granted  us  limited  exceptions  to 
hire  permanent  employees  from  outside  the  Department  for  hearings 
and  appeals  and  systems  work. 

This  is  the  administrative  cost  savings  side.     There  also  is 
the  program  outlay  side  of  the  picture.     These  can  be  instances  in 
which  a  hiring  freeze  saves  administrative  dollars  but  costs  more 
than  it  saves  in  terms  of  higher  error  rates,  unrecognized 
overpayments,  etc.     A  lot  depends  on  how  workloads  are  coming  in. 
If  they  are  at,  or  over  budget,  the  effect  of  a  freeze  can  be  very 
serious.     If  they  are  generally  coming  in  below  estimates  (the 
present  situation)  the  effect  cf  a  freeze  is  mitigated. 

Mr.  Natcher.    We  understand  that  the  freeze  may  be  modified  to 
provide  for  hiring  in  the  lower  grades  only.     What  would  be  the 
impact  of  this  on  SSA? 

Mr.  Svahn.     On  March  8,   1982,  the  Secretary  modified  the  freeze 
to  allow  hiring  of  permanent  employees  at  or  below  the  GS-10 
level.    Exceptions  to  hire  at  higher  grades  are  still  being 
considered  on  a  case-by-case  basis. 

In  terms  of  1982  hiring,  SSA's  most  critical  priorities  fall 
into  four  areas: 

— Hearings  and  appeals 
— Systems 

— Workload  Operations 

— Maintenance  assistance  and  child  support  enforcement  initiatives 

With  limited  exceptions  already  granted  for  hearings  and 
appeals  and  systems,  our  primary  concern  has  been  SSA's  major 
workload  operations  and  the  maintenance  assistance  and  child  support 
enforcement  areas. 

For  the  most  part,  the  recent  modification  to  the  freeze 
alleviates  our  problems  in  workload  operations,  where  we  normally 
hire  below  the  GS-10  level.     The  freeze  modification  will  also  allow 
us  to  use  our  limited  exceptions  for  hearings  and  appeals  and 
systems  more  effectively,  since  all  of  the  hiring  authority 
earmarked  for  these  special  areas  can  be  used  for  higher  graded 
employees — such  as  administrative  law  judges  and  computer  personnel. 
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The  GS-10  limit  does  mean  that  higher  level  hiring  is  still 
restricted  for  hearings  and  appeals  and  systems.    For  maintenance 
assistance  and  child  support  enforcement,  where  we  need  some  people 
at  higher  grade  levels,  our  biggest  problem  is  the  need  for  more 
administrative  funds,  to  be  obtained  through  reprogramming.  To 
date,  the  Office  of  the  Secretary  has  been  reasonable  in  its 
approach  to  exceptions  for  critical  SSA  priorities. 

COMPUTERS  AND  DATA  PROCESSING 

Mr.  Natcher.    How  much  of  the  total  cost  of  the  computer 
modernization  is  for  hardware  procurements? 

Mr.  Svahn.    The  cost  of  computer  hardware  will  be  approximately 
$130  million  or  about  27  percent  of  the  total  cost  of  the 
modernization  plan.    Also,  an  additional  $211  million  will  be 
required  for  support  equipment  such  as  communication  devices, 
terminals,  storage  devices,  etc. 

Mr.  Natcher.    Apart  from  funds  for  the  systems  redesign,  how 
much  money  are  you  spending  for  routine  data  processing  costs  in 
1981  and  1982  and  how  much  do  you  expect  to  spend  in  1983? 

Mr.  Svahn.  In  1981,  we  spent  $294  million  for  routine  data 
processing,  including  telecommunications  (TC),  and  we  expect  our 
expenditures  to  remain  at  approximately  $300  million  in  1982  and 
1983  for  these  activities. 

Mr.  Natcher.  Will  the  installation  of  a  modernized  computer 
system  have  a  significant  impact  on  personnel  requirements  3  or  4 
years  from  now? 

Mr.  Svahn.     Implementation  of  the  Systems  Modernization  Plan 
will  have  a  significant  impact  on  personnel  requirements  in  two 
ways.    First,  the  advanced  technology  that  will  be  put  in  place  will 
require  a  different  skill  mix  in  SSA's  employees.    The  upgrading  of 
skills  can  be  accomplished  through  the  training  of  existing 
personnel  and  the  hiring  of  specialists.     Second,  over  time  the 
number  of  manual  operations  should  decrease.     SSA  has  a  history  of 
productivity  increases  due  to  automation;  and  we  see  productivity 
increases  due  to  the  Systems  Modernization  Plan.    Historically,  many 
of  SSA's  productivity  increases  have  come  about  from  its  ability  to 
avoid  establishing  or  expanding  manual  processes  when  workloads 
increase  or  legislation  requires  a  change  on  SSA's  part.    At  this 
time  we  cannot  determine  what  the  staffing  levels  in  SSA's  manual 
operations  will  be  3  to  4  years  from  now  as  a  result  of  the 
improvements  implicit  in  the  plan.    However,  we  do  expect  the 
productivity  improvements  which  will  be  obtained  from  a  modernized 
computer  system  to  more  than  offset  the  initial  costs. 

Mr.  Natcher.     Does  "the  Plan"  have  to  be  approved  by  other 
Committees  of  Congress? 

Mr.  Svahn.    No.    We  have  briefed  all  appropriate  Congressional 
Committees  and  GSA  prior  to  release  of  the  plan.    We  will  request 
all  funds  to  support  the  plan  through  normal  appropriation 
procedures.    Approvals  for  acquisition  of  hardware  and  software  will 
be  elicited  from  the  General  Services  Administration  in  the  form  of 
Delegations  of  Procurement  Authority  (DPA)  in  accordance  with  the 
Federal  Procurement  Regulations. 
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Mr.  Natcher.    At  last  week's  press  conference  you  mentioned  the 
possibility  of  using  the  Department  of  Defense  model  for  this 
procurement.    Would  you  explain  for  the  Committee  what  you  mean  by 
this? 

Mr.  Svahn.     Since  many  contractors  will  be  working 
independently  on  different  parts  of  our  plan,  we  intend  to  use  a 
system  integration  contractor  in  order  to  assure  that  all  elements 
of  the  plan  are  properly  timed  and  tied  together.     This  is  the 
engineering  approach  that  the  Department  of  Defense  uses  on  its 
large-scale  development  efforts. 

Mr.  Natcher.    Insert  in  the  record  at  this  point  a  short 
summary  of  your  Systems  Modernization  Plan  with  appropriate  budget 
data. 

Mr.  Svahn.    The  summary  follows. 

Summary  of  Systems  Modernization  Plan 

The  SSA  Systems  Crisis 

The  following  plan  will  move  the  Social  Security  data 
processing  system  from  its  current  "survival"  mode  into  a  modern 
system,  which  will  provide  all  services  which  are  required  by  law 
and  necessary  to  serve  the  public. 

Discussion  of  the  Plan 

The  SSA  Systems  Modernization  Plan  has  been  structured  into 
four  programs.    They  are:     Software  Engineering;  Data  Base 
Integration;  Data  Communications  Utility;  and  Capacity  Upgrade. 
Three  distinct  levels  of  results  are  described  for  each  program. 
These  levels  equate  to  the  following  critical  time  periods  of  this 
5-year  plan  for  modernization: 

— Level  1  (First  18  Months)  -  Immediate  actions  are  completed 
which  provide  the  necessary  improvements  in  ADP  capability  and 
capacity  to  enable  SSA  to  survive  its  current  ADP  crisis. 

— Level  2  (Second  18  Months)  -  Having  avoided  disaster,  this 

period  involves  implementing  those  changes  required  to  begin  to 
move  SSA  into  a  modern  data  processing  environment,  paving  the 
way  for  final  transition  to  the  state-of-the-art  operation  of  a 
redesigned  benefit  payment  system. 

— Level  3  (Last  24  Months)  -  Final  integration  activities  result 
in  testing  and  certifying  the  redesigned  system.    This  period 
brings  together  the  completed  increments  of  new  applications 
software,  an  integrated  data  base,  a  communications  utility, 
distributed  processing  and  the  final  hardware  configuration. 

Software  Engineering  Program 

The  main  thrust  of  the  plan  is  the  software  engineering  effort 
which  is  implemented  through  two  major  projects — Software 
Improvement  and  System  Design  and  Development.    The  Software 
Improvement  Project  will  provide  upgraded  performance  for  existing 
computer  programs,  increase  maintainability,  and  prepare  programs 
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for  use  in  system  redesign.    The  System  Design  and  Development 
Project  will  provide  the  requirements  for  system  renewal  and  use 
portions  of  the  improved  system  software  to  satisfy  system 
requirements,  where  possible. 

As  part  of  software  engineering,  a  top-down  functional  analysis 
of  the  SSA  process  will  be  conducted  to  provide  the  framework  for 
the  evolutionary  redesign  of  the  systems.    This  analysis  builds  the 
foundation  for  the  modernization  program,  establishing  the 
requirements  for  improvements  to  the  existing  software. 

Data  Base  Integration  Program 

The  Data  Base  Integration  Program  consists  of  two  major 
pro jects— Data  Administration  and  Data  Management.  Data 
Administration  includes  the  standardization  and  validation  of  data 
elements  and  files  prior  to  their  use  in  the  future  design.  Data 
Base  Management  includes  those  activities  necessary  for  an  orderly 
and  controlled  transition  from  sequential  magnetic  tape  processing 
to  on-line  direct  access  processing. 

Data  Communications  Utility  Program 

The  purpose  of  this  program  is  to  re-engineer  the  SSA  Data 
Acquisition    and  Response  System  (SSADARS)  to  improve  service  to 
field  offices  through  increased  reliability,  flexibility  and 
maintainability . 

Capactity  Upgrade  Program 

Hardware  limitations  at  SSA  not  only  restrain  the  capability  to 
meet  current  production  workloads,  but  also  restrict  efforts  to 
upgrade  software  and  redesign  the  system.    The  three  preceding 
programs  described  planned  activities  to  correct  problems  and  make 
system  improvements  of  a  non-hardware  nature,  which  are 
prerequisites  for  a  modernized  computing  system. 

This  program  addresses  the  capacity  requirements.    Its  three 
major  objectives  are  as  follows: 

1.  To  provide  immediate  increases  in  computing  capacity  to  the 
current  high  priority  programmatic  workloads  and  to  reduce 
today's  processing  backlogs.    This  backlog  has  reached  120,000 
hours. 

2.  To  provide  increases  in  capacity  to  meet  or  exceed  all 
projected  increases  in  workload  demands  for  new  services  and 
changes  in  program  requirements  within  the  next  3  years. 

3.  To  consolidate,  convert  and  replace  computing  components  and 
to  apply  new  technological  advances  in  hardware,  software  and 
data  base  management  together  with  the  expanded  capacity 
needed  to  support  a  new  modern  integrated  beneficiary  system. 

Modernization  Costs 


A  comparison  of  the  current  budget  versus  modernization  cost 
estimates  follows  (see  attached): 
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IMPACT  OF  PROPOSED  LEGISLATION 


Mr.  Natcher.  How  much  of  your  budget  is  dependent  on 
legislative  changes  which  you  are  proposing  in  the  various 
entitlement  acounts? 


Mr.  Svahn.     In  the  SSI  appropriation  we  are  projecting  savings 
of  $78  million  in  FY  1982  and  $256  million  in  FY  1983  as  a 
consequence  of  legislative  changes.     In  the  Assistance  Payments 
appropriation  we  project  savings  of  $201  million  in  FY  1982  and 
$1,155.2  million  in  FY  1983.     In  the  Child  Support  Enforcement 
appropriation,  we  project  savings  of  $145  million  in  FY  1983.  The 
same  child  support  enforcement  legislative  changes  account  for 
$35  million  of  the  $201  million  savings  in  FY  1982  in  the  Assistance 
Payments  appropriation  because  Child  Support  State  and  Local 
Administrative  Costs  are  still  funded  from  the  Assistance  Payments 
account  in  FY  1982.    The  request  for  the  Combined  Welfare 
Administration  appropriation  includes  $259  million  in  projected 
FY  1983  savings  from  legislation  to  cap  the  State  and  Local 
administrative  expenses  of  the  AFDC  and  Medicaid  programs. 


Mr.  Natcher.     Insert  in  the  Record  at  this  point  a  complete 
list  of  your  legislative  proposals  with  the  cost  or  savings 
associated  with  each. 


Mr.  Svahn.    The  information  follows: 


Supplemental  Security  Income  Appropriation: 

Current  law  appropriation  request   $9,253,495,000 

Impact  of  legislative  changes: 

FY  1982  FY  1983 

— Prorate  first  month's  benefit 

based  upon  date  of  application   -$10,000,000  -$40,000,000 

— Round  SSI  payment  standard  and 

benefit  amount  to  next  lower  dollar..  -3,000*000  -20,000,000 
— Determine  permanent  disability  on 

prognosis  of  at  least  24  months 

duration   -5,000,000  -45,000,000 

— Ensure  that  definition  of  permanent 
disability  is  based  on  preponderance 

of  medical  factors   -10,000,000  -75,000,000 

— Eliminate  $20  disregard  for  new 

recipients     -15,000,000 

— Cross  program  recovery  of  SSI 

overpayments  from  OASDI  benefit 

payments     -16,000,000 

— Coordination  of  SSI  with  OASDI  cost- 
of-living  adjustment  under  retro- 
spective budgeting   50,000,000  -45,000,000 

Subtotal,  legislative  changes   -$78,000,000  -$256,000,000 

— Reduction  in  borrowing  from  1983 
appropriation  due  to  FY  1982 

legislative  change  savings     -78,000,000 

Total,  FY  1983  appropriation 

request  in  President's  budget   $8,919,495,000 
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Assistance  Payments  Appropriations; 

Current  law  appropriations  request   $9,538,676,000 

Impact  of  legislative  changes: 

AFDC  (Including  Child  Support  Collections) 

FY  1982  FY  1983 

— Require  that  all  States  establish 
community  work  experience  programs 

(CWEP)   -$6,000,000  -$49,000,000 

— Require  that  all  employable  adults 
in  families  applying  for  assistance 
seek  employment  during  period  when 

application  is  pending   -35,000,000  -145,000,000 

FY  1982  FY  1983 


■No  longer  pay  benefits  under 
optional  unemployed  parent  program 
unless  principal  wage  earner  in  a 
family  is  participating  in  a 
community  work  experience  program 
(CWEP)  or  the  work  incentive  (WIN) 

program   -23,000,000  -86,000,000 

•Remove  parent  from  assistance  unit 

for  refusing  work     -1,000,000 

■Exclude  the  needs  of  an  employable 
parent  (or  other  caretaker  relative) 
in  AFDC  benefit  calculation  when  the 

youngest  child  reaches  age  16   -12,000,000  -47,000,000 


— Prorate  the  shelter  and  utilities 
portion  of  the  AFDC  grant  for 
families  living  in  a  larger  household 
so  that  the  AFDC  grant  recognizes  the 
reduced  level  of  need  when  living 
expenses  are  shared  with  other 

household  members   -45,000,000  -174,000,000 


— Require  States  to  count  as  income, 
energy  assistance  benefits  which 
duplicate  amounts  of  aid  for 
heating  or  cooling  in  the  State's 

payment  standard     -175,000,000 


Include  a  portion  of  the  income  of 
all  unrelated  adults  living  with  an 
AFDC  family  (except  tenants)  in 
determining  the  family's  eligibility 

for  assistance   -20,000,000  -69,000,000 
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— Include  needs  and  income  of  all 
related  children  (except  SSI 
disabled  children)  in  determining 
AFDC  eligibility  and  benefit 

payments   -16,000,000  -63,000,000 

— Eliminate  AFDC  benefit  when 

eligibility  is  based  solely  on  an 
absent  parent  who  is  on  active  duty 
in  the  military  service  

— Round  AFDC  benefits  to  next  lower 
dollar  •  

— Prorate  the  amount  of  the  first 
AFDC  check  from  the  effective  date 
of  the  application  


-4,000,000  -16,000,000 


■2,000,000  -10,000,000 


-3,000,000  -14,000,000 


FY  1982  FY  1983 


-Phase  in  elimination  of  Federal 
matching  of  AFDC  benefit  payments 
made  in  error  by  FY  1986.  In 
FY  1983  the  error  rate  tolerance 
will  be  3  percent  and  will  continue 
to  decline  by  1  percent  per  year, 
until  zero  percent  tolerance  is 
reached  in  FY  1986.    This  proposal 
also  applies  to  Medicaid  and  food 
stamps  and  supersedes  the  Michel 

Amendment  beginning  w^^FY  1983     -234,000,000 

-Require  military  service  personnel 
to  make  allotments  for  child  support 

payments   - —  -7,000,000 

-Require  military  service  personnel 
to  be  available  for  paternity  and 

child  support  hearings     1,000,000 

-Require  military  service  personnel 
to  be  available  for  paternity  and 

child  support  enforcement  purposes...  — -  -1,000,000 

-Eliminate  double  payment  received 
by  AFDC  families  when  they  become 
ineligible  for  continued  assistance 

because  of  child  support    •  -3,000,000 

Subtotal,  AFDC  provisions   -166,000,000  -1,095,000,000 

-Eliminate  optional  Emergency 
Assistance  program  in  this  account 
(these  activities  will  be  combined 
with  the  Low  Income  Home  Energy 
Assistance  program  in  the  new 
Energy  and  Emergency  Assistance 

program)     -60,200,000 
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■Restructure  funding  of  the  Child 
Support  Enforcement  program  to 
improve  cost  effectiveness  and 

provide  performance  awards   -25,000,000  J7 

■Revised  the  method  by  which  States 
recover  costs  for  the  administration 
of  the  nonAFDC  Child  Support  Enforce- 
ment program   -10,000,000   lJ_ 


Subtotal,  legislative  changes   -201,000,000  -1,155,200,000 

\J  In  FY  1983,  the  impact  of  these  proposals  effects  the  Child 
Support  Enforcement  Appropriation. 

FY  1982  FY  1983 

— Reduction  in  borrowing  from  1983 
appropriation  due  to  FY  1982 

legislative  change  savings     -$201,000,000 

Total,  1983  appropriations  request 

in  President's  budget   $6,182,476,000 

Child  Support  Enforcement  Appropriation; 

Current  law  appropriation  request   $533,377,000 

—Restructure  funding  of  the  program 
to  improve  cost  effectiveness  and 

provide  performance  awards   -100,000,000 

— Revise  the  method  by  which  States 
recover  costs  for  the  administra- 
tion of  the  AFDC  portion  of  the 

program   -45,000,000 

Subtotal,  legislative  changes   -$145,000,000 

Total,  FY  1983  appropriation 

request  in  President's  budget   $408,377,000 

Combined  Welfare  Administration: 

—Limit  funding  for  State  and  local 
admins t rat ive  costs  of  the  AFDC  and 
Medicaid  programs  to  95  percent  of 

the  1982  level   -$259,000,000 
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BORROWING  AUTHORITY 

Mr.  Natcher.     The  budget  amends  the  so-called  borrowing 
authority  language  in  the  Black  Lung  and  Supplemental  Security 
Income  Program.    Why  are  you  proposing  for  the  first  time  to  limit 
this  authority  to  the  current  fiscal  year? 

Mr.  Svahn.     As  previously  worded,  the  borrowing  authority  was 
open-ended.     The  borrowing  provision  for  both  the  Black  Lung  and 
Supplemental  Security  Income  appropriations  had  a  specific  beginning 
date,  but  no  closing  date  or  other  time  limit  for  its 
applicability.    Worded  in  such  a  manner,  the  language  could  have 
been  interpreted  to  remain  in  effect  beyond  the  close  of  the  fiscal 
year.    We  think  that  the  language  is  too  open-ended,  therefore  we 
proposed  the  change  to  make  it  clear  that  the  borrowing  authority 
applies  only  to  costs  incurred  for  the  current  fiscal  year. 

Mr.  Natcher.    What  would  happen  under  this  change  if  an 
appropriation  bill  for  SSI  and  Black  Lung  were  delayed  until  several 
weeks  into  the  new  fiscal  year? 

Mr.  Svahn.    As  previously  worded,  the  appropriation  language 
had  been  interpreted  to  serve  as  legal  support  or  authority  to  fund 
SSI  and  Black  Lung  benefit  payments  during  a  period  of  lapsed 
appropriations  at  the  beginning  of  a  new  fiscal  year.    Under  the 
proposed  language  change,  the  consequence  of  a  lapsed  appropriation 
would  have  to  be  dealt  with  beginning  with  the  first  day  of  the  new 
fiscal  year.    No  SSI  or  Black  Lung  obligations  incurred  on  or  after 
the  first  day  of  the  new  fiscal  year  could  be  honored  until 
appropriations  were  enacted. 

LEGISLATIVE  CHANGES  IN  THE  LIMITATION  ACCOUNT 


Mr.  Natcher.     The  Limitation  account  includes  a  whole  series  of 
legislative  changes  which,  as  you  know,  are  not  germaine  to  the 
appropriation  bill  and  are  not  permitted  under  the  House  rules.  Each 
provision  overrides  a  provision  of  the  Social  Security  Act.  Why 
have  these  changes  been  submitted  to  our  Committee? 

Mr.  Svahn.     The  changes  proposed  in  the  appropriation  language 
for  the  Limitation  on  Administrative  Expenses  would  accomplish  the 
f ol lowing : 

— Eliminate  the  requirement  that  the  Social  Security  Administration 
(SSA)  pay  for  medical  evidence  of  record  in  title  II  disability 
claims ; 

— Eliminate  the  requirement  that  SSA  provide  denial  notices  contain- 
ing personalized  information  to  denied  disability  claimants; 

— Eliminate  the  service  SSA  has  provided  in  the  past,  of  setting 
attorney  fees  on  a  case-by-case  basis,  and  deducting  those  fees 
from  benefit  payments  without  charge  to  attorneys  who  successfully 
represent  claimants  in  appeals  of  Social  Security  claims;  and 

— Eliminate  the  requirement  that  SSA  increase  the  level  of  its  re- 
view of  State  disability  allowances  from  35  percent  in  1982  to 
65  percent  in  1983. 
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These  changes  are  cost  saving  measures  that  permit  administra- 
tive resources  to  be  concentrated  on  higher  priority  work.     The  amount 
requested  for  the  Limitation  account  for  FY  1983,   $3-, 406 , 451  , 000 , 
reflects  a  savings  of  $58.9  million  from  the  elimination  of  these 
requirements.     Although  we  would  prefer  that  the  changes  be 
accomplished  through  substantive  legislation,  we  have  proposed  these 
appropriation  language  changes  to  accomplish  the  same  purposes,  in 
the  event  that  the  substantive  legislation  is  not  enacted  in  time  to 
save  FY  1983  administrative  costs. 

Mr.  Natcher.     Will  these  legislative  changes  also  be  submitted 
to  the  authorizing  Committees? 

Mr.  Svahn.     We  support  making  the  proposed  changes  through 
substantive  legislation,  and  have  asked  that  legislation  be  submitted 
to  the  authorizing  Committees. 

COMBINED  WELFARE  ADMINISTRATION 

Mr.  Natcher.    What  impact  do  you  expect  from  your  proposal 
to  reduce  Federal  support  for  welfare  administrative  costs  by  $259 
million?    We  are  particularly  concerned  about  what  might  happen 
to  a  number  of  management  reforms  such  as  the  effort  to  automate 
the  eligibility  and  claims  payment  systems .    What  will  happen  to 
these  initiatives? 

Mr.  Svahn.     With  respect  to  the  initiative  to  encourage 
automation  of  the  eligibility  determination  system  for  the  Aid  to 
Families  with  Dependent  Children  Program,  we  feel  that  it  is  more 
evident  than  ever  before  that  automated  systems  will  improve  the 
administration  of  the  program  and  assist  in  the  reduction  of  fraud, 
abuse  and  waste. 

State  agencies  recognize  the  need  to  automate  and  should  continue 
to  do  so,  particularly  if  they  expect  to  achieve  the  reduction  in 
error  rates  which  we  are  proposing. 


Mr.  Natcher.    Have  the  funds  for  the  food  stamp  activities  under 
this  new  block  grant  been  requested  in  the  Department  of 
Agriculture's  budget? 


Mr.  Svahn.    The  total  budget  request  for  Fiscal  Year  1983  for 
the  Combined  Welfare  Administration  is  $2,181  million.    Of  this 
amount  $526  million  is  requested  in  the  Department  of  Agriculture's 
Fiscal  Year  1983  budget  request  and  the  balance,  $1,655  million,  is 
requested  in  the  Social  Security  Administration  budget  request. 
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AFDC  ERROR  RATE  PROPOSAL 

! 

Mr.  Natcher.    Would  you  describe  for  the  Committee  your  proposal 
j   to  reduce  the  error  rate  tolerance  under  the  AFDC  program  from  4 
percent  to  3  percent? 


Mr.  Svahn.     Currently,  under  the  Michel  Amendment ,  States  are 
j  required  to  reduce  their  AFDC  payment  error  rates  to  4  percent  by 
!  September  30,  1982.     States  were  to  have  progressed  towards  this  goal 

from  a  base  period  error  rate  in  equal  amounts  each  year  beginning 

with  FY  1980. 


Our  proposal  would  phase-out  by  FY  1986  matching  for  all  AFDC 
benefit  payments  made  in  error.    We  would  begin  this  phase-out  by 
reducing  the  error  tolerance  rate  to  3  percent  for  Fiscal  Year  1983; 
thereby  superceding  the  Michel  Amendment  target  of  4  percent  for 
Fiscal  Year  1983.    Each  year  thereafter,  the  error  rate  tolerance 
would  be  reduced  1  percent  until  it  reached  zero  for  Fiscal  Year  1986 
and  all  subsequent  fiscal  years.    This  proposal  would  apply  to  AFDC, 
Food  Stamps  and  Medicaid  . 


Under  this  proposal,  payments  will  be  made  to  each  State  based 
on  the  difference  between  the  error  rate  tolerance  and  the  State's 
expected  error  rate.    Adjustments  will  be  made  when  the  actual  error 
rate  is  determined. 


There  is  no  rationale  for  federal  financing  of  payments  to 
|  ineligibles  or  overpayments  in  State  administered  programs.  The 
|  State  Agencies  should  have  full  responsibility  for  the  administration 
I  of  the  program  and  strong  incentives  should  be  established  to  improve 
j  administration  and  to  reduce  errors, 
i 

i 

Mr.   Natcher.     According  to   the  justification  you 
expect  changes   in  the  AFDC  program  last   summer   to  make 
j  progress  on  error  rates  very  difficult.     Now  you  are 
j  also  proposing  to  cut   federal   support   for  State 
efforts   to  improve  program  administration.     How  do  you 
defend  a   proposal   to   cut   support   and  increase 
performance  requirements  at   the   same  time? 

Mr.    Svahn.      Our   proposal   to   cap  administrative 
j  expenses   at   95  percent  of  the  FY  1982  level  will  improve 
program  administration.      Eliminating   the  current 
practice  of  matching  State   and   local   costs   on  an  open- 
ended  basis  will  provide  a   strong  incentive   for  States 
( to   increase  administrative  efficiency  and  improve 
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program  operation.     The  closure  of  an  estimated 
100,000  cases   from  proposed  changes   in  eligibility  and 
the  diversion  of   150,000  applicant  cases  under 
mandatory  job  search  will  reduce  administrative  costs. 
In   addition,    States   will   benefit    from  the  Combined  Welfare 
Administration  approach,  due  to  the  reduction  in  burdensome  report- 
ing and  cost  allocation  requirements  involving  three  Federal 
agencies  that  are  presently  imposed  on  them. 

With  regard  to   State  agency  performance 
requirements,    the   Federal   Government  should  not  be 
participating  in  payments   to   ineligibles  and 
overpayments   for  any  reason.     The  State-administering 
agencies  should  have  full  responsibility  for  these 
errors  and  our  proposal  will  provide   incentives  to 
improve  administration  and  to  reduce  errors. 


MAXIMUS  EVALUATION 

Mr.  Natcher.    Let  me  read  to  you  several  statements  from  the 
study  and  ask  you  what  conclusion  you  think  we  should  draw  from 
them. 

*  There  are  a  large  number  of  State  and  local  IV-D  programs  that 
are  not  cost-effective  in  terms  of  the  ratio  of  collections  to 
program  expenditures. 

Under  the  current  system  of  determining  the  State  and  local 
share  of  collections  and  expenditures,  State  and  local  agencies  are 
able  to  achieve  substantial  gains  at  Federal  expense  even  when  their 
program  are  not  cost-effective.  " 

Mr.  Svahn.    Yes,  there  are  a  large  number  of  State  and  local 
IV-D  programs  that  are  not  cost-effective  in  terms  of  the  ratio  of 
AFDC  collections  to  program  expenditures.    The  IV-D  program  as  a 
whole  has  produced  net  savings  each  year.    However,  while  the  States 
achieve  significant  savings,  a  Federal  Government  deficit  occurs 
just  as  regularly  because  the  Federal  Government  receives  only  about 
37  percent  of  AFDC  collections  but  makes  incentive  payments  to  the 
States  and  reimburses  them  for  75  percent  of  their  AFDC  and  non-AFDC 
administrative  expenditures.     Such  disparity  in  the  program  savings 
between  the  Federal  and  State  governments  and  the  trend  toward  an 
ever  larger  Federal  deficit  supports  a  revamping  of  the  IV-D  program 
funding  structure.    The  restructuring  would  emphasize  strengthening 
the  program  by  linking  funding  to  performance  and  would  financially 
reward  improving  cost-effectiveness  and  increased  collections. 
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Mr.  Natcher.     In  regard  to  the  non-AFDC  program,  it  appears 
that  application  to  the  non-AFDC  program  does  not  have  a  significant 
impact  on  whether  or  not  a  family  applies  for  public  assistance.  ;/ 

Mr.  Svahn.     The  Maximus  evaluation  statement  is  based  on  a 
broad  definition  of  public  assistance  including  Medicaid  and  Food 
Stamps.     From  a  methodological  standpoint,  the  study  categorized 
cases  at  the  time  of  application  and  failed  to  examine  the 
fluctuating  nature  of  the  need  for  assistance,  such  as  the 
regularity  and  consistency  of  child  support  payments.  Collections, 
for  example,  frequently  do  not  begin  fast  enough  to  keep  cases  off 
the  welfare  rolls. 

Mr;  Natcher. vV  Approximately  20  percent  of  all  AFDC  IV-D 
collections  occurred  without  any  documented  IV-D  services  being 
provided.    These  cases  were  already  paying  child  support  under 
existing  court  orders  and  continued  to  do  so  under  the  IV-D  program.^ 

Mr.  Svahn.    Any  IV-D  case  having  a  valid  application  receives 
some  services.    Granted  varying  levels  of  service  are  provided 
depending  on  the  needs  of  the  individual  case.    At  a  minimum  all 
cases  must  be  monitored  for  current  and  regular  activity. 

Mr.  Natcher.  xV Current  projections  indicate  that  the  IV-D 
program  may  begin  to  fall  short  of  its  financial  objectives  within 
the  next  few  years.    Not  only  are  net  program  savings  likely  to 
decline,  but  the  deficit  to  the  Federal  Government  from  State  and 
local  operations  will  probably  increase  substantially. 

Mr.  Svahn.    Yes,  current  projections  of  IV-D  program  savings 
indicate  that  the  Federal  deficit  will  increase  substantially  while 
the  States  will  receive  an  increasing  share  of  the  savings.    This  is 
illustrative  of  the  illogical  nature  of  the  current  financing 
structure.     State  and  loal  governments  significantly  benefit  while 
the  Federal  Government  loses.    There  is  a  necessity  to  restructure 
the  basic  funding  of  the  IV-D  program  while  providing  rewards  to 
States  to  increase  collections,  improve  cost  effectiveness,  and 
realize  social  benefits. 


NEW  LEGISLATION 

Mr.  Natcher.  Will  the  new  legislation  which  you  are  proposing 
guarantee  that  the  Federal  Government  at  least  breaks  even  on  child 
support  enforcement  expenditures? 

Mr.  Svahn.    Although  we  cannot  guarantee  that  the  Federal 
Government  will  break  even,  the  goal  of  the  restructuring  proposal 
is  to  strenghten  the  Child  Support  Enforcement  Program  and  improve 
cost-effectiveness.     As  these  objectives  are  achieved  and  increasing 
numbers  of  State  programs  become  cost-effective,  the  program  may 
cease  to  be  a  net  cost  to  the  Federal  government  while  providing  the 
States  with  growing  revenues.    The  FY  1983  President's  Budget  moves 
decisively  in  this  direction  by  reducing  the  projected  deficit  to 
$34  million  after  enactment  of  all  proposed  legislation  directly 
impacting  the  CSE  program. 
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Mr.  Natcher.    Will  your  legislation  limit  Federal  assistance  to 
State  programs  with  a  record  of  cost-effectiveness? 

Mr.  Svahn.    No,  the  new  financing  structure  is  designed 
primarily  to  reward  States  which  operate  cost-effective  programs. 
The  proposal  will  financially  benefit  States  which  operate  cost- 
effective  programs  and  not  arbitrarily  limit  payments  to  these 
States. 

Mr.  Natcher.    Does  the  Department  have  a  mechanism  currently  in 
place  to  determine  which  State  programs  are  and  are  not  cost- 
effective? 

Mr.  Svahn.    Yes,  we  define  a  State  as  cost-effective  when  total 
collections  it  makes  on  behalf  of  families  receiving  AFDC  benefits 
exceed  the  State's  administrative  expenses  for  operating  its  total 
Child  Support  Enforcement  program. 

CONTINUATION  OF  CSE  PROGRAMS 

Mr.  Natcher.    Have  the  good  Child  Support  Enforcement  Programs 
become  sufficiently  established  that  they  would  be  continued  with  or 
without  Federal  support? 

Mr.  Svahn.    We  believe  that  if  the  present  Federal  financing 
were  discontinued,  within  the  context  of  the  present  AFDC  program, 
surely  the  very  best  state  child  support  programs  would  be 
continued.     Prior  to  the  enactment  in  1975  of  Federal  IV-D 
legislation,  very  few  States  had  effective  child  support  programs. 
Through  Federal  involvement  we  have  been  able  to  increase  the  number 
of  these  effective  programs,  and  our  refinancing  proposal  is 
designed  to  greatly  increase  the  number  and  cost-effectiveness  of 
such  programs . 

SSA/GSA  PROBLEM  WITH  SPACE  AND  FACILITIES 

Mr.  Natcher:     Last  year  as  you  may  recall  this  Committee  proposed 
that  Social  Security  be  delegated  direct  authority  to  lease  and  manage 
facilities  for  your  district  and  branch  offices.     This  proposal  was 
withdrawn  after  an  agreement  was  reached  with  GSA  to  improve  their 
services  to  your  agency.     What  can  you  tell  us  about  the  success  or 
failure  of  this  new  effort? 

Mr.  Svahn.     As  you  have  indicated,   in  September  1981,   the  House 
Appropriations  Committee  in  its  report  on  1982  HHS  Appropriations 
directed  the  Administrator  of  GSA  to  delegate  to  HHS  full  authority 
to  acquire,  alter  and  maintain  leased  space  for  SSA  field  offices, 
and  to  transfer  to  HHS  those  assets,   including  positions  and  essential 
records  related  to  space  occupied  by  these  offices.     But,  on 
October  2,   1981,  the  Administrator  of  GSA  made  a  commitment  to  Con- 
gress that  he  would  undertake  a  priority  effort  to  satisfy  the  out- 
standing space  needs  of  SSA,  and  in  October  1981,  the  full  House 
deleted  the  language  which  would  prohibit  transfer  of  funds  to  GSA 
for  SSA  field  office  space  after  March  31,  1982  on  the  basis  of  an 
agreement  between  the  Administrator  and  myself. 
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GSA,  HHS  and  SSA  agreed  to  work  together  to  satisfy  the  backlog 
of  primary  SSA  actions  by  October  1,  1982,  and  to  complete  all  new 
space  requests  within  190  to  265  days  so  that  a  backlog  will  not 
develop  again.     The  table  below  reflects  the  progress  of  this  joint 
effort. 


Progress  on  Backlog  of  SSA  Field  Space  Requests 


Pending  as  of  October  1,  1979   446 

Pending  as  of  October  1,  1980   505 

Pending  as  of  October  1,  1981   451 

Pending  as  of  February  28,  1982   394 

Action  Since  October  1,  1981 

o  Cases  pending  October  1,  1981   451 

Changes : 

— Space  occupied  (e.g.,  SSA  agreed  to  renewal 
of  lease  or  SSA  offices  relocated  to  new 

space)   -163 

— Cance  1  la  t  ions   -58 

— Other  changes   -5 

Subtotal,  cases  still  pending  as  of 

February  28,  1982   225 

o  New  cases  submitted  by  S&A  since  October  1,  1981.  225 
Changes : 

— Space  occupied   -48 

— Cancellations   -8 

Subtotal,  new  cases  still  pending  as  of 

February  28,  1982   169 

o  Total  backlog  of  cases  as  of  February  28,  1982...  394 


More  specifically,  the  following  actions  have  taken  place: 

o  Space  Acquisition  Teams  are  in  place  in  each  region,  current- 
ly composed  of  63  personnel  from  GSA,  HHS  and  SSA  who  are 
solely  dedicated  to  obtaining  space  for  SSA. 

o  HHS,  SSA  and  GSA  have  agreed  on  what  the  outstanding  backlog 
of  space  requests  is. 

o  An  informal  appeals  process  has  been  established  to  resolve 
any  misunderstandings  concerning  space  solutions  and/or 
suitability. 

o  Milestones  have  been  established  for  monitoring  each  space* 
request  as  it  goes  through  the  process  necessary  to  achieve 
occupancy  by  SSA. 
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o  GSA,  HHS  and  SSA  have  each  appointed  a  senior  official  to 

coordinate  and  manage  the  effort.     These  officials  have  visit- 
ed the  regional  offices  of  the  three  agencies  to  direct  their 
attention  to  the  importance  of  this  effort.     These  officials 
will  visit  the  regions  again  over  the  next  2  weeks  to  bring 
deficiencies  and  problems  to  the  attention  of  the  regional 
officials  and  to  give  each  Space  Acquisition  Team  the  schedule 
it  must  meet  in  order  to  work  off  the  original  backlog  and 
keep  current  on  new  requests. 

Mr.  Natcher:     How  many  requests  are  currently  pending  for  new  or 
expanded  space  compared  to  a  year  ago? 

Mr.  Svahn.     There  are  394  requests  pending  as  of  the  end  of 
February  1982  for  SSA  field  office  space.     One  year  ago,  there  were 
430  such  requests. 

Mr.  Natcher.     How  many  of  the  requests  currently  pending  are 
more  than  2  years  old  compared  to  a  year  ago? 

Mr.  Svahn.     Of  the  requests  currently  pending,   there  are  57  that 
are  more  than  2  years  old.     One  year  ago,  there  were  170  such  requests. 

Mr.  Natcher.     What  is  the  average  amount  of  time  necessary  to 
process  a  space  request  today  compared  to  a  year  ago? 

Mr.  Svahn.     The  average  amount  of  time  necessary  to  process  a 
space  request  today  is  530  days,  although  this  should  improve  as  the 
backlog  of  cases  pending  October  1,   1981  is  reduced  and  new  cases  are 
processed  within  the  190-265  day  time  frame. 

One  year  ago,  the  average  time  necessary  was  about  550  days. 

Mr.  Natcher.     Insert  in  the  record  at  this  point  if  you  will  a 
series  of  charts  showing  the  history  of  these  space  problems  over  the 
last  5  years.     Include  data  if  you  will  on  the  number  of  requests 
pending,  number  over  2  years  old  and  average  processing  time. 

Mr.  Svahn.     We  are  providing  for  the  record  the  information  we 
have  available  on  the  history  of  SSA's  field  space  problems  over 
the  last  several  years. 


Period  Ending 


Number 
of  Space 
Actions 
Pending 


Number  of 
cases  over 
2  years  old 


Average  Age  of 
Pending  Cases 
at  Time  of 
Award  V 


September  30,  1977.. 
September  30,  1978.. 
September  30,  1979. . 
September  30,  1980. . 
September  30,  1981 .  . 
February  28,  1982... 


2/ 
392 
446 
505 
451 
394 


2/ 
2/ 

2/ 
2/ 
161 
57 


1,054 
530 


258 
306 
500 
567 


1/  Represents  the  average  age  of  pending  cases  awarded  in  the  month 
shown . 

2/  Information  not  available. 


93-481    0—82  40 
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PURCHASE  CONTRACT  AGREEMENTS 

Mr.  Natcher.    According  to  the  information  in  the 
justification,  the  1982  and  1983  payments  under  your  purchase 
contract  agreements  are  being  increased  significantly  above  the 
levels  originally  anticipated.    What  is  the  extent  of  this  problem 
and  why  is  it  happening? 

Mr.  Svahn.    In  May  1980  GSA  estimated  that  the  purchase 
contract  payment  due  in  FY  1982  would  be  $24,591,000.    This  amount 
was  used  in  our  FY  1982  budget  request.     In  October  1981  GSA 
estimated  that  the  payment  due  in  FY  1982  would  be  $36,904,000. 
This  is  $12,313,000  higher  than  the  level  budgeted  for  FY  1982.  In 
response  to  an  SSA  inquiry  about  the  wide  variance  in  its  estimates 
for  FY  1982,  GSA  told  us  that  the  unforeseen  increase  in  the 
interest  rates  for  construction  loans  for  the  two  new  headquarters 
buildings  during  the  last  two  years  was  the  primary  cause  of  the 
increase  in  purchase  contract  payments.    GSA  has  estimated  that  the 
purchase  contract  requirements  in  FY  1983  will  be  $40,113,000. 

Mr.  Natcher.    Are  the  payments  for  your  particular  projects 
determined  individually  or  are  they  part  of  a  pool  of  contracts 
managed  by  GSA.     In  other  words  could  these  increases  be  the  result 
of  problems  not  related  to  Social  Security  space? 

Mr.  Svahn.     GSA  says  that  the  purchase  contract  payments  for 
SSA  are  determined  individually.     The  payments  represent  GSA's 
estimate  of  the  amounts  which  will  be  payable  for  principal, 
interest,  taxes,  and  a  small  amount  to  cover  GSA's  costs  associated 
with  private  sector  financing  of  five  SSA  buildings. 

Mr.  Natcher.     Insert  in  the  record  at  this  point  a  more 
detailed  statement  on  the  history  of  payments  under  these  purchase 
contracts  including  any  information  available  on  the  current  cost 
overrun. 

(The  information  follows.) 

SSA  has  several  buildings  constructed  under  the  purchase 
contract  method  of  financing  authorized  by  the  Public  Buildings 
Amendments  of  1982.    Under  this  procedure  a  private  contractor 
builds  a  facility  for  government  use.    Annual  payments  including 
State  and  local  taxes  are  made  for  a  period  of  up  to  30  years  after 
which  the  government  assumes  ownership  of  the  building.  Although 
new  purchase  contract  authority  expired  on  June  30,  1975,  projects 
begun  prior  to  that  date  may  be  continued.    SSA's  completed  projects 
include: 

— Program  service  center  buildings  in  Chicago,  Illinois; 
Philadelphia,  Pennsylvania;  and  Richmond,  California. 

— Headquarters  buildings  in  Woodlawn  (New  Computer  Center)  and  in 
Baltimore  City  (Metro  West  Building). 

SSA  is  responsible  for  making  annual  payments  to  GSA  which 
include  principal,  interest,  State  and  local  taxes  and  GSA's  costs 
for  administering  the  contracts.    GSA  provides  SSA  with  estimates  of 
the  annual  payment  amounts. 
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History  of  Purchase  Payments 

The  table  below  shows  the  purchase  contract  payments  made  for 
the  five  SSA  buildings  from  FY  1975  through  FY  1981  and  the 
estimated  pruchase  contract  payments  for  these  building  in  FY  1982 
and  FY  1983. 

Program  Service  Centers 


Total 
Annual 


GSA 

Fiscal 

Admin . 

Contract 

lear 

Principal 

Interest 

Taxes 

Cr\c  t-  0 

Payments 

1  Q7  ^ 

i  y  /  j  

O  TOO 

ZoD ,  ZZZ 

ic/r  oil 
ZOO , ZZZ 

0,0/0,/ JU 

1     A99  Af~lQ 
1  ,  OZZ , OUy 

1U , uuu , IZo 

4  7?5  000 

1   1 59  485 

56 

5  884  S41 

1,575,000 

0 , DO /  , 0  1 D 

a  nan  aap; 

7  79ft 
/  ,  /  ZU 

1  A    9Q7    ^A  "X 

9    87^  087 
Z , o / 3 , UO / 

Q  1 
y ,  DO  1 

19    1  A=i  7AQ 

1,213,059 

7    A^9    R7  ^ 
/ , OjZ , O / D 

H^A  9^0 
J  ,  U04 , ZDU 

^    A  9  9 
J  ,  4ZZ 

1Z  ,  OOO , DUD 

2,406,707 

8,011 ,402 

2  661  805 

3,799 

13  083  713 

2,662,578 

7^817i255 

2,879,050 

29^161 

13,388,044 

Total  1975 

to  1981... 

8,857,344 

54,458,658 

18,568,956 

51,588 

81,941,546 

1982 

.GSA  estimate j 

May  1980... 

2,411,298 

7,711,148 

2,875,700 

13,574 

13,011,720 

.GSA  estimate) 

Oct.  1981.. 

2,413,746 

7,674,209 

2,835,700 

19,698 

12,943,353 

.Difference, 

between 

Oct.  1981  and 

May  1980 

estimates . . 

+2,448 

-36,939 

-40,000 

+6,124 

-68,367 

1983 

.GSA  estimate. 

Oct.  1981.. 

2,758,596 

7,480,286 

3,098,100 

20,019 

13,357,001 

626 


Metro  West  and  Computer  Center  Buildings 


Total 

Annual 

GSA 

Purchase 

Fiscal 

Admin . 

Contract 

Year  Principal 

Interest 

Taxes 

Costs 

Payments 





351 

351 

TQ    





232 

232 





1,340 

1,340 





1,370 

1,370 











2,568,258 

— 

2,568,258 



2,871,603 

1,231 

2,872,385 

Total  1976 

to  1981...   



5,439,861 

4,524 

5,444,396 

1982 

.GSA  estimate, 

May  1980...  966,589 

6,812,342 

3,800,000 



11,578,931 

.GSA  estimate, 

Oct.  1981..  2,126,454 

18,133,094 

3,700,000 

892 

23,960,440 

.Difference, 

between 

ft.f         1091  anA 

ucl«  i7oi  ana 

May  1980 

estimates..  +1,159,865 

+11,320,752 

-100,000 

+892 

+12,381,509 

1983 

.GSA  estimate 

Oct.  1981..  3,007,850 

20,046,905 

3,700,000 

1,002 

26,755,757 

Increased  Costs 

for  FY  1982 

The  increase  in  purchase  contract  payments  in  fiscal  year  1982 
is  directly  related  to  the  unforeseen  increase  in  interest  rates  for 
construction  loans  for  the  two  new  headquarters  buildings. 

Under  the  terms  of  the  purchase  contract  agreement  the  first 
annual  payment  of  principal  and  interest  for  the  new  headquarters 
buildings  was  not  due  until  fiscal  year  1982.    In  May  1980  GSA 
estimated  that  the  purchase  contract  payments  for  these  buildings  in 
fiscal  year  1982  would  be  $11.6  million.    The  estimate  was 
originally  determined  by  GSA  by  estimating  the  cost  of  the 
construction  and  estimating  the  interest  for  the  construction 
loans.    In  October  1981  GSA  estimated  that  the  payment  due  in  fiscal 
year  1982  would  be  nearly  $24  million — $12.4  million  higher  than  the 
initial  estimate. 

In  response  to  an  inquiry  from  SSA  about  the  wide  variance  in 
its  estimates  for  fiscal  year  1982,  GSA  indicated  that: 


"...The  dif ference. . .is  caused  by  additional 
borrowings  to  provide  payments  for  construction  which  had 
been  completed  and  construction  still  underway,  and  the 
inclusion  of  accrued  interest  on  the  construction  costs 
which  could  not  be  estimated  until  approximately  six  weeks 
prior  to  the  programmed  collapse  date  of  the  Indenture  on 
June  26,  1981  (target  completion  date  for  the 
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building).. .When  funds  are  borrowed  under  an  Indenture, 
interest  is  accrued  at  the  current  rate  in  effect.  These 
interest  rates  may  vary  at  each  borrowing  depending  upon 
the  prevailing  rates..." 

In  layman's  terms  this  means  that  when  the  construction  was 
completed  (June  26,  1981),  the  cost  of  the  construction  including 
the  interest  on  construction  loans  was  determined  and  consolidated 
and  it  is  on  this  latest  amount  that  SSA  makes  principal  and  interest 
payments.    According  to  GSA  the  unforeseen  increase  in  interest 
rates  during  the  recent  years  in  the  primary  cause  of  the  increase 
in  the  purchase  contract  payments. 


Cons truction  Costs 


As  shown  in  the  table  below  the  construction  costs  for  the 
Metro  West  and  New  Computer  Center  buildings  are  coming  in  slightly 
over  the  original  estimates  of  $161  million  submitted  by  GSA  on 
September  4,  1979.    The  original  request  for  $161  million  in  budget 
authority  was  submitted  with  a  provision  for  a  10  percent  escalation 
in  costs  without  the  need  for  GSA  to  request  additional  budget 
authority  from  the  Public  Work  Committee. 

Dollars  in  Millions 


 Estimate  

Original      Current  1/ 

Metro  West.iflp   $  92.3         $  93.3 

New  Computer 'gKnter   68.7  68.3 

Total   $161.0  $161.6 


1/    Includes  all  pending  claims 


ENERGY  AND  EMERGENCY  ASSISTANCE  FUNDING  PROPOSAL 


Mr.  Natcher.     Your  budget  includes  only  $1.3  billion  for  Energy 
and  Emergency  Assistance.     That  is  $575  million  below  the  current 
level.     How  do  you  justify  a  decrease  of  1/3  in  funding  for  this 
program? 

Mr.  Svahn.     The  $1.3  billion  funding  level  proposed  for  FY  1983 
should  be  viewed  in  the  perspective  of  the  Administration's  proposed 
FY  1982  funding  proposal.     Last  year,  when  the  program's  Federal 
requirements  were  reduced,  States  were  permitted  to  tailor  efficient 
Energy  Assistance  programs  to  their  own  needs  and  priorities.  The 
proposed  funding  level  was  $1.4  billion.     This  year's  proposal  is 
about  7  percent  below  what  was  proposed  last  year.     We  believe  that 
States,  by  using  the  flexibility  given  to  them  last  year,  combined 
with  the  additional  program  changes  which  the  Administration  will 
propose  this  year,  will  have  sufficient  resources  to  assure  that  the 
neediest  households  have  access  to  adequate  supplies  of  home  energy. 
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In  addition,   it  should  be  noted  that,   last  year,  over  20  States 
made  supplemental  assistance  payments  well  after  the  heating  season 
had  ended.     Some  States  are  returning  funds.     While  we  do  not  yet 
have  a  final  estimate  of  the  amount  of  money  involved,  we  believe 
it  is  significant.     This  year,  over  half  the  States  are  transferring 
funds  out  of  the  energy  assistance  block  grant  to  other  block  grants 

Given  all  of  these  factors,  we  believe  that  the  amount  proposed 
by  the  Administration  is  sufficient  to  meet  the  program's  objective. 


PROJECTED  REVENUES  FROM  WINDFALL  PROFITS  LEGISLATION 

Mr.  Natcher.     What  are  the  total  revenues  expected  to  be 
collected  under  the  Windfall  profits  legislation  in  FY  1982  and 
FY  1983? 

Mr.  Svahn.     Information  furnished  to  us  by  the  Department  of 
Energy  indicates  that  revenues  from  the  Windfall  profits  legislation 
will  be  $14  billion  in  FY  1982  and  FY  1983. 


USE  OF  WINDFALL  PROFITS  TAX  FOR  FUEL  ASSISTANCE 

Mr.  Natcher.     The  Windfall  profit  bill  envisioned  that  a  certain 
percent  of  these  revenues  be  used  to  help  the  poor  pay  their  fuel 
bills.     Wouldn't  this  be  a  fair  way  to  determine  the  funding  for 
this  program? 

Mr.  Svahn.     Personally,   I  do  not  believe  we  should  tie  the 
funding  of  the  Energy  Assistance  program  to  any  particular  funding 
source.     The  "windfall"  profit  realized  by  oil-producing  companies 
as  the  result  of  the  decontrol  of  domestic  crude  oil  does  not  strike 
me  as  a  particularly  good  indicator  of  the  need  for  energy  assistance. 
Also,   such  an  earmarking  could  remove  the  program  from  being  re- 
viewed by  the  Congress  in  the  context  of  other  spending  priorities. 
This  would  certainly  be  inappropriate. 

COUNTING  ENERGY  GRANTS  AS  AFDC  INCOME 


Mr.   Natcher.     What   impact   do   you  expect   from  your 
proposal   to  count   energy  grants   as    income   in ' the  AFDC 
program? 

Mr.   Svahn.     The  Administration  is,  proposing  that 
energy  assistance  benefits  be   counted   against  AFDC 
benefits   to  the  extent   they  duplicate  amounts  already 
in  the  AFDC  payment  standard   for  heating  and/or 
cooling.     This  will  ensure  that   the  neediest  families 
receive  the  most  help  from  these  assistance  programs. 
Without   the  offset,   for  example,   an  AFDC  household  may 
be   receiving  much  more  help  with  its   energy  costs  than 
a  non-AFDC  household  with   similar   income  and  energy 
needs.      By  offsetting  benefits,    there  will  be  better 
program  coordination,   yet  households  may  continue  to 
receive  help  with   their   energy  needs   from  both  the 
energy  block  grant  and   the  AFDC  program. 
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SURVEY  OF  STATE  PROGRAMS 


Mr.  Natcher.     After  our  hearing  last  month  on  the  urgent 
supplemental,  your  staff  indicated  that  they  were  seeking  permission 
from  the  Office  of  Management  and  Budget  to  conduct  a  State-by- 
State  survey  of  the  use  of  the  1982  energy  funds.    Are  you  able  to 
tell  us  at  this  time  what  is  going  on  in  the  various  State  programs? 

Mr.  Svahn.    My  staff  is  currently  surveying  the  States  and 

compiling  the  results  of  that  survey.     I  hope  to  be  able  to  transmit 

the  results  of  this  survey  to  the  Committee.     In  the  meantime,  the 
Department  supplied  the  Committee  with  a  report  on  the  program's 

implementation  on  February  22,  1982.    Additional  information  was 

supplied  during  my  testimony,  as  well  as  for  the  record  in  response 
to  members*  questions. 


TRANSFER  OF  ENERGY  ASSISTANCE  FUNDS 


Mr.  Natcher.  How  many  States  are  currently  planning  to  transfer 
energy  assistance  funds  to  other  block  grants? 

Mr.  Svahn.     The  most  current  data  I  have  now  indicates  that  26 
States  are  transferring  over  $75  million  out  of  the  energy  block 
grant  to  other  block  grant  programs.     Conversely,  no  States  are 
transferring  funds  into  the  Energy  program.     These  figures  come 
from  combining  the  results  of  a  survey  done  for  this  Committee  by  the 
National  Consumer  Law  Center  and  a  survey  done  by  the  National 
Governors'  Association.     Both  of  these  surveys  were  undertaken  prior 
to  the  enactment  of  the  $123  million  supplemental  appropriation  for 
the  Energy  program. 

The  Department  is  undertaking  its  own  survey  of  States — as  well 
as  reminding  them  that  they  are  required  by  law  to  report  transfers 
to  the  Secretary.     We  will  provide  the  results  of  this  survey  to  the 
Committee  as  soon  as  they  are  available. 


CARRYOVER  OF  ENERGY  ASSISTANCE  FUNDS 


Mr.  Natcher.     How  many  States  anticipate     carrying  over  into 
1983  any  of  their  1982  funds? 

Mr.  Svahn.     Under  the  block  grant  regulations,  States  are  re- 
quired to  notify  us  of  the  amount  of  funds  they  intend  to  carry  over 
into  FY  1983  (and  the  amount  available  for  reallotment)  by 
August  1,  1982.     At  the  present  time,  no  State  has  formally  notified 
us  of  its  intent  to  carry  funds  over  into  FY  1983. 
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COOLING  ASSISTANCE 

/ 

Mr.  Natcher.     How  much  money  is  currently  budgeted  for  summer 
air  conditioning  programs? 

Mr.  Svahn.     We  do  not  know  how  many  States  intend  to  run  cool- 
ing assistance  programs  in  FY  1982.     Our  experience  with  last  year's 
program  indicates  that  most  States  do  not  make  final  decisions  on 
cooling  programs  and  funding  levels  for  these  programs  until  after 
the  heating  season  is  over  and  they  know  how  much  money  is  available. 
I  anticipate  surveying  the  States  later  this  spring  to  obtain  infor- 
mation on  cooling  programs.     The  Department  will  provide  the 
Committee  with  this  information  as  soon  as  it  is  available. 


MAXIMUM  ENERGY  ASSISTANCE  BENEFIT 

Mr.  Natcher.     In  previous  years  the  Committee  has  included  bill 
language  establishing  a  maximum  grant  for  energy  assistance  of 
$750.     Would  it  make  sense  to  include  a  similar  provision  in  the 
1983  appropriation? 

Mr.  Svahn.     The  FY  1981  statute  and  regulations  contained  a 
provision  limiting  the  maximum  assistance  payment  to  $750.  Nine 
States  were  granted  waivers  of  this  provision.     (In  testimony  sub- 
mitted to  this  Committee  February  2,  1982,  we  advised  the  Committee 
that  11  States  received  waivers  of  the  maximum  benefit  level.  After 
further  review  of  FY  1981  State  Plans  for  compliance  with  Section  309 
of  Title  III  of  the  Windfall  Profits  Tax  Act,  we  found  that  9  rather 
than  11  States  received  the  waiver.)     The  conditions  we  imposed  in 
granting  such  waivers  included  a  requirement  that  the  highest 
benefit  go  to  households  with  the  lowest  incomes  and  highest  energy 
costs  and  that  benefits  not  exceed  average  heating  costs. 

The  current  block  grant  statute  does  not  specify  a  maximum 
benefit  level.     The  Department  feels  that  it  would  be  inappropriate 
to  reimpose  such  a  requirement.     This  type  of  requirement  impairs 
States'   flexibility  and  is  contrary  to  the  purpose  of  the  block 
grant.     In  addition,  our  experience  with  the  FY  1981  program  indi- 
cates that  a  number  of  States  may,  for  valid  reasons,  want  to  exceed 
an  arbitrary  benefit  maximum  and  will  request  a  waiver.     The  granting 
of  such  a  waiver  by  definition  places  the  Federal  Government  in  the 
position  of  second-guessing  and  passing  judgment  upon  State  policy. 
This  is  contrary  to  the  purpose  of  the  block  grant. 
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EMERGENCY  ASSISTANCE  FUNDING 


Mr.  Natcher.     How  much  money  was  available  for  emergency 
assistance  in  1981  and  1982  and  how  much  do  you  anticipate  for  1983? 

Mr.  Svahn.     In  FY  1981  and  1982,  the  Emergency  Assistance  pro- 
gram authorized  under  Title  IV-A  of  the  Social  Security  Act  was  an 
entitlement  program.     Therefore,  States  could  conceivably  have  been 
reimbursed  for  one-half  (Federal  matching  rate)   of  any  amount  they 
spent  on  this  program.     Actual  Federal  expenditures  for  this  program 
in  FY  1981  were  $57,488,000.     Estimated  expenditures  for  FY  1982  are 
$60.7  million. 

In  FY  1983,  the  Administration  is  proposing  to  include  the 
Title  IV-A  Emergency  Assistance  program  in  an  energy  and  emergency 
assistance  block  grant  funded  at  $1.3  billion.     States  would  be 
free  to  set  whatever  level  of  spending  for  emergency  assistance 
they  think  is  appropriate,  up  to  a  total  of  $1.3  billion. 

MERGING  OF  ENERGY  AND  EMERGENCY  ASSISTANCE 


Mr.  Natcher.     The  1983  budget  proposes  to  merge  energy  assistance 
and  emergency  assistance  into  a  single  account  in  order  to  provide 
more  flexibility.     The  language  requested,  however,   limits  funding 
for  emergency  assistance  to  not  more  than  $40  million.     What  is  the 
advantage  of  a  consolidated  account  if  you  include  specific  limits 
for  emergency  assistance? 

Mr.  Svahn.     Our  proposal  does  not  limit  emergency  assistance 
expenditures  in  any  way.     Under  the  Administration's  proposal,  States 
would  be  free  to  set  any  level  of  emergency  assistance  they  consider 
appropriate,  up  to  the  total  amount  of  their  energy  and  emergency 
assistance  block  grant. 

In  determining  a  State's  total  allocation  under  the  energy  and 
emergency  assistance  block  grant,   our  proposal  does  include  a  dis- 
tinction between  energy  and  emergency  assistance  funds.     This  dis- 
tinction takes  into  account  the  fact  that  only  some  States  have 
chosen  to  operate  Title  IV-A  Emergency  Assistance  programs  in  the 
past.     Approximately  $1.26  billion  of  the  block  grant  would  be  dis- 
tributed to  States  based  on  their  share  of  FY  1981  energy  assistance 
grants.     About  $40  million  would  be  distributed  based  on  States' 
share  of  FY  1981  emergency  assistance  expenditures.     However,  States 
would  get  one  combined  grant  and  would  be  free  to  divide  this  grant 
between  energy  and  emergency  assistance  in  whatever  proportions  they 
choose . 
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FUNDS  TO  REMAIN  AVAILABLE  UNTIL  EXPENDED 

Mr.  Natcher.    Why  are  you  proposing  that  funds  for  staffing 
under  the  limitation  account  remain  available  until  expended? 

Mr.  Svahn.    The  Administration  is  proposing  a  change  in  the 
language  for  the  limitation  account  that  would  allow  us  to  carry 
over  into  the  next  fiscal  year  all  unobligated  balances.  The 
current  language  allows  for  carry-over  authority  only  in  SSA's 
construction  account.    The  purpose  of  the  change  is  to  provide 
funding  flexibility  for  automatic  data  processing  and 
telecommunications  expenditures,  especially  for  carrying  out  my  plan 
to  modernize  SSA's  systems.     Since  the  scheduling  of  ADP 
procurements  involves  some  uncertainty,  SSA  will  be  able  to  cope 
better  with  the  unpredictability  of  timing  in  major  systems 
purchases  of  ADP  funds  which  can  be  carried  over  from  year  to  year. 

Mr.  Natcher.    With  the  exception  of  money  for  construction  and 
for  data  processing,  do  you  currently  have  plans  to  carry-over  any 
funds  into  1984? 

Mr.  Svahn.    No.    Our  primary  interest  in  no-year  authority 
relates  to  systems  requirements  and  construction. 

OVERTIME 

Mr.  Natcher.    According  to  the  tables  on  Page  253  of  the 
justification  you  are  proposing  to  increase  substantially  the  amount 
of  work  to  be  accomplished  through  the  use  of  overtime.    Why  are  you 
choosing  this  route  instead  of  hiring  more  staff? 

Mr.  Savhn.    The  level  of  overtime  we  are  requesting  for  FY  1982 
(3.5%  of  total  work-years)  is  the  same  as  that  level  used  in  FY  1981 
and  1.4%  less  than  estimated  in  March,  1981,  for  the  FY  1982 
budget.    We  are  asking  for  about  500  more  work-years  of  overtime  in 
FY  1983  than  in  FY  1982  (Overtime  work-years  in  FY  1983  are  4.0%  of 
total  work-years).    The  purpose  is  to  support  the  Administration's 
policy  to  hold  down  Federal  employment. 

Mr.  Natcher.    Would  we  save  money  if  we  allocated  500 
additional  positions  to  Social  Security  rather  than  approving  this 
expansion  in  the  use  of  overtime? 

Mr.  Svahn.    Once  the  new  staff  is  fully  trained,  we  might  save 
some  money  by  substituting  additional  employment  for  the  increase  in 
overtime  since  overtime  premium  pay  is  usually  higher  than  paying 
regular  salary.    However  there  are  some  offsets  to  the  higher  cost 
of  overtime,  such  as  increased  personnel  benefits  and  equipment 
expenses  which  would  be  required  for  hiring  additional  staff. 
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Mr.  Natcher.    As  you  may  know  the  Committee  investigative  staff 
issued  a  report  2  years  ago  which  was  very  critical  of  SSA's  use  and 
control  of  overtime.    At  that  time  a  series  of  controls  were  put  in 
place  to  limit  overtime  use.    Are  those  controls  still  in  effect? 

Mr.  Svahn:    Yes.    During  the  last  year  SSA  has  taken  several 
steps  to  control  the  use  and  limit  possible  abuses  of  overtime.  In 
September  1981  we  began  to  produce  and  distribute  to  SSA's  managers 
in  central  office  two  special  reports  previously  available  only  to 
SSA's  Regional  Commissioners.    The  reports  are  produced  every  pay 
period  as  a  by-product  of  SSA's  time  and  attendance  system,  and  they 
are  designed  to  assist  managers  in  monitoring  overtime  use  and 
identifying  possible  abusers.    One  report  provides  cumulative  data 
for  each  timekeeper  group  reflecting  all  hours  worked,  leave  used 
and  overtime  worked.    The  other  report  is  a  special  listing  of 
individual  high  overtime  users — those  who  work  in  excess  of  20  hours 
per  pay  period— which  also  identifies  annual  or  sick  leave  used 
during  the  period. 

Other  steps  we  have  taken  to  control  and  limit  overtime  use  are: 

— updated  designations  of  overtime  managers  in  all  major  SSA 
organizations  and  large  components  of  major  organizations. 
Overtime  managers  are  responsible  for  insuring  that  overtime  is 
used  only  when  necessary,  that  it  is  used  on  a  fully  productive 
basis,  and  that  there  is  no  abuse  of  overtime  within  his  or  her 
component . 

— prohibited  overtime  at  home  without  prior  written  approval  of  the 
HHS  Assistant  Secretary  for  Personnel  Administration. 

— elevated  the  approval  of  overtime  work  to  the  second  line 

supervisor  and  required  all  supervisors  to  certify  the  accuracy  of 
all  entries  on  overtime  sign-in  sheets. 

In  addition  we  have  developed  and  distributed  to  all 
Headquarters  components  a  questionnaire  for  self  evaluation  of 
overtime  practices  that  can  be  used  to  assess  how  effectively 
overtime  is  managed  and  used,  and  pinpoint  areas  in  need  of 
improvement . 

Mr.  Natcher.    Insert  in  the  record  at  this  point  a  copy  of  your 
current  instructions  on  the  control  and  approval  of  overtime  within 
SSA. 

Mr.  Svahn.  I  would  be  glad  to  supply  the  Committee  with  a  copy 
of  SSA's  current  guides  on  overtime. 

As  the  Committee  was  told  last  year,  SSA  has  developed  new 
internal  guidelines  and  directives  on  overtime  administration. 
These  guides  have  not  been  finally  issued  yet  to  replace  the 
previous  instructions  because  1)  the  Office  of  Personnel  Management 
(0PM)  has  proposed  new  regulations  which  will  change  the  concept  of 
regular  overtime  and  when  differentials  are  payable,  and  2)  until 
recently,  overtime  and  premium  pay  were  among  the  issues  under 
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negotiation  between  SSA  management  and  the  American  Federation  of 
Government  Employees  (AFGE).    Union  negotiations  were  concluded  late 
in  January  1982.    A  revised  guide  that  reflects  current  policy  and 
nomenclature  will  be  issued  as  quickly  as  possible  after  new  OPM 
regulations  are  published  and  relevant  changes  are  negotiated  with 
AFGE.     In  the  interim,  we  have  updated  designations  of  overtime 
managers  in  SSA  components  and  tightened  some  controls  on  overtime, 
as  I  explained  in  response  to  the  previous  question. 


The  following  information  is  provided  to  the  Committee: 

— SSA  Personnel  Guides  for  Supervisors : 
Guide  4-1  Overtime  and  Holiday  Work 

Guide  4-2  Overtime-Impact  of  the  Fair  Labor  Standards  Act. 

— Roster  of  overtime  managers  at  SSA,  updated  September  1981. 

— Memorandum  dated  January  20,  1982  from  the  Acting  Associate 
Commissioner  for  Managment,  Budget  and  Personnel  to  all  SSA 
Supervisors  on  "New  Overtime  Approval  Policies  and  Time  and  Leave 
Reminders". 

— -Copy  of  overtime  provisions  negotiated  with  AFGE  (subject  to  union 
ratification) . 


inese  documents  have  been  provided  directly  to  the  Committee 
staff". 
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HEARING  AND  APPEALS  BACKLOG 

Mr,  Natcher.    What  is  the  current  and  projected  backlog  of 
cases  in  the  Office  of  Hearings  and  Appeals? 

Mr.  Svahn.    OHA's  current  backlog  is  133,894  cases.    We  are 
projecting  backlogs  of  133,187  for  the  end  of  FY  1982  and  173,387 
for  the  end  of  FY  1983.    Although  we  plan  to  process  339,700  cases 
in  1982  and  383,300  in  1983,  the  backlog  grows  because  of  the  huge 
number  of  appeals  that  we  expect  to  be  filed. 

Mr.  Natcher.    Last  year  this  Committee  included  but  later 
withdrew  language  which  would  have  allowed  some  of  this  workload  to 
be  done  by  lower  level  hearing  examiners.    This  had  been  done 
several  years  ago  for  Black  Lung  and  SSI.    Would  it  make  sense  to 
include  this  language  in  the  1983  bill? 

Mr.  Svahn.    No.    Based  on  our  recent  experience  with  the  Office 
of  Personnel  Management,  it  would  not  appear  necessary  to  consider 
going  beyond  the  normal  process  of  obtaining  the  services  of  fully 
qualified  ALJs.    This  fiscal  year  we  have  brought  on  71  ALJs  (41  in 
November  1981  and  30  in  February  1982)  and  plan  on  hiring  an 
additional  65  this  fiscal  year.    Currently  we  have  754  ALJs  on  duty 
including  our  regional  chiefs.    We  foresee  no  difficulties  in 
achieving  our  plans  to  attain  and  maintain  a  corps  of  800  ALJs  by 
the  end  of  this  year. 

Mr.  Natcher.    Have  you  brought  to  the  attention  of  the  Ways  and 
Means  Committee  your  serious  problem  with  processing  hearings  and 
appeals? 

Mr.  Svahn.    Yes.    Louis  B.  Hays,  Associate  Commissioner  of  the 
Office  of  Hearings  and  Appeals,  testified  before  the  Ways  and  Means 
Committee  on  October  23,  1981.    At  that  time,  he  discussed  both  the 
problems  with  the  hearings  and  appeals  process  and  the  initiatives 
that  were  being  developed  to  deal  with  those  problems. 

Essentially,  there  are  two  major  challenges  in  the  hearings  and 
appeals  process.  The  first  is  to  cope  with  the  huge  increase  in  our 
caseload  projected  for  FY  1982  and  beyond.  The  second  is  to  improve 
the  quality  and  consistency  of  the  decisional  process. 

To  meet  these  challenges  we  have  developed  a  comprehensive  list 
of  initiatives  which  we  would  like  to  implement.    The  initiatives 
include  the  following  items: 

— Increasing  the  number  of  productive  ALJs  on  duty  to  800  by  the 
end  of  FY  1982  and  maintaining  this  level  through  FY  1984. 

— Increasing  the  national  level  of  support  staff  to  ALJs  from 
its  present  ratio  of  4.2  to  1  to  about  5  to  1. 

— Implementing  more  efficient  organizations  and  workflows  in 
the  hearing  offices. 

— Upgrading  the  quality  of  word  processing  equipment  in  the 
hearing  offices. 
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— Improving  and  expanding  training  of  AUs  and  their  support 
staff. 

— Implementing  the  provisions  of  the  Bellmon  Amendment,  under 
which  15  percent  of  AU  allowance  decisions  will  be  reviewed 
prior  to  effectuation, 

— Resolving  differences  in  adjudicative  standards  between  OHA 
and  other  SSA  components  and  issuing  Social  Security  Rulings 
to  insure  consistency  at  all  adjudicative  levels. 

—Eliminating  short-form  fully  favorable  decisions. 

— Instituting  an  experiment  to  use  SSA  representatives  at 
hearings  where  the  claimant  is  represented. 

ADMINISTRATIVE  LAW  JUDGES 

Mr.  Nat cher.    Do  you  have  enough  regular  administrative  law 
judges  currently  available  to  handle  this  work? 

Mr.  Svahn.    As  of  March  6,  1982,  OHA  had  754  ALJs  on  duty. 
This  includes  the  classes  of  41  brought  on  duty  in  November  and  30 
brought  on  duty  in  February.    We  expect  to  hire  two  additional 
classes  of  ALJs  during  the  remainder  of  FY  1982.    With  anticipated 
attrition  this  will  bring  us  to  a  level  of  about  800  ALJs  on  duty  by 
the  end  of  FY  1982,  including  the  10  regional  chief  administrative 
law  judges.    We  plan  to  maintain  the  ALJ  corps  at  this  level  through 
FY  1984. 

In  order  to  process  projected  workloads  it  also  will  be 
necessary  to  substantially  improve  productivity  in  the  hearing 
offices.    Several  of  the  initiatives  outlined  in  response  to  your 
previous  question  are  directed  towards  this  goal.  Specifically, 
increasing  ALJ  support  staff,  upgrading  the  quality  of  word 
processing  equipment  and  improving  hearing  office  organizations  and 
workflows  should  significantly  improve  productivity.    In  addition  we 
are  also  establishing  word  processing  centers  in  Regions  II  and  V  to 
assist  with  the  heavy  typing  burdens  in  these  regions,  upgrading  the 
quality  of  recording  equipment  used  in  the  hearing  offices,  and 
considering  establishing  a  corps  of  decision  writers  to  be  located 
in  OHA's  headquarters  to  give  additional  support  to  the  ALJs. 

REVERSAL  RATE  FOR  ALJ  DECISIONS 

Mr.  Natcher.    According  to  the  justification,  the  reversal  rate 
for  ALJ  decisions  is  55  percent.    Tell  us  if  this  figure  is  correct 
and  if  so  what  can  be  done  to  address  this  problem. 

Mr.  Svahn.     In  FY  1981  the  reversal  rate  for  ALJ  dispositions 
was  55.2  percent.    Through  January  of  FY  1982  this  rate  decreased  to 
53.4  percent.    We  are  initiating  a  number  of  actions  to  improve  the 
overall  quality  and  consistency  of  the  decisional  process. 

As  previously  mentioned,  in  accordance  with  the  Bellmon 
Amendment,  we  instituted  in  October  1981,  a  preef f ectuation  review 
of  ALJ  allowances.    As  of  April  1982  we  will  be  reviewing  15  percent 
of  all  ALJ  reversals.    The  Bellmon  review  is  providing  an  excellent 
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mechanism  to  give  specific  feedback  to  individual  ALJs  and  to 
identify  overall  training  needs  and  areas  requiring  policy 
clarification. 

Additionally,  through  the  use  of  Social  Security  rulings  we 
will  be  standardizing  the  regulations  used  at  all  levels  of 
adjudication,  and  by  eliminating  the  use  of  short-form  fully 
favorable  decisions  we  will  be  equalizing  the  documentation  needed 
for  reversals  and  affirmations. 

Finally,  we  will  be  undertaking  a  number  of  training  programs 
for  both  new  and  experienced  personnel.     These  programs  will  include 
both  expanded  initial  and  continuing  legal  education  for  ALJs  and 
additional  training  for  their  support  staff  (including  staff 
attorneys  and  other  decision  writers). 

INCREASE  IN  SSI  ADMINISTRATIVE  COSTS 

Mr.  Natcher.    The  budget  indicates  that  you  expect  the  Federal 
cost  of  administering  the  supplemental  security  income  program  to 
increase  by  12.9  percent.    Why  such  a  large  increase  in  this 
activity?     (FY  1982,  $764.9  million,  FY  1983,  $863.7  million) 

Mr.  Svahn.    The  $98.8  million  increase  in  SSI  administrative 
expenses  in  FY  1983  can  be  separated  into  two  categories.  First, 
SSA  is  projecting  a  $69.6  million  increase  in  payments  to  Disability 
State  agencies.     These  agencies  make  disability  determinations  on 
SSA's  behalf  for  the  SSI  program,  just  as  they  do  for  the  disability 
insurance  program.     In  1983,  we  estimate  that  the  State  agencies 
will  process  22.7  percent  more  SSI  disability  determinations  than 
they  will  in  1982.     This  is  primarily  a  result  of  a  new  policy 
beginning  in  1983  to  thoroughly  review  the  continuing  eligibility  of 
more  persons  on  the  SSI  benefit  rolls.    The  benefit  savings 
generated  by  these  reviews  are  estimated  at  $30.0  million  in  FY  1983 
and  $115.0  million  in  FY  1984.     Continued  savings  in  program  dollars 
will  materialize  in  subsequent  fiscal  years. 

In  SSA  proper,  we  are  projecting  an  increase  of 
$29.3  million.    The  major  part  of  this  increase  ($20.9  million)  is 
due  to  the  impact  of  the  October  1981  Federal  pay  raise  which  is 
included  in  the  FY  1983  estimates  but  is  not  included  in  the  FY  1982 
figures.    A  supplemental  request  to  fund  the  pay  raise  in  FY  1982 
will  be  forwarded  at  a  later  date.     The  balance  of  the  increase  in 
SSA  proper  (+$8.4  million)  is  needed  to  fund  mandatory  increases  in 
payroll  costs  (+$8.3  million)  and  the  SSI  share  of  other  non-payroll 
increases  in  total  SSA  costs  (+$12.9  million),  offset  in  part  by  a 
reduction  in  work-years  needed  to  administer  the  SSI  program  in  1983 
(-$12.8  million). 

Mr.  Natcher.    You  are  also  planning  a  new  demonstration  program 
for  the  SSI  programs.     I  believe  you  are  requesting  $2  million  to 
initiate  this  activity.    What  types  of  demonstrations  are  you 
undertaking? 

Mr.  Svahn.    The  research  office  is  developing  plans  in  each  of 
three  areas.    They  will  be  presenting  these  plans  to  me  for  a  final 
decision  prior  to  their  being  undertaken.     I  am  not  in  a  position  to 
tell  you  what  the  final  design  of  the  projects  will  be,  but  I  can 
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describe  the  plans  that  currently  are  under  development  in  the 
research  office. 

The  first  project  involves  drug  addicts  and  alcoholics ,  a  group 
singled  out  by  Congress  in  P.L.  96-265  for  a  demonstration  study. 
Evidence  suggests  that  current  SSI  recipients  designated  as 
alcoholics  or  drug  addicts  are  predominately  older,  in  the  advanced 
stages  of  addiction,  have  irreversible  medical  problems,  and 
demonstrate  little  recovery  or  rehabilitation  potential.  The 
demonstration  project  envisions  providing  SSI  benefits  and  treatment 
to  a  group  of  alcoholics  and  addicts  who  are  not  yet  at  a  stage 
where  they  would  be  eligible  for  SSI.     Because  it  would  be  earlier 
in  their  addictive  process,  the  group  would  be  younger  and  have  more 
rehabilitation  potential  than  the  current  recipients.  An 
experimental  group  will  receive  payments,  treatment  and  monitoring 
as  provided  for  under  current  law.    A  control  group  of  the  same 
people  who  are  not  eligible  for  SSI  will  receive  neither  payments 
nor  treatment.    Both  groups  will  be  observed  for  two  years  or  more 
to  determine  if  the  rate  of  recovery  and  return  to  productive 
employment  is  sufficient  to  demonstrate  that  earlier  treatment  can 
prevent  permanent  disability  in  alcoholics  and  drug  addicts,  thereby 
reducing  SSI  program  costs. 

Second,  a  project  is  planned  to  demonstrate  the  efficacy  of 
programs  to  rehabilitate  retarded  recipients  through  supported 
work.    About  70,000  individuals  yearly  become  SSI  recipients  based 
on  the  disability  of  mental  retardation.    This  condition  generally 
does  not  improve,  and  recipients,  who  typically  join  the  rolls  as 
children  or  young  adults,  can  remain  dependent  on  SSI  for  an  entire 
lifetime  at  a  benefit  cost  of  well  over  $100,000  for  a  single 
recipient. 

Supported  work  programs  place  trainees  in  real  jobs  with 
specially  trained  supervisors,  and  emphasize  work  habits  such  as 
punctuality  and  appropriate  conduct  as  well  as  job  skills. 

We  will  contract  with  experienced  organizations  to  conduct  a 
support  work  program  for  samples  of  recipients  of  various  ages  and 
severity  of  disability.    We  expect  to  learn  what  types  of  recipients 
can  be  brought  to  the  level  of  self-support  and  independence;  which 
types  of  training,  some  more  costly  than  others,  are  effective.  The 
demonstration  would  test  whether  a  program  of  this  type  could  be 
cost-effective. 

The  third  project  discussed  in  the  budget  justification  would 
evaluate  whether  it  would  be  cost  effective  and  appropriate  for  the 
SSI  program  to  require  more  frequent  reporting  from  selected  SSI 
recipients.     SSA  may  not  have  to  resort  to  a  demonstration  project 
to  study  mandatory  periodic  reporting.     SSA  is  currently  planning  a 
study  using  administrative  records  and  is  about  to  let  a  contract  to 
study  the  efficacy  of  more  frequent  reporting  from  select  categories 
of  SSI  recipients.    The  study  would  determine  if  it  is  possible  to 
save  program  dollars  in  excess  of  administrative  expenditures  by 
mandating  more  frequent  reporting  as  a  condition  of  eligibility  for 
check  receipt.     It  would  determine  if  SSA  can  identify  in  advance 
the  category  of  cases  which  would  fall  under  such  a  requirement  and 
the  preferred  frequency  of  reporting  for  the  various  types  of 
cases.    Finally,  it  would  measure  the  burden  imposed  on  the  client 
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and  the  agency. 

After  these  efforts  are  completed  we  will  know  whether  we  can  make 
decisions  on  periodic  reporting  based  on  the  data  we  have  or  whether 
we'll  need  to  conduct  the  demonstration  project  for  additional 
information.    Based  on  the  anticipated  timing  of  our  study  of 
administrative  records,  we  now  think  the  demonstration  project,  if 
needed,  would  not  be  conducted  until  fiscal  year  1984, 

BUDGET  FOR  THE  OFFICE  OF  RESEARCH  AND  STATISTICS 

Mr.  Natcher.    How  much  money  was  budgeted  for  the  Office  of 
Research  and  Statistics  in  1981  and  1982  and  how  much  do  you  plan  to 
spend  in  1983? 

Mr.  Svahn.    Funding  for  the  Office  of  Research  and  Statistics 
is  as  follows: 

FY  1981  FY  1982  FY  1983 

ORS  .      $10,272,000    $11,077,000  $11,641,000 

Extramural  Research   7,599,000        5,975,000  8,400,000 

Total   $17,871,000    $17,052,000  $20,041,000 

This  includes  all  personnel  costs,  day  to  day  operating 
expenses  for  ORS,  and  extramural  research  activities. 

The  main  components  of  the  increase  from  FY  1982  to  FY  1983 

are: 

— Start  of  the  SSI  demonstration  projects  authorized  by  the 
1980  Disability  Amendments  -  +$2,000,000. 

—Restoration  of  the  1110/1115  research  and  demonstration 
authority  to  the  $3,400,000  level  -  +$1,400,000. 


Mr.  Natcher.     Are  you  cutting  back  on  your  research  efforts? 
If  so,  what  types  of  projects  will  be  discontinued? 

Mr.  Svahn.     In  keeping  with  the  funding  levels  in  the  third 
Continuing  Resolution,  SSA  has  reduced  FY  1982  expenditures  for 
extramural  research  -  that  is,  research  done  through  outside  con- 
tracts with  universities  and  others,  through  reimbursable  agreements 
with  other  Federal  agencies,  and  so  forth.     This  reduction  amounts 
to  a  $4.6  million  cutback  from  the  level  in  the  President's  March 
budget  for  FY  1982.    We  have  decided  to  emphasize  the  operational 
side  of  the  program,  and  we  believe  that  extramural  research  is  an 
area  that  has  to  be  cut  if  we  are  to  live  within  the  funds  prescribed 
by  the  third  Continuing  Resolution. 

Part  of  the  reduction  in  research  grants,  contracts,  and  inter- 
agency agreements  was  achieved  simply  by  not  adding  new  projects  to 
replace  those  which  had  been  terminated  for  nonbudgetary  reasons. 
The  balance  of  the  reduction  was  achieved  through  a  combination  of: 
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— Shifting  in-house  priorities  to  allow  executing  with  SSA's 
own  researchers  and  statisticians  analyses  for  which  con- 
tracts had  been  planned,  and 

— Postponing  projects  until  later  fiscal  years. 

Some  examples  of  these  two  modifications  are: 

A.  Analyses  shifted  in-house1:' 

— Study  of  impact  of  age  and  eligibility  for  retirement 
benefits  using  the  Retirement  History  Study. 

— -Impact  of  various  economic  and  beneficiary  assumptions 
as  models  of  SSA's  programs. 

— Analyses  using  data  from  the  1978  Survey  of  Disability 
and  Work. 

B.  Projects  postponed: 

— Alternative  social  insurance  arrangements  after  withdrawal 
of  State  and  local  government  units  from  Social  Security. 

— Social  Security  coverage  for  workers  subject  to  irregular 
report  of  earnings. 

— Modeling  State  forecasting  of  administrative  costs  in 
AFDC. 


ADMINISTRATION  EVALUATION  OF  CHICAGO  STUDY 

Mr.  Roybal.     A  study  recently  completed  by  the  University  of 
Chicago  has  concluded  that  new  welfare  cuts  proposed  by  the 
Administration  would  leave  working-poor  families  in  24  States  better 
off  if  they  quit  their  jobs  and  relied  entirely  on  welfare.     In  my  own 
State  of  California,  for  example,  the  study  projected  that  a  family 
of  three  would  have  $82  more  a  month  on  welfare  alone  than  they  would 
have  from  a  combination  of  earnings  and  Federal  assistance.     A  major 
reason  for  this  problem,  according  to  the  study,  is  the  Administra- 
tion's plan  to  give  working  families  fewer  deductions  for  work 
expenses . 

Have  Administration  officials  had  an  opportunity  to  evaluate  the 
findings  of  the  Chicago  study?    What  is  your  assessment  of  the 
problem  that  the  study  has  uncovered? 
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Mr.  Svahn.     The  University  of  Chicago's  Center. for  the  Study  of 
Policy  recently  analyzed  the  purported  impact  of  last  year's  AFDC 
legislation  and  the  potential  effects  of  the  Administration's  '83 
budget  proposals  on  low  income  families.     The  study  claims  work 
incentives  for  low  income  families  will  be  eliminated,  that  low 
income  families  will  become  more,  not  less,  dependent  on  welfare  and 
that  projected  savings  will  not  materialize.     The  study  is  defective 
in  three  major  ways: 

1)  it  contains  some  inaccuracies; 

2)  the  figures  cited  do  not  support  the  conclusions;  and 

3)  it  makes  unexamined  philosophical  assumptions  which  cannot, 
be  supported. 

Although  the  study  deals  with  both  last  year's  changes  and  the 
proposed  '83  changes,  with  respect  to  AFDC  it  deals  with  the  latter 
only  briefly,  and,  where  it  does  so,  erroneously.     For  example,  it 
claims  that  energy  assistance  will  be  counted  dollar-f or-dollar 
against  AFDC  benefits,  whereas  the  Administration's  AFDC  proposal  is 
to  count  energy  assistance  only  to  the  extent  that  it  duplicates  the 
amounts  for  heating  and  cooling  that  are  in  the  AFDC  payment 
standard.     The  study  also  claims  that  the  Administration  proposes  to 
remove  children  from  the  grant  when  they  reach  the  age  of  16, 
whereas  the  Administration  proposes  to  remove  only  the  needs  of  the 
caretaker  when  the  youngest  child  reaches  16.     With  respect  to  AFDC, 
the  findings  by-and-large  go  over  the  same  ground  as  the  study  the 
University  of  Chicago  did  last  year  with  the  main  focus  again  being 
on  the  elimination  of  the  $30-and-one-third  after  four  months  and 
the  standardization  of  the  work  expense  disregard. 

The  main  difficulty  with  the  study  is  that,  despite  the  fact  that  it 
presents  masses  of  numbers,  the  study  presents  no  direct,  empirical 
evidence  for  the  claim  that  the  AFDC  provisions  have  decreased,  or 
will  decrease,  the  work  effort  of  AFDC  recipients.  Furthermore, 
analysis  of  the  data  that  the  study  uses  to  arrive  at  this 
conclusion  shows  that,  because  it  uses  data  from  out  of  their 
original  context,  the  very  relevance  of  the  data  to  the  conclusions 
is  doubtful. 

One  clear  example  of  this  is  the  claim  that  some  families  will 
actually  be  worse  off  financially  if  they  work  than  if  they  don't. 
With  respect  to  AFDC,  the  main  factor  giving  rise  to  this  "finding" 
is  the  study's  use  of  average  work  expenses  from  the  1979  AFDC 
Recipient  Characteristics  Study.  Since  that  study  was  conducted 
prior  to  the  '81  changes  when  there  were  unlimited  work  expenses 
that  could  be  deducted  from  a  recipient's  countable  income,  there 
was  no  incentive  for  recipients  to  economize  in  their  work  expenses. 
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In  fact  there  was  a  positive  incentive  for  recipients  to  maximize 
their  expenses  to  stay  on  the  rolls  at  higher  income  levels.  In  most 
cases,  the  only  mandatory  work  expenses  for  low  income  families  are 
FICA  and  State  and  local  income  taxes,  since  their  Federal  income 
taxes  are  low  to  non-existent.     Other  expenses  such  as 
transportation  and  clothing  are  within  the  control  of  the  individual 
and,  considerable  economies  can  be  realized  by  recipients.  Last 
year's  AFDC  changes  provide  the  incentive  for  recipients  to  do  this, 
and  thus,  the  study's    use  of  earlier  data  on  work  expenses  does  not 
give  a  true  picture. 

A  second  weakness  of  the  study  is  that  it  implicitly  assumes 
throughout,  and  sometimes  even  directly  asserts,  that  the  previous 
system  of  disregards  were  effective  in  moving  families  into 
independence.     Thus  the  study    asserts  that  last  year's  provisions 
"eliminate  the  incentives  to  work  for  families  that  are  trying  to 
earn  their  way  off  the  rolls"  (p.l).     This  completely  ignores  the 
abundant  evidence  that  the  previously  permanent  $30-and-one- third 
disregard,  which  is  the  main  factor  in  the  changes  engendered  in  the 
study's  "benefit  reduction  rates"  by  the  AFDC  changes,  had  just  the 
opposite  effect  —  it  served  to  maintain  AFDC  families  on  the  rolls 
indefinitely,  without  increasing  the  percentage  of  AFDC  families 
that  worked.  Thus  both  before  and  after  the  introduction  of  the  $30- 
and-one- third,  and  indeed  throughout  the  60 's  and  70' s,  about  14%  of 
AFDC  mothers  had  earnings.     Furthermore,  in  1967,  before  the  $30- 
and-one- third  was  enacted,  about  one-third  of  the  households  who 
left  the  rolls  did  so  because  of  increased  earnings,  but  by  1979 
less  than  10%  did  so.  Clearly  the  reason  for  this  was  that  the 
disregard  allowed  recipients,  even  with  relatively  high  incomes,  to 
continue  to  receive  AFDC  and  thus  preserved  their  dependence  on  the 
system.     This  allowed  AFDC  to  become  an  income  supplement  program 
for  individuals  able  to  work,  rather  than  a  social  safety  net  for 
those  with  no  other  source  of  income.     Thus  rather  than  providing  an 
effective  incentive  for  welfare  recipients  to  "earn  their  way  off 
the  rolls"  by  making  work  more  attractive  than  welfare,  the 
permanent  $30-and-one- third  only  served  to  make  the  combination  of 
work  and  welfare  more  attractive  to  some  individuals  than  just  work 
alone. 

The  problem  of  making  work  more  attractive  than  welfare  suggests  a 
third  difficulty  with  the  University  of  Chicago  analysis:  except 
for  one  page,  buried  well  into  the  report  (p.  23),  it  ignores  the 
possibility    of  using  work  requirements  to  make  welfare  less 
attractive.    The  only  form  of  work  incentive  that  the  study  takes 
seriously  is  a  positive  answer  to  the  financial  question  whether  at 
a  particular  moment  an  individual  contemplating  work  will  have  more, 
and  how  much  more,  money  by  working  than  not  by  working.  In  so 
doing,  it  ignores  the  insoluble  problems  of  posing  the  work/welfare 
issue  simply  in  financial  terms.     If  one  rejects  work  requirements, 
the  only  arrangement  that  will  provide  a  low  marginal  tax  rate  for 
welfare  families  is  either  a  system  that  pays  extremely  low  benefits 
to  those  who  are  unable  or  unwilling  to  work  and  thus  penalizes 
those  in  the  first  category,  or  a  system  that  allows  individuals 
with  such  high  incomes  to  continue  to  receive  welfare  that  a 
substantial  segment  of  the  population  would  permanently  depend  on 
other  taxpayers.     The  only  way  out  of  this  dilemma  is  to  take  work 
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requirements  seriously.     No  system  of  welfare  will  work,  nor  will  it 
be  accepted  by  the  American  people,  which  allows  an  able-bodied 
individual  to  calculate  and  choose:     "Will  I  be  better  off  if  I  work 
or  if  I  allow  myself  and  my  family  to  become  dependent  upon  the  work 
of  other  individuals?"    By  enforcing  current  work  requirements  and 
by  strengthening  them,  potential  able-bodied  recipients  would  not  be 
given  the  choice  of  "decid[ing]  to  become  totally  dependent  on 
welfare"  (p. 21). 

The  study  briefly  suggests  that  work  requirements  of  this  sort  are 
not  workable.  It  suggests  that  it  will  be  difficult  to  document  if  a 
person  quits  or  loses  their  job.    Actually  this  decision  is 
routinely  made  with  respect  to  Unemployment  Compensation. 
Furthermore,  able-bodied  applicants  and  recipients  can  be  required 
to  look  for  work  and  to  participate  in  community  work  experience. 
The  study  suggests  that  the  latter  has  been  tried  and  has  failed, 
because  the  work  that  would  be  provided  does  not  usually  develop 
skills  that  would  help  the  recipient  to  find  other  employment. 
Three  points  need  to  be  made  here.     First,  any  job  provides  skills, 
such  as  good  work  habits  and  a  work  history,  which  are  relevant  to 
finding  other  jobs.     Second,  States  are  already  identifying  jobs 
such  as  school  or  hospital  aides,  which  clearly  provide  valuable 
experience  in  finding  other  jobs.  Third,  with  respect  to  the  work 
incentive  issue,  the  point  is  not  simply  that  the  community  work 
experience  jobs  should  lead  directly  to    private  sector  jobs,  but 
that  the  choice  of  an  individual  not  to  work,  and  instead  be 
supported  by  the  labor  of  others,  should  not  be  an  available  option. 
Thus,  the  study  ignores  the  posibility  of  reforming  welfare  by 
systematic  strengthening  of  work  requirements  and  instead  suggests 
the  return  to  a  system  which  has  proven  itself  to  be  hopelessly 
defective. 

AFDC  BENEFIT  INCREASES 

Mr.  Roybal.     In  your  prepared  statement,  you  attribute 
estimated  AFDC  benefit  increases  of  $190  million  to:     an  increase  in 
average  benefits,  an  increase  in  the  number  of  families  headed  by 
females,  and  "an  offsetting  decrease  in  the  unemployment  rate." 

Given  the  latest  unemployment  figure  of  8.8  percent  reported 
for  February,  and  the  less-than-optimistic  signs  we've  seen  for 
speedy  recovery,  how  were  you  able  to  factor  a  "decrease  in  the 
unemployment  rate"  into  your  estimate  of  next  year's  AFDC  costs? 

Mr.  Svahn.    The  projected  fiscal  year  average  unemployment 
rates  on  which  the  budget  estimates  are  based  are  8.9  percent  for 
1982  and  8.1  percent  for  1983.     The  1982  unemployment  rate  is 
projected  to  peak  in  the  April-June  1982  quarter  at  9.2  percent  and 
begin  declining  thereafter.    Based  on  the  actual  unemployment  rates 
through  February  1982,  it  appears  that  the  .8  percent  reduction  in 
the  unemployment  rate  from  1982  to  1983,  as  projected  in  the  FY  1983 
President's  Budget,  will  be  realized. 
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ASSISTANCE  PAYMENTS  RESEARCH 

Mr.  Roybal.     You  are  requesting  nearly  $3  million  for  research  and 
evaluation  grants  and  contracts,  of  which  you  plan  to  spend  $375,000 
to  continue  "certain  research  projects." 

Could  you  outline  for  the  Subcommittee  the  research  projects  that 
you  intend  to  continue  funding? 

Mr.  Svahn.     The  Social  Security  Administration  plans  to  continue  a 
two  year  project  to  test  models  of  strategies  and  procedures  for 
implementing  CWEP  in  four  to  six  States.  These  demonstrations  will 
provide  information  on  the  legal,  regulatory,  organizational, 
administrative  and  socio-economic  issues  encountered  in  implementing 
CWEP  and  will  show  what  approaches  worked  best  in  various  settings. 
This  project  will  begin  in  FY  82  and  continue  into  FY  83.  The 
estimated  cost  for  FY83  is  $375,000. 


HOW  STATES  WILL  ACHIEVE  ZERO  PAYMENT  ERRORS 


Mr.  Roybal.    Among  the  Administration's  proposals  for  FY  83 
is  to  reduce  Federal  matching  funds  to  the  States  for  erroneous 
benefit  payments.     By  1986,  States  would  be  expected  to  have  a 
zero  AFDC  error  rate  under  the  Administration's  plan.  Has  the 
Social  Security  Administration  studied  how  State  and  local 
governments  could  eventually  achieve  zero  payment  errors  under 
the  AFDC  program  and  at  what  cost  to  the  States?     If  not,  do  you 
plan  to  undertake  such  a  study? 


Mr.  Svahn.    Although  no  formal  study  has  been  undertaken  to 
determine  the  cost  of  a  zero  error  rate,  we  have  determined  that 
there  is  no  direct  correlation  between  error  rates  achieved  and 
administrative  costs.     Some  States  with  low  error  rates  have 
low  administrative  costs  while  other  low  error  rate  States  have 
high  administrative  costs;  the  same  variation  was  found  in  States 
with  high  error  rates.     It  may  well  be  unlikely  that  any  State 
could  attain  a  zero  tolerance  given  the  complexity  of  the  AFDC 
program.    However,  the  sanction  policies  that  have  been  in  effect 
since  1973,  including  the  more  recent  Michel  Amendment  sanction, 
have  provided  the  incentive  for  the  marked  error  rate  reduction 
that  has  been  accomplished  and  continued  pressure  should  continue 
this  trend.     Since  Federal  statute  limits  Federal  matching  only 
to  correct  payment  cases,  we  are  proposing  to  phase  out  Federal 
matching  in  erroneous  payments  by  FY  86. 
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Mr.  Roybal.     Do  you  project  that  State  and  local  governments 
will  be  forced  to  reduce  benefit  levels  in  order  to  cover  the 
cost  of  reducing  error  rates?     If  so,  would  you  share  your 
projections  with  us? 

Mr.  Svahn.    We  do  not  believe  the  zero  tolerance  will  force 

States  to  reduce  benefits.    We  believe  it  will  force  States  to 

make  a  stronger  commitment  to  managing  their  programs  more 
efficiently  and  effectively. 

DEFINITION  OF  DISABILITY 

Mr.  Roybal.  Among  the  changes  that  the  Administration 
recommends  in  the  SSI  program  is  one  to  redefine  "disability"  to 
require  a  prognosis  of  at  least  24  months  of  disability  and  "a 
preponderance  of  medical  rather  than  other  factors." 

Please  outline  what  is  meant  by  the  requirement  for 
"preponderance  of  medical  rather  than  other  factors". 

Mr.  Svahn.  Currently,  the  determinations  of  disability  under 
the  SSI  program  are  based  on  either  medical  considerations  alone,  or 
on  medical  considerations  and  vocational  factors  such  as  age, 
education  and  work  experience.    That  is,  if  the  person's  medical 
condition  is  not  so  severe  as  to  preclude  all  kinds  of  work,  we 
consider  whether  the  kinds  of  work  he  is  physically  and  mentally 
able  to  do  are  ones  that  he  is  prepared  for  by  education  and 
experience  and  are  performed  by  people  of  advanced  age  (if  the 
person  is  of  advanced  age). 

Disability  decisions  that  involve  nonmedical  factors  such  as 
age,  education,  and  work  experience  are,  of  course,  much  more 
subjective  than  decisions  based  only  on  objectively  determined 
medical  factors,  and  thus  result  in  inconsistent  and  incorrect 
decisions  in  some  cases.    The  proposal  would  allow  SSA  to  give 
greater  consideration  to  objectively  determined  medical  factors,  and 
less  weight  to  nonmedical  factors,  as  a  basis  for  disability. 

Mr.  Roybal.    How  many  people  do  you  project  would  be  denied 
eligibility  under  the  Administration  proposal,  and  at  what  savings 
to  the  Federal  Government? 

Mr.  Svahn.    Our  estimates  indicate  that  the  SSI  disability 
legislative  proposals  will  result  in  15,000  individuals  in  FY  1982 
and  60,000  in  FY  1983  being  ineligible  who  would  be  eligible  under 
current  law.     It  Is  estimated  that  the  savings  that  will  result  from 
these  legisltive  proposals  will  be  $15  million  in  FY  1982  and  $120 
million  in  1983.     It  should  be  noted  that  those  who  would  be 
ineligible  under  the  proposed  legislation  are  individuals  who  are 
currently  not  on  the  rolls  because  the  legislation  which  makes 
people  ineligible  affects  only  future  applicants. 
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Mr.  Roybal.  What  type  of  financial  and  medical  assistance  would 
be  available  to  those  who  are  denied  disability  benefits  under  the 
Administration's  proposal? 

Mr.  Svahn.  The  proposal  to  give  less  weight  to  nonmedical 
factors  is  based  on  the  expectation  that  persons  who  are  not  totally 
disabled  should  be  able  to  adapt  to  their  conditions  and  learn  work 
skills  compatible  with  their  conditions.    They  may  participate  in 
vocational  rehabilitation  programs  which  would  help  them  to  adapt 
and  to  learn  new  skills.    We  believe  that  the  less-then-totally 
disabled  can  work  and  that  work  is  a  far  better  alternative  than 
dependency  on  disability  benefits  at  great  cost  to  the  whole 
society. 

The  24-month  duration  requirement  would  mean  that  individuals 
with  temporarily  disabling  impairments  that  are  amenable  to 
treatment  which  would  restore  their  ability  to  work  would  not 
qualify  for  SSI  disability  benefits.    Some  such  people  may  be  able 
to  rely  on  private  insurance  or,  in  5  States — California,  Hawaii, 
New  Jersey,  New  York,  and  Rhode  Island — temporary  State  disability 
insurance  programs.    Others  may  be  eligible  for  Worker's 
Compensation.    Those  with  needy  families  may  be  eligible  for  Aid  to 
Families  with  Dependent  Children.    Qualified  veterans  may  receive 
assistance  from  the  Veterans  Administration.    Food  Stamps  and,  in 
many  States,  General  Assistance  will  be  available  to  those  people 
unable  to  provide  for  themselves. 

Some  individuals  may  qualify  for  Medicaid  even  though  they  are 
not  disabled.    For  example,  members  of  families  receiving  AFDC 
qualify  for  Medicaid  assistance.    Many  States  also  provide  Medicaid 
coverage  to  members  of  families  with  unemployed  fathers  who  are  not 
receiving  Unemployment  Compensation. 

STATE  AND  LOCAL  GOVERNMENT  COSTS 

Mr.  Roybal.  Assuming  that  State  and  local  governments  will  be 
expected  to  assist  those  who  are  denied  Federal  Disability  benefits, 
have  you  estimated  the  cost  of  this  shift  in  responsibility  to 
states  and  locales.    Who  will  bear  the  responsibility  for  these 
people  in  States  where  no  general  assistance  is  offered? 

Mr.  Svahn.  We  have  no  estimates  as  to  the  costs  to  States  or 
locales,  nor  can  we  say  for  sure  that  there  would  be  any  costs. 
Much  would  depend  on  what  provisions  States  now  have  or  would  adopt. 

It  is  expected  that  many  people  who  are  less  than  totally 
disabled  or  whose  disabilities  are  temporary  would  be  able  to  return 
to  work  in  order  to  support  themselves.    If  an  individual  is  unable 
to  adapt  to  or  find  work,  or  does  not  have  private  disability 
insurance,  is  not  eligible  for  any  types  of  financial  aid  and  lives 
in  a  State  which  now  offers  no  General  Assistance  and  does  not 
choose  to  institute  a  General  Assistance  program,  he  may  need  to 
rely  on  his  family,  friends  and  charitable  organizations  for 
financial  assistance. 

States  that  supplement  SSI  to  people  who  are  eligible  based  on 
the  criteria  used  to  determine  SSI  disability  would  save  on  their 
supplementation  costs.    They  could,  if  they  choose,  use  these 
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savings  toward  providing  assistance  to  their  citizens  affected  by 
the  change  in  the  disability  definition. 

WAIVER  LINKAGE 

Mr.  Roybal.    Currently,  26  States  and  the  District  of  Columbia 
agree  to  have  the  Federal  Government  administer  their  supplemental 
payments  to  the  basic  Federal  SSI  benefit.    However,  modifications 
to  agreements  that  would  be  beneficial  to  States  such  as  California 
have  been  held  up  for  more  than  a  year  now. 

Please  tell  us  exactly  when  negotiations  over  these 
modifications  will  be  completed  and  explain  more  fully  the  "waiver 
linkage  policy"  upon  which  the  finalization  of  negotiations  depends. 

Mr.  Svahn.    Under  a  waiver  linkage  policy,  SSA  will  waive 
payment  of  Federal  Fiscal  Liability  to  States  whenever  AFDC  or 
Medicaid  quality  control  disallowances  that  would  otherwise  be 
imposed  upon  States  are  waived.    Negotiations  over  the  linkage 
modification  to  the  Federal/State  agreement  have  now  been 
completed.    The  agreements  have  been  sent  to  SSA's  regional  offices 
for  transmission  to  the  States.    As  soon  as  the  State's  legal 
advisors  have  reviewed  and  cleared  the  provisions  of  the  agreement, 
we  expect  to  conclude  the  new  agreement  with  all  States. 

RETROSPECTIVE  MONTHLY  ACCOUNTING 

Mr.  Roybal.  The  Budget  Reconciliation  Act  for  1981  mandated 
"retrospective  monthly  accounting"  under  the  SSI  program  in  an 
effort  to  reduce  benefit  overpayments  and  save  Federal  dollars.  A 
major  drawback  to  this  retrospective  accounting  system,  however,  is 
the  fact  that  it  doesn't  allow  SSI  grants  to  be  adjusted  on  the 
basis  of  Federal  cost-of-living  increases  in  other  programs  until 
two  months  after  the  increases  occur.    This  is  expected  to  result  in 
unanticipated  costs  to  the  Federal  Government  totalling  $69  million 
this  year  alone  in  excess  SSI  payments. 

Mr.  Svahn.  We  agree  that  an  undesirable  effect  will  result  from 
the  way  cost-of-living  increases  are  treated  under  the  current 
provision  for  retrospective  monthly  accounting,  which  was  enacted  in 
the  Budget  Reconciliation  Act.    We  are  recommending  a  legislative 
correction  which  would  preserve  retrospective  monthly  accounting 
while  also  coordinating  the  retrospective  system  with  Social 
Security  cost-of-living  adjustments  (COLA's)  so  that  the  savings 
originally  estimated  in  connection  with  retrospective  monthly 
accounting  would  be  restored.    We  have  estimated  that  it  will  cost 
$50  million  more  in  FY  1982  than  originally  budgeted  if  the 
retrospective  monthly  accounting  provision  is  not  corrected.  This 
estimate  includes  the  loss  of  $20  million  in  savings  that  was 
originally  projected  for  retrospective  monthly  accounting.  These 
estimates  contrast  with  the  $69  million  cost  estimated  by  CBO. 

Social  Security  benefits  are  the  primary  source  of  other  income 
received  by  SSI  beneficiaries.    The  change  we  propose  for  dealing 
with  the  Social  Security  cost-of-living  increase  is  to  count  the 
increase  when  it  occurs — that  is,  starting  with  July,  rather  than 
waiting  until  September  to  count  the  increase  as  income. 
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Mr.  Roybal.  Recognizing  this  problem,  the  House  of 
Representatives  recently  passed  H.R.  4961  to  convert  SSI  to  a 
"prospective  monthly  accounting  system."    What  position  do  you  take 
on  this  proposed  conversion? 

Mr.  Svahn.  H.R.  4961  would  provide,  through  prospective 
accounting,  that  income  changes  in  a  month  be  considered  in 
computing  benefits  each  month — that  is,  they  are  delivered  on  the 
first  day.    Thus,  in  prospective  accounting,  payments  always  are 
based  on  presumptions,  and  a  report  of  change  in  circumstances,  even 
if  made  promptly,  is  too  late  to  prevent  an  erroneous  payment 
because  the  payment  that  is  affected  by  the  change  already  has  been 
made.    Thus,  payment  errors  always  will  occur  under  prospective 
accounting  when  a  change  in  circumstances  affecting  the  payment 
amount  occurs.    By  contrast,  retrospective  accounting  reduces 
payment  errors,  since  time  is  provided  to  adjust  payments  when 
changes  are  reported  on  time.    Therefore,  we  favor  retrospective 
accounting  and  we  urge  the  Congress  to  approve  the  change  we  are 
proposing  to  correct  the  way  the  retrospective  system  would  deal 
with  Social  Security  cost-of-living  increases. 

STUDIES  ON  ADMINISTRATIVE  LAW  JUDGE  REVERSALS 

Mr.  Roybal.    It  has  been  reported  that  more  than  half  of  the 
people  who  are  denied  disability  benefits  win  them  on  appeal  to  an 
Administrative  Law  Judge. 

What  studies  have  been  done  on  how  disability  claims  are 
decided  and  the  reasons  for  the  apparently  high  reversal  rates  on 
Federal  appeals  of  these  claims?    What  have  these  studies  shown? 

Mr.  Svahn.    First,  we  would  like  to  correct  a  misunderstanding 
about  the  percentage  of  people  denied  disability  benefits  who  win 
them  on  appeal  to  an  Administrative  Law  Judge  (ALJ).    While  it  is 
true  that  approximately  half  of  those  denied  applicants  who  appeal 
to  the  ALJ  level  win  their  appeals;  those  winning  their  ALJ  appeals 
constitute  only  about  14  percent  of  all  applicants  denied  at  the 
initial  level. 

As  a  result  of  Congressional  concern  about  the  high  overall 
percentage  of  claims  for  disability  benefits  which  are  allowed  at 
the  hearing  level,  as  well  as  a  wide  variance  in  allowance  rates 
among  individual  administrative  law  judges,  section  304(g)  of  Public 
Law  96-265  required  that  the  Secretary  of  HHS  "shall  implement  a 
program  of  reviewing,  on  his  own  motion,  decisions  rendered  by 
administrative  law  judges  as  a  result  of  hearings  under  section 
221(d)  of  the  Social  Security  Act,  and  shall  report  to  the  Congress 
by  January  1,  1982,  on  his  progress."    In  reporting  this  section  of 
the  Senate  bill,  the  Conference  Committee  stated  its  belief  that  the 
Secretary's  report  should  identify  the  effect  of  the  following 
factors:     the  claimant's  first  appearance  before  a  decisionmaker  at 
the  hearing  level;  additional  evidence  submitted  at  the  hearing 
level;  significant  changes  in  State  Disability  Determination  Service 
(DDS)  denial  rates;  and  administrative  law  judges  and  State  DDS's 
operating  with  different  policy  guidelines. 

To  respond  to  the  requirements  of  section  304(g)  SSA  has  now 
completed  an  initial  review  of  ALJ  decisions  which  was  the  basis  for 
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a  report  transmitted  to  Congress  by  the  Secretary  of  Health  and 
Human  Services  on  March  19,  1982,  and  which  provided  guidance  for  an 
ongoing  review,  begun  in  October  1981.    The  findings  of  that  initial 
review  are  summarized  in  the  following  excerpt  from  the  report  to 
Congress . 

"The  initial  review  was  based  on  a  sample  of  3,600 
recent  ALJ  decisions  on  disability  cases.     The  case 
folders  were  reviewed  by  two  different  units  within  SSA: 
The  Office  of  Assessment  (OA),  which  operated  under  the 
standards  governing  the  DDSs,  and  the  Appeals  Council, 
which  applied  the  standards  and  procedures  governing  ALJ 
decisions.    Each  unit  made  new  decisions  on  each  case 
without  being  aware  of  the  original  ALJ  decision  or  the 
decision  of  the  other  reviewing  organization.    These  new 
decisions  were  used  only  for  analytical  purposes;  they 
were  not  used  to  actually  alter  the  original  ALJ 
determination. 

The  major  finding  of  the  initial  review  was  that 
significant  differences  in  decision  results  were  produced 
when  these  different  decisionmakers  were  presented  with 
the  same  evidence  on  the  same  cases.     The  ALJs  allowed 
64  percent  of  the  cases.     The  Appeals  Council,  applying 
AU  standards,  allowed  48  percent.     OA,  applying  DDS 
standards,  allowed  only  13  percent. 

An  examination  of  the  standards  and  procedures 
governing  the  ALJs  and  DDS's  indicates  distinct 
differences.     In  certain  instances,  operational 
definitions  are  not  identical.     In  other  instances,  ALJ 
procedures  permit  a  finding  of  disability  that  is  not 
possible  under  the  DDS  standards.     Finally,  in  some  areas 
the  definitions  contained  in  the  standards  are  the  same, 
but  procedures  differ  for  evaluating  evidence  of 
impairment. 

Initial  review  data  also  indicated  that,  even  when 
decisionmakers  were  applying  the  same  standards,  they  were 
not  applying  them  consistently.     The  Appeals  Council 
denied  37  percent  of  the  cases  which  ALJs  allowed,  and 
allowed  21  percent  of  the  cases  which  ALJs  denied.  A 
detailed  examination  of  the  cases  on  which  both  the  ALJs 
and  Appeals  Council  agreed  shows  that  the  Council  agreed 
with  the  ALJs  as  to  the  basis  for  an  allowance  or  denial 
much  less  frequently  than  it  agreed  on  whether  the  case 
should  be  allowed  or  denied.    Moreover,  if  the  Appeals 
Council  decision  is  taken  as  the  "correct"  decision  under 
the  rules  governing  ALJs,  the  review  indicates  that 
decisions  to  allow  cases  by  ALJs  with  high  allowance  rates 
are  more  often  "incorrect"  than  the  decisions  of  ALJs  with 
lower  allowance  rates. 

There  are  also  indications  that  varying  quality 
control  procedures  and  management  emphases,  in  combination 
with  the  subjective  element  in  the  disablity  determination 
process,  may  contribute  to  the  distinct  differences  and 
trends  in  disability  decisions  made  at  the  different 
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organizational  levels. 

Results  from  the  review  suggest  that  the  in-person 
appearance  of  claimants  at  ALJ  hearings  may  make  a 
difference.    The  AU  hearing  is  the  first  time  that  the 
claimant  appears  before  a  decisionmaker.    As  part  of  the 
review,  all  information  related  to  the  claimant's  in- 
person  appearance  was  removed  from  a  special  subsample  of 
case  folders  and  these  folders  were  then  distributed  to 
other  ALJs  for  read judication  based  on  the  case  record. 
The  original  ALJ  allowance  rate  of  more  than  60  percent 
dropped  to  46  percent  when  the  in-person  information  was 
removed  from  the  case. 

Data  from  this  special  subsample  also  show  that 
additional  medical  evidence  submitted  after  the  DDS 
decision  significantly  affects  ALJ  allowance  rates.  The 
ALJ  allowance  rate  dropped  from  46  percent  to  31  percent 
when  all  evidence  added  after  the  final  DDS  decision  was 
deleted  from  folders  in  the  sample." 

VOCATIONAL  AND  MEDICAL  EVIDENCE 

Mr.  Roybal.  I  understand  that  in  35  to  40  percent  of  all 
disability  cases  reaching  the  hearing  stage,  Social  Security  staff 
attorneys  conclude  that  additional  vocational  and  medical  evidence 
is  necessary.    One  explanation  for  this  problem  is  that  local 
government  agencies,  in  preparing  case  workups,  are  doing  less 
thorough  medical  evaluations  in  an  effort  to  cut  back  on 
expenditures. 

What  is  the  cost  of  ordering  more  vocational  and  medical 
evidence  at  the  Federal  level  compared  with  the  cost  of  obtaining 
sufficient  evidence  at  the  local  level  when  a  claim  is  first  filed? 

Mr.  Svahn.    Resources  requested  for  the  Disability  State 
Agencies  represent  an  increasing  share  of  the  total  SSA 
administrative  budget — 16.1  percent  in  FY  1981  and  20.3  percent  in 
FY  1983.    As  shown  in  the  table  below  one-third  of  the  funds 
requested  for  the  State  agencies  in  FY  1982  and  FY  1983  is  for  the 
purchase  of  consultative  examinations  or  medical  and  vocational 
evidence.    We  have  not  asked  the  States  to  arbitrarily  to  cut  back 
expenditures  in  this  area. 

Disability  Medical  & 

State  Agencies  Vocational 

Obligations  Costs  Percent 

FY  1981  Estimate   $434,355,465    $137,510,376  31.7 

FY  1982  Estimate   561,659,000       87,944,000  33.5 

FY  1983  Estimate   668,790,000      226,092,000  33.8 


In  making  their  decisions  on  initial  claims  and  on 
reconsiderations,  the  State  agencies  are  required  to  obtain 
sufficient  medical  and  vocational  evidence  to  enable  them  to 
determine  the  severity,  expected  duration, and  onset  of  the 
claimant's  impairment,  and  its  effect  on  his  or  her  ability  to 
perform  substantial  gainful  activity.    However,  the  State  agencies 
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are  required  to  exercise  their  medical  judgement  to  obtain  only 
evidence  which  they  believe  will  be  pertinent  to  their  disability 
determination,  while  avoiding  the  cost  to  the  Federal  government  of 
obtaining  additional  evidence  which  they  believe  would  be 
duplicative,  or  which  would  relate  to  medical  treatment  for 
conditions  which  would  have  no  bearing  on  the  question  of  the 
claimant's  disability. 

On  the  other  hand,  in  perfecting  the  record  at  the  hearing 
level,  administrative  law  judges  generally  obtain  all  available 
evidence  to  ensure  that  a  complete  record  is  available  for  any 
further  administrative  or  judicial  review  of  the  hearing  decision. 
Additional  evidence  can  also  be  needed  at  the  hearing  level  in  order 
to  evaluate  possible  changes  in  the  claimant's  medical  condition 
since  the  time  of  the  lower  level  decisions.    Administrative  law 
judges  purchase  three  types  of  evidence.     These  are:  expert 
testimony,  consultative  examinations,  and  medical  evidence  of 
record.    Expert  testimony  is  obtained  from  medical  advisors  and 
vocational  experts  who  appear  at  the  hearing  or  submit  a  written 
deposition.     In  FY  1981  expert  testimony  was  solicited  for 
19  percent  of  the  hearings,  at  a  cost  of  $5,126,000.  Consultative 
examinations  and  medical  evidence  of  record  are  generally  purchased 
by  the  State  agencies  at  the  request  of  an  ALJ.  Because 
expenditures  for  ALJ-requested  evidence  are  included  with  other 
State  agency  purchases  of  evidence,  a  separate  accounting  is  not 
available. 


652 


ENERGY  AND  EMERGENCY  ASSISTANCE  ALLOCATIONS  TO  STATES 

Mr.  Roybal.     Your  budget  justification  provides  total  dollar 
figures  for  the  Energy  and  Emergency  Assistance  programs  combined  in 
FY  1982  and  1983,  broken  down  by  State.     Could  you  also  provide  us  with 
FY  1982  estimates  for  these  programs  separately,  on  a  State-by-State 
basis? 


Mr.  Svahn.  The  figures  you  requested  are  shown  in  the  following 
table: 

FY  1982 
Energy  /  Emergency 


State 


Assistance 


Alabama  $16,078,238 

Alaska  10,263,099 

Arizona  7,775,628 

Arkansas  12,268,455 

California  86,255,067 

Colorado  30,074,454 

Connecticut  39,233,186 

Delaware  5,207,450 
District  of 

Columbia  6,092,978 

Florida  25,440,574 

Georgia  20,114,674 

Hawaii  2,025,658 

Idaho  11,731,041 

Illinois  108,590,685 

Indiana  49,166,812 

Iowa  34,845,178 

Kansas  16,002,468 

Kentucky  25,586,242 

Louisiana  16,437,531 

Maine  25,416,850 

Maryland  30,040,354 

Massachusetts  78,479,365 

Michigan  103,097,338 

Minnesota  74,275,799 

Mississippi  13,784,591 

Missouri  43,375,360 

Montana  13,759,765 

Nebraska  17,232,277 

Nevada  3,651,981 

New  Hampshire  14,854,543 

New  Jersey  72,855,884 

New  Mexico  9,734,546 

New  York  237,885,506 
North  Carolina  35,452,156 

North  Dakota  14,947,268 


Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 


96,064,691 
14,779,203 
23,308,973 
127,779,600 
12,918,151 


South  Carolina  12,769,398 
South  Dakota  12,139,799 


Tennessee 

Texas 

Utah 

Vermont 

Virginia 

Washington 

West  Y1rg1n1a 

Wisconsin 

Wyoming 

Guam 

Puerto  R1co 
TTPI 

N.  Marianas 
American  Samoa 
Virgin  Islands 


25,918,315 
42,324,626 
13,975,670 
11,134,008 
36,592,511 
38,340,049 
16,932,359 
66,858,884 
5,595,550 
88,563 
2,198,369 
93,379 
30,760 
40,394 
83.747 


Assistance 

-0- 
-0- 
-0- 


34.000 


-0- 
-0- 
-0- 

170,000 

1,046,000 
-0- 
-0- 
-0- 
-0- 

400,000 

-0- 
-0- 

47,000 

-0- 

-0- 

-0- 
2,039,000 
4,985,000 

11,500,000 
2,965,000 

-0- 

-0- 

36,000 
186,000 

-0- 
-0- 

1,829,000 
-0- 

12,835,000 

-0- 

-0- 

10,587,000 
791 ,000 
1,743,000 
148,000 

-0- 
-0- 
-0- 
-0- 
-0- 
-0- 

156,000 
42,000 
2,097,000 
457,000 
75,000 
190,000 

-0- 

250,000 

-0- 
-0- 
-0- 
-0- 


Total         FY  1983  Proposal 


10,821,724 
6,907,754 
5,233,513 
8,275,616 
58,055,395 
20,242,104 
27,081,440 
3.576.892 


$16,078,238 
10,263,099 

7,775,628 
12,302,455 
86,255,067 
30,074,454 
39,233,186 

5,377,450 

7,138,978 
25,440,574 
20,114,674 
2,025,658 
11,731,041 
108,990,685 
49,166,812 
34,845,178 
16,049,468 
25,586,242 
16,437,531 
25,416,850 
32,079,354 
83,464,365 
114,597,338 
77,240,799 
13,784,591 
43,375,360 
13,795,765 
17,418,277 
3.651,981 
14,854,543 
74,683,884 
9,734,546 
250,720,506 
35,452,156 
14,947,268 
106,651,691 
15,570,203 
25,051,973 
127,927,600 
12,918,151 
12,769,398 
12,139,799 
25,918,315 
42,324,626 
13,975,670 
11,290,008 
36,634,511 
40,432,049 
17,389,359 
66,933,884 
5,785,550 
88,563 
2,448,369 
93,379 
30,760 
40,394 
83.747 


4,683,481 
17,123,199 
13,538,507 
1,363,407 
7,895,765 
73,278,237 
33,092,527 
23,453,124 
11,082,443 
17,107,225 
11,063,545 
17,107,225 
21,197,009 
54,858,237 
74,602,871 
51,078,591 
9,277,942 
29,255,316 
9,280,537 
11,696,726 
2,458,025 
9,998,096 
49,997,747 
6,551,994 
75,432,644 
23,861,654 
10,060,499 
71,330,367 
10,394,784 
16,420,118 
86,087,785 
8,694,773 
8,594,652 
8,170,888 
17,444,751 
28,487,287 
9,406,552 
7,584,579 
24,651,999 
26,826,525 
11,651,591 
45,038,487 
3,842,796 
60,296 
1,571,569 
63,576 
20,942 
27,501 
67,544 


Total  1,872,000,000  54,603,000     1,926,603,000  $1,297,800,000 
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PROPOSED  LEGISLATIVE  CHANGES  FOR  THE  SSI  PROGRAM 

Mr.  Early.  I  have  a  few  questions  on  the  proposed  legislative 
changes  for  the  SSI  program.  Approximately  how  much  money  will  be 
saved  if  the  first  month's  benefits  are  prorated? 

Mr.  Svahn.  It  is  estimated  that  the  proposal  to  prorate  the 
first  month's  benefits  will  save  $10  million  in  FY  1982  and 
$40  million  in  FY  1983. 

Mr.  Early.  Has  the  prorating  technique  been  used  in  the  past? 

Mr.  Svahn.    Prorating  has  not  previously  been  used  in  the  SSI 
program.    However,  the  Omnibus  Budget  Reconciliation  Act  of  1981 
contained  a  provision  that  allows  prorating  in  the  Food  Stamp 
program.    The  SSI  proposal  is  similar  to  the  Food  Stamp  provision. 

Mr.  Early.  Under  current  law  the  recipients  are  paid  a  full 
month's  benefit-is  this  due  to  the  amount  of  time  it  takes  to 
process  applications? 

Mr.  Svahn.  No.  Actually,  a  person  gets  a  full  month's  benefit 
for  the  month  in  which  he  files  his  application  because  present  law 
provides  that  an  application  filed  any  time  in  a  month  will  be 
considered  to  have  been  filed  as  of  the  first  day  of  the  month. 

DISABILITY  REQUIREMENT 

Mr.  Early.  By  extending  the  permanently  disabled  requirement 
from  not  less  than  12  months  to  at  least  24  months,  how  many  present 
recipients  will  be  adversely  affected? 

Mr.  Svahn.  Present  recipients  will  not  be  affected  by  this 
legislative  proposal  because  it  will  only  be  effective  for 
applications  filed  after  June  1982.     While  the  proposal  will  not 
affect  present  recipients,  the  proposal  will  result  in  the 
ineligibility  of  5,000  new  applicants  in  FY*1982  and  a  total  of 
20,000  individuals  in  FY  1983,  who  would  be  eligible  under  current 
law. 
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Mr.  Early.  According  to  statistics,  do  many  of  those  receiving 
permanent  disability  benefits  go  off  the  rolls  after  1  year?     If  no, 
why  are  you  proposing  to  extend  the  requirement  if  these  person's 
disabilities  do  last  more  than  a  year? 

Mr.  Svahn.  Although  we  maintain  statistics  on  individuals  whose 
SSI  disability  benefits  are  terminated,  we  do  not  have  statistics 
readily  available  which  would  allow  us  to  identify  separately  those 
whose  benefits  terminated  more  than  1  year  but  less  than  2  years 
after  becoming  disabled,  due  to  medical  recovery. 

We  propose  to  extend  the  duration  requirement  to  24  months 
because  we  believe  some  who  now  receive  disability  benefits  should 
not.    Although  they  meet  the  present  requirements  for  getting  into 
the  program,  they  are  not  permanently  disabled.    We  believe  a 
24-month  requirement  would  serve  to  exclude  those  whose  disabilities 
are  relatively  short-term  and  amenable  to  treatment  which  would 
restore  their  ability  to  work.    The  present  12-month  requirement  may 
encourage  those  with  less  severe  handicaps  to  rely  on  disability 
benefits  rather  than  attempting  to  adapt  to  their  conditions  and 
seek  work  that  they  are  capable  of  doing. 

SSI  RECIPIENTS 

Mr.  Early.     The  budget  just if iat ion  states  that  the  number  of 
aged  recipients  is  declining  while  the  number  of  blind  and  disabled 
recipients  continues  to  increase.    How  is  this  so — given  the  fact 
that  the  elderly  (65  and  older)  population  is  growing  twice  as  fast 
as  the  general  population? 

Mr.  Svahn.    While  it  is  true  that  there  is  a  growth  in  the 
elderly  general  population,  this  growth  has  not  led  to  a  growth  in 
the  number  of  aged  SSI  recipients.     This  is  due  to  the  fact  that  a 
larger  proportion  of  the  population  is  receiving  title  II  benefits 
and  these  title  II  benefits  have  increased  the  income  of  the  elderly 
to  the  extent  that  fewer  are  eligible  for  SSI  benefits. 

Mr.  Early.  How  will  the  proposed  legislative  changes  directly 
affect  the  number  of  aged,  blind  and  disabled  recipients? 

Mr.  Svahn.    The  proposed  legislative  proposals  will  affect 
95,000  SSI  recipients  in  FY  1982  and  390,000  in  FY  1983;  of  these 
totals,   15,000  in  FY  1982  and  85,000  in  FY  1983  will  be  ineligible 
for  benefits,  while  the  remainder  in  each  year  will  have  a  reduction 
in  benefits.    The  disability  proposals  will  make  15,000  recipients 
in  FY  1982  and  60,000  recipients  in  FY  1983  ineligible  for 
benefits.    All  other  legislative  proposals  will  affect  both  aged  and 
blind  and  disabled  recipients. 

Mr.  Early.     Is  the  decline  of  .7  percent  in  the  average  number 
of  SSI  recipients  due  totally  to  the  new  legislative  proposals. 

Mr.  Svahn.    The  estimated  decline  of  .7  percent  in  the  average 
number  of  SSI  recipients  in  FY  1983  in  comparison  with  FY  1982 
refers  to  the  decline  under  current  law  alone  without  any 
consideration  of  proposed  legislation. 
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Mr.  Early.  What  has  the  trend  in  growth,  over  the  past  several 
years  been  for  this  program? 

Mr.  Svahn.    Over  the  last  few  years  the  trend  has  been  for  the 
caseload  to  decline  slightly  as  shown  by  the  following  table  which  I 
will  provide  for  insertion  to  the  record: 

Average  Monthly 
Federal  SSI  Recipients 

1978   3,782,000 

1979   3,700,000 

1980   3,700,000 

1981   3,663,000 

ERROR  RATES 

Mr.  Early.    How  much  of  the  FY  1983  budget  will  be  allocated  to 
reducing  error  rates?    What  is  the  projected  total  cost  of  the 
automated  system? 

Mr.  Svahn.    It  is  not  really  possible  to  put  a  specific 
administrative  cost  on  our  efforts  to  reduce  error  rates  as  it  is 
part  of  our  ongoing  efforts  to  improve  upon  the  overall  quality  of 
our  performance,  especially  in  regard  to  the  redetermination  process, 
and  cannot  be  separated  out  conveniently  from  normal  operations.  In 
regard  to  the  cost  of  the  IRS  automated  interface,  we  obtained  IRS 
approval  of  this  proposal  recently  and  have  not  yet  had  the 
opportunity  to  fully  develop  our  plans  and  the  cost  of  such  a 
system. 

CONTINUING  DISABILITY  INVESTIGATIONS 

Mr.  Early.    How  are  the  continuing  disability  investigations 
conducted,  and  to  what  extent  are  you  planning  to  increase  this 
function? 

Mr.  Svahn.    Continuing  disability  investigations  (CDI's)  are 
conducted  by  State  Disability  Determination  Services  (DDS)  as  a 
result  of  a  recipient's  anticipated  or  actual  medical  improvement  or 
work  activity.    CDI's  can  originate  for  several  reasons.    The  most 
common  reason  is  that  a  reexamination  is  scheduled  at  the  time  of 
the  initial  determination  of  disability,  or  as  the  result  of 
previous  reexamination  due  to  a  favorable  prognosis  for  the 
impairment.    Other  reasons  include  reports  of  improvement  by  the 
recipient,  State  rehabilitation  agencies,  or  other  sources.    A  CDI 
may  also  be  initiated  upon  notification  that  the  recipient  has 
returned  to  work.    This  may  be  as  a  result  of  a  recipient's  report 
of  work  activity,  or  earnings  posted  to  the  recipient's  Social 
Security  earnings  record. 

As  soon  as  possible  after  the  DDS  receives  word  to  conduct  a 
CDI,  the  recipient  is  notified  of  the  CDI  in  progress,  and  the 
necessary  medical  releases  and  evidence  are  requested.    The  State 
disability  examiner  then  determines  if  any  of  the  new  medical 
evidence  submitted  by  the  recipient  or  his  physician  is  sufficient 
to  document  a  determination.     If  the  evidence  is  not  sufficient,  or 
the  recipient  fails  to  submit  evidence,  then  a  consultative 
examination  is  scheduled  at  SSA's  expense. 
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In  1981,  89,000  GDI's  were  processed  for  SSI  recipients.  The 
President's  budget  includes  resources  to  increase  this  number  to 
108,000  in  1982  and  373,000  in  1983. 

SSI  FEDERAL  BENEFIT 

Mr.  Early.    Under  the  FY  1983  budget  request,  could  you  tell  us 
what  the  estimated  monthly  Federal  benefit  would  be?    What  was  the 
FY  1982  average  benefit? 

Mr.  Svahn.    The  following  table  shows  average  monthly  Federal 
payments  to  SSI  recipients  during  FY  1982  and  FY  1983  under  current 
law: 

FY  1982  FY  1983 

Aged...   $119.33  $138.48 

Blind  and  Disabled...  193.10  226.51 
All  SSI  Recipients...        $163.87  $192.85 

HIGHER  SSI  PAYMENTS 

Mr.  Early.    Would  you  explain  why  the  SSI  recipients  who  were 
on  the  State  adult  rolls  prior  to  the  SSI  program,  on  the  average, 
receive  higher  payments  than  those  who  become  eligible  for  SSI  after 
January  197A. 

Mr.  Svahn.    The  reason  appears  to  be  that  those  who  came  on  the 
State  adult  rolls  prior  to  the  SSI  program  did  not  have  on  the 
average  as  great  an  attachment  to  the  work  force  and  were  not  as 
likely  to  have  income  from  Social  Security  and  other  sources  as 
those  who  came  on  to  the  rolls  after  January  1974. 

HOLD  HARMLESS  PAYMENTS 

Mr.  Early.    Massachusetts  is  not  receiving  hold  harmless 
payments  now,  in  FY  1982,  is  that  correct? 

Mr.  Svahn.    SSA  does  not  anticipate  that  Massachusetts  will 
receive  hold  harmless  payments  in  FY  1982. 

VOCATIONAL  REHABILITATION 

Mr.  Early.    As  a  result  of  the  Reconciliation  Act,  the  Social 
Security  Administration  only  reimburses  Vocational  Rehabilitation 
(VR)  agencies  for  the  cost  of  those  who  are  successfully 
rehabilitated — results  in  gainful  activity  for  a  continuous  period 
of  9  months.    As  one  would  assume,  and  the  justification  states,  the 
State  rehabilitation  agencies  will  be  taking  on  fewer  cases  because 
of  the  more  restrictive  definition  of  success.    Who  picks  up  those 
cases  that  are  passed  over  and  how  are  the  costs  financed?  What 
becomes  of  the  people  that  are  not  rehabilitated  because  they  may 
not  be  successfully  rehabilitated? 

Mr.  Svahn.    Based  on  the  new  definition  of  rehabilitation  under 
this  program,  fewer  disabled  SSI  recipients  will  have  the  potential 
for  rehabilitation  that  will  result  in  reimbursement  for  the  cost  of 
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services.    The  legislative  intent  of  the  basic  State  grant  program — 
under  authority  of  the  1973  Rehabilitation  Act — is  to  give  priority 
to  serving  the  most  severely  disabled  individuals  first,  and  SSI 
recipients  are  in  this  group.    Rehabilitation  agencies  should 
continue  to  provide  services  to  these  individuals,  but  reimbursement 
from  the  SSI  appropriation  may  not  be  provided  unless  the  definition 
of  success  is  met. 

Mr.  Early.    How  many  fewer  cases  are  expected  to  be  handled  in 
fiscal  year  1983,  and  could  you  give  us  an  indication  of  how  many 
less  cases  have  been  handled  this  year? 

Mr.  Svahn.    We  don't  have  specific  numbers  as  far  as  cases  to 
be  handled  in  1982  and  1983.    We  expect  those  involving 
reimbursement  from  SSI  funds  to  be  far  fewer  than  under  the  old 
program,  which  distributed  funds  to  State  VR  agencies  to  serve  as 
many  recipients  as  possible.    Since  we  have  no  experience  with  this 
type  program,  our  funding  estimates  are  not  based  on  specific 
caseloads.    However,  if  valid  reimbursement  requests  exceed 
available  resources  we  will  attempt  to  obtain  additional  funding. 

Mr.  Early.    What  is  the  anticipated  savings  from  this  action? 

Mr.  Svahn.     Savings  estimated  for  this  program  are  $35.5  million 
in  1982  and  $34  million  in  1983 — based  on  the  1981  funding 
level  of  $37  million. 


DEMONSTRATION  PROJECTS 

Mr.  Early.  How  will  the  $2  million  requested  for  demonstration 
projects  be  allocated  among  the  three  projects  tentatively  planned? 

Mr.  Svahn.    Firm  decisions  have  not  been  made,  but  we  can  tell 
you  our  thinking.    The  alcoholic  and  drug  addict  treatment  project 
is  tentatively  projected  to  cost  $1.4  million  and  the  supported  work 
project  is  tentatively  projected  to  cost  $.6  million  in  1983.  The 
project  to  evaluate  monthly  reporting  requirements  would  not  be 
funded  until  FY  1984  because  we  first  intend  to  conduct  an 
operational  study  of  administrative  records  in  1982  to  determine 
whether  our  records  contain  sufficient  information  to  base  decisions 
on  monthly  reporting  requirements.    The  demonstration  project  will 
be  conducted  only  if  we  need  additional  information  to  make 
decisions . 

Mr.  Early.  Is  it  possible  that  only  one  or  two  of  these  would 
be  funded? 

Mr.  Svahn.    Yes.     The  research  office  has  been  instructed  to 
develop  detailed  plans  in  each  of  these  three  areas  to  show  what 
could  be  done  in  a  demonstration.    They  will  be  presenting  these 
plans  along  with  their  recommendations  to  me  for  a  final  decision 
prior  to  proceeding  with  any  of  the  projects. 
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Mr.  Early.    How  would  the  Support  Work  for  the  Mentally 
Retarded  be  operated? 

Mr.  Svahn.    Although  our  plans  are  not  yet  final,  the  research 
office  currently  envisions  a  project  in  which  we  contract  with 
training  organizations ,  some  of  whom  have  used  the  supported  work 
program  for  other  hard-to-employ  groups  like  AFDC  mothers,  to 
establish  programs  for  retarded  SSI  recipients.    We  will  negotiate 
with  the  few  such  organizations  that  are  already  working  with 
retarded  clients  to  enroll  a  sufficient  number  of  SSI  recipients  to 
enable  valid  conclusions  to  be  drawn  specifically  regarding  the  SSI 
population. 

Trainees  will  be  placed  in  real  jobs  and  provided  with 
intensive  supervision  and  counseling  and  other  support  services.  We 
will  vary  the  services  somewhat  to  determine  the  most  cost-efficient 
method  of  training  individuals  with  various  levels  of  severity  of 
retardation.     Comparison  groups  will  be  monitored  to  determine  the 
extent  to  which  benefit  savings  can  be  attributed  directly  to  the 
supported  work  program  rather  than  to  other  effects,  such  as  changes 
in  the  state  of  the  economy  and  general  employment  opportunities. 

The  demonstration  would  test  whether  a  program  of  this  type 
could  be  cost  effective. 

REPROGRAMMING 

Mr.  Early.     The  Agency  is  proposing  to  reprogram  $7,240,000  in 
AFDC  benefits  to  Federal  Administrative  expenses  for  Assistance 
Payments  and  Child  Support  Enforcement.    How  will  the  reprogramming 
not  adversely  affect  the  AFDC  benefit  payments? 

Mr.  Svahn.    An  analysis  of  funding  needs  was  made  of  the  time 
the  FY  1983  budget  was  submitted  to  the  Congress.    A  subsequent 
analysis  has  also  been  completed.     Both  analyses  indicate  that  the 
reprogramming  of  $7,240,000  from  AFDC  benefits  to  Federal 
Administrative  Expenses  will  not  adversely  affect  our  ability  to 
provide  funding  to  the  States  for  AFDC  benefit  payments.  The 
Congress  provided  this  appropriation  with  the  authority  to  borrow  up 
to  $1  billion  from  the  next  fiscal  year  for  making  payments  to 
States.    We  believe  that  the  available  funding  for  FY  1982, 
including  the  borrowing  authority,  should  provide  sufficient  funds 
for  AFDC  benefit  payments  to  support  the  reprogramming  to  Federal 
Administrative  Expenses.    On  the  other  hand,  we  believe  that  this 
reprogramming  is  necessary,  if  we  are  to  achieve  the  maximum 
possible  savings  in  FY  1982  from  the  Omnibus  Budget  Reconciliation 
Act  of  1981  and  thereby  avoid  exceeding  the  $1  billion  limit  on 
borrowing  from  the  subsequent  year's  appropriation. 
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CHILD  SUPPORT  ENFORCEMENT  APPROPRIATION 

Mr.  Early.  Why  is  a  separate  appropriation  being  made  for  Child 
Support  Enforcement? 

Mr.  Svahn.     A  separate  appropriation  has  been  proposed  in  recog- 
nition that  the  Office  of  Child  Support  is  an  independent  agency  and 
not  part  of  the  Social  Security  Administration.     The  separate 
appropriation  includes  grants  to  States  to  administer  the  program, 
Federal  administrative  costs,  and  research  and  evaluation  funds. 
Child  support  collections  continue  to  appear  in  the  Assistance  Pay- 
ments Program  account  as  an  offset  to  AFDC  benefit  costs.     I  would 
also  like  to  point  out  that  the  legislation  proposed  by  the  Admini- 
stration would  significantly  change  the  program's  financial  structure 
and  may  require  changes  to  this  separate  structure. 

Mr.  Early.     Would  you  please  explain  what  is  being  done  with 
this  account  and  what  the  funding  level  for  this  activity  will  be? 

Mr.  Svahn.     The  costs  for  the  program  have  been  separated  from 
the  collections  and  combined  into  this  new  account.     In  1983  the 
funding  level  is  $408,377,000  of  which  $123,500,000  was  included  as 
an  advance  appropriation  in  our  1982  appropriation  request.  This, 
of  course,   includes  the  effect  of  proposed  legislation. 

Mr.  Early.     The  budget  request  indicates  that  child  support  en- 
forcement collections  will  increase  by  5.7  percent  in  FY  83.  How 
do  you  substantiate  the  increase  in  the  number  of  parents  from  whom 
money  is  collected,  and  an  increase  in  that  amount  as  well? 

Mr.  Svahn.     The  increase  in  caseload,   the  number  of  absent 
parents  from  whom  a  collection  is  made,   is  based  on  historical  trends 
of  10  percent  yearly  increases  to  the  basic  program.     This  increase 
has  been  reduced  to  2.5  percent  due  to  the  projected  reductions  in 
the  AFDC  program,  and  a  caseload  decline  in  the  Tax  Refund  Offset 
Program  due  to  the  unemployment  rates  in  FY  4982  and  public  aware- 
ness of  the  program.     In  addition,  the  amount  collected  per  case  has 
in  the  past  increasedat  about  half,  the  level  of  the  CPI  increases 
and  is  projected  to  continue  at  this  rate. 

INCREASES  IN  AFDC  CASELOAD 

Mr.  Early.    Two  factors  that  caused  increases  in  the  AFDC 
caseload  are  the  impact  of  unemployment  and  the  increase  in  the 
number  of  female-headed  families.     Could  you  explain  the  direct 
correlation  between  these  factors  and  give  us  an  indication  of  what 
the  AFDC  payments  will  look  like  if  these  trends  continue? 

Mr.  Svahn.    Under  present  law  the  AFDC  caseload  is  expected  to 
continue  to  increase  through  FY  1982  primarily  as  a  result  of 
increases  in  the  unemployment  rate  and  the  number  of  female-headed 
families.    The  caseload  Increase  from  FY  1981  to  FY  1982  will  be 
substantially  reduced  as  a  result  of  the  implementation  of  the  AFDC 
provisions  of  the  Omnibus  Budget  Reconciliation  Act  of  1981.  In 
FY  1983,  the  average  monthly  AFDC  caseload  is  expected  to  decrease 
under  present  law  as  the  full-year  impact  of  the  Reconciliation  Act 
provisions  is  felt  and  as  the  unemployment  rate  begins  to 
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decrease.    Partially  offsetting  these  decreases  is  an  increase  from 
FY  1982  to  FY  1983  in  the  number  of  female-headed  families. 
Additional  caseload  reductions  are  expected  in  both  FY  1982  and 
FY  1983  from  the  proposed  legislation  which  has  been  included  in  the 
FY  1983  President's  Budget. 

Under  present  law,  the  AFDC  caseload  is  expected  to  continue  to 
decline  from  the  1982  level  as  the  unemployment  rate  decreases. 
This  decrease  in  caseload  will  be  moderated  by  the  anticipated 
growth  in  the  number  of  female-headed  families.     Future  AFDC 
caseloads  will  depend  to  a  large  extent  on  the  direction  and 
magnitude  of  the  changes  in  both  the  unemployment  rate  and  the 
number  of  single-parent  families.    Over  the  longer  run,  sustained 
economic  recovery  coupled  with  continued  improvement  in  program 
administration  are  expected  to  reduce  the  AFDC  caseload  from  the 
FY  1982  level. 

IMPACT  OF  COUNTING  ENERGY  ASSISTANCE  AS  AFDC  INCOME 

Mr.  Early.     Much  controversy  has   surfaced  over 
the  proposal   to  require   States   to  count  energy 
assistance  benefits  as   income  when  calculating  AFDC 
payments.      Presently,   do   the  AFDC   benefits   allow  for 
fuel  assistance  payments   and   if   so,   how  is  this 
portion  of  the  benefit  calculated? 

Mr.   Svahn.     The  Administration's  proposal  would 
require   States   to  count   as   income   low-income  energy 
assistance   payments   to   the   extent   they  duplicate  the 
amounts   for  heating  and/or  cooling  in  the  State 
payment  standard.     All  States   include  utilities  as  a 
basic   item  in   their   payment   standards.      However,  if 
the   State  uses  a  consolidated  payment   standard  and 
does  not   identify  an  amount   specifically  for  heating 
and/or  cooling,   the  State  can  define  what  portion  of 
its  payment  standard  is   for  heating  and/or  cooling 
using  historical  projections  or  some  other  reasonable 
and  supportable  method. 

Mr.  Early.     If  this  proposal  is  adopted,  what  would  the  savings 
attributed  to  this  measure  be? 

Mr.  Svahn.     We  estimate  that  this  proposal  would  save 
$175  million  in  Federal  funds  and  $149  million  in  State  funds 
annually. 
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Mr.  Early.     What  impact  would  this  have  on  recipients? 

Mr.  Svahn.  The  impact  on  the  AFDC  recipient  would  be  a 
dollar-f or-dollar  reduction  in  AFDC  up   to   the  amount 
included  as   part   of   the  AFDC  payment   standard  for 
heating   and/or   cooling.      For   example,    if  a  monthly 
AFDC  payment   included   $20  for   energy  and   the  household 
received   a  $50   energy  assistance   payment,    the  AFDC 
grant  would  be  offset  by  $20.      The  remaining  $30  from 
the  energy  grant  would  not   be   counted   as   income  for 
AFDC.      States  would  have   the  option  of   prorating  the 
energy  assistance  benefit   across   two  or  more  months  if 
it  is   a  single  payment   intended   to  meet   the  needs  of 
several  months. 


IMPLEMENTATION  OF  THREE  WORK  OPTIONS 

i 

Mr.  Early.  What  feedback  has  the  Office  of 
Family  Assistance  received  concerning  the  States 
desire   to   implement  either  of   the  3  work  options. 

Mr.    Svahn.     Many   States   are  currently 
implementing  optional   CWEP  and  WIN  demonstration 
programs.      Utah  has   been  running  a   program  similar  to 
CWEP  for  more  than  7   years.     Three  States  (North 
Dakota,    Oklahoma   and  West  Virginia)   implemented  CWEP 
programs   in  January;    8  other  States   intend  to 
implement  CWEP  programs   this  year.    In   addition,  5 
States  are   implementing  CWEP  demonstration  programs. 

Twenty   States   have   expressed   interest  in 
operating  WIN  demonstration  projects.     Three  States 
(Oklahoma,    Oregon,    and  Texas)   have  begun  operation, 
and  10  more   States   expect   their   demonstration  programs 
to  begin  by  April. 

States  have  been  slower   in  developing  work 
supplementation   programs.      No   State  has  implemented 
this   option  yet.     However,   a  number  of   States  have 
expressed   interest   in   it,    and  we   expect    interest  to 
grow  now  that  we  have  removed   a  financial  disincentive 
that   existed  under  our   int er im- f inal  regulations. 
States  no  longer  have   to  worry  that   the   overall  amount 
of  money  available   for  AFDC  will  be   capped   because  of 
work  supplementation. 
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Mr.  Early.     What  is  the  estimated  cost  of  contracting  for  the 
evaluation  of  the  work  option? 

Mr.  Svahn.     The  cost  of  evaluation  of.  work  options  is 
estimated  at  $1.25  million   for  FY   1983.      This   sum  is 
directed  as  follows: 

Grants 

Development  and   testing  of  model  of 
strategies   for  implementing 
Community  Work  Experience  Programs 

(CWEP)  375,000 

Evaluating   the   programmatic   effects  of 

CWEP  400,000 

Contract 

Evaluation  of  Work  Incentive 

Demonstration  —  1st  year:  450,000 

No  evaluation  of  the  Work  Supplementation  program 
is  currently  planned  for  FY  1983,  since  no  States  have 
elected   this   option  at   this  time. 

COMBINED  WELFARE  ADMINISTRATION  FUNDING 


Mr.  Early.     Has  a  decision  been  made  on  an  allocation  formula 
for  distributing  CWA  funds  to  the  States?     If  no,  when  can  we  expect 
that  a  decision  will  be  made? 

Mr.  Svahn.     To  implement  the  consolidated  welfare  grants,  the 
Administration  proposes  an  annual  appropriation  of  $2,181,000,000 
(excluding  any  amounts  for  automated  management  information  systems 
paid  at  the  90  percent  rate  for  the  AFDC  or  Medicaid  programs,  or  at 
the  75  percent  rate  for  the  Food  Stamp  program).     This  is  equal  to 
95  percent  of  the  estimated  Federal  expenditures  for  fiscal  year  1982 
for  State  administration  of  the  Food  Stamp,  AFDC  and  Medicaid  pro- 
grams.    The  Secretary  of  HHS  would  allot  an  amount  to  each  State  in 
proportion  to  its  share  of  the  total  State  administrative  costs  under 
the  relevant  programs  for  fiscal  year  1981. 
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Mr.  Early.    What  amount  was  spent  on  administrative  expenses 
for  these  three  programs  (AFDC,  Food  Stamps,  and  Medicaid)  in 

fiscal  year  1981  and  in  fiscal  year  1982?  How  does  this  compare  to 
the  fiscal  year  1983  request? 


Mr.  Svahn.    The  following  chart  summarizes  the  funding  of  the 
AFDC,  Medicaid,  and  Food  Stamp  State  administrative  costs  for  fiscal 
years  1981  -  1983. 


Program 

Budget  Authority 

($  in  millions) 

1981 

1982 

1983 

Actual 

Estimate       Sources  for 

AFDC 

$  814 

$  890 

$  845 

Medicaid 

853 

853 

810 

Food  Stamp 

458 

553 

526 

Total 

$2,125 

$2,296 

$2,181 

The  fiscal  year  1983  request  for  funding  of  the  Combined  Welfare 
Administration  is  95  percent  of  the  fiscal  year  1982  level  and  103 
percent  of  the  fiscal  year  1981  funding  level.    This  program  replaces 
the  separate  open-ended  matched  funding  for  the  States' 
administrative  costs  for  the  AFDC,  Medicaid  and  Food  Stamp  programs 
with  a  single  funding  source  and  no  matching  requirement. 


We  feel  that  the  reduction  in  funding  level  between  fiscal  year 
1982  and  fiscal  year  1983  will  be  offset  by  savings  to  the  States 
resulting  from  the  removal  of  separate  reporting  and  cost  allocation 
requirements.    States  will  also  realize  savings  as  a  result  of  having 
greater  flexibility  to  design  more  efficient  administrative 
mechanisms  for  the  public  assistance  programs  that  best  meet  their 
individual  program  needs. 

Mr.  Early.    How  was  the  95  percent  figure  arrived  at?  (fiscal 
year  1983  funding  to  be  95  percent  of  fiscal  year  1982  expenses) 


Mr.  Svahn.     The  95  percent  funding  of  the   fiscal  year  1982 
level  is  our  estimate  of  the  State's  administrative  costs 
under  the  Combined  Welfare  Administration  Block  Grant  proposal.  We 
feel  that  the  reduction  in  aggregate  funding  will  be  more  than  offset 
by  savings  to  the  States  that  will  result  from  reduced  reporting  and 
cost  allocation  requirements. 
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STATE  RESPONSE  TO 
COMBINED  WELFARE  ADMINISTRATION 


Mr.  Early.  Have  you  received  any  response  from  the  States 
concerning  this  new  proposal? 

Mr.  Svahn.  No.  We  have  not  received  any  comments  from 
States  on  this  proposal. 

SAVINGS  FROM  COMBINED  WELFARE  ADMINISTRATION 


Mr.  Early.  Having  proposed  the  consolidation  of  these  activities 
you  must    have    foreseen  the  elimination  of  duplicated  services, 
excess  personnel,  and  other  factors.    What  savings  are  to  be 
achieved  through  this  measure? 

Mr.  Svahn.  The  estimated  savings  for  the  three  programs  are  as 

follows:  ^  .    w . n i  v  „ 

$  in  Millions 

FY  83        FY  84       FY  85      FY  86      FY  87 


AFDC  -41  -89  -13.6  -181  -223 

Medicaid  -218  -284  -393  -454  -528 

Food  Stamps  -43  -61  -84  -104  -124 

Total  -302  -434  -613  -739  -875 


REDUCTION  OF  ENERGY  AND  EMERGENCY  ASSISTANCE  FUNDING 


Mr.  Early.     Given  the  FY  1983  budget  request  of  $1.3  billion 
for  energy  and  emergency  assistance,  what  is  the  NET  change  from  the 
FY  1982  current  funding  levels  for  these  programs? 

Mr.  Svahn.     In  FY  1982,  the  low  income  energy  assistance  block 
grant  is  funded  at  $1,875  billion.     The  Federal  share  of  the  open 
ended  Title  IV-A  Emergency  Assistance  program  is  estimated  to  be 
$60.7  million.     Therefore,  the  total  for  these  two  programs  is 
estimated  to  be  $1,935.7  million.     The  Administration's  FY  1983 
proposal  of  $1.3  billion  represents  a  reduction  of  $635.7  million, 
or  33  percent. 
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COMBINED  ENERGY  AND  EMERGENCY  ASSISTANCE  SAVINGS 


Mr.  Early.     The  budget  justification  states  that  $511,900,000 
in  savings  will  be  achieved  by  combining  energy  and  emergency 
activities  and  targeting  these  funds.     In  addition,  the  decrease 
in  funding  is  to  reflect  the  "leveling  off  of  energy  price 
increases."    This  all  sounds  terrific,  but  can  these  proclaimed 
savings  be  confirmed  with  dollar  to  dollar  facts? 

Mr.  Svahn.     The  reduction  in  Federal  requirements  with  passage 
of  the  Omnibus  Budget  Reconciliation  Act  permitted  States  in  FY  1982 
to  tailor  more  efficient  Energy  Assistance  programs  which  addressed 
State  needs  and  priorities.     We  believe  that  States,  by  using  the 
flexibility  given  to  them  last  year,  combined  with  the  additional 
program  changes  which  the  Administration  will  propose     this  year, 
will  be  able  to  realize  that  level  of  savings. 

Mr.  Early.     Although  the  States  might  be  given  greater  flexi- 
bility over  deciding  what  kinds  of  assistance  they  can  offer,  they 
certainly  are  not  going  to  have  the  funds  to  provide  these  services. 
Under  the  FY  1983  estimated  calculations,  Massachusetts  would  receive 
$54,858,237  as  compared  to  the  FY  1982  estimate  of  $73  ,321  ,720  ,:  is 
that  correct?  (-$18,463,483) 

Mr.  Svahn.     Under  the  FY  1983  estimated  calculations, 
Massachusetts  would  receive  $54,858,237.     In  FY  1982,  Massachusetts 
received  grants  totalling  $78,460,451.     In  addition,  $18,914  has 
been  set  aside  for  the  Wampandag  of  Gay  Head. 

Mr.  Early.     The  budget  request  reflects  a  27  percent  reduction 
in  the  FY  1982  funding  level  for  the  Federal  administration  of  the 
energy  and  emergency  block  grant.     What  monitoring  and  reporting  pro- 
cedures will  no  longer  be  necessary?     What  will  be  done  to  simplify 
the  program? 

Mr.  Svahn.     The  Administration  will  propose  reducing  the  Federal 
Government's  role  in  a  number  of  ways,  including  eliminating  most 
Federal  regulatory  requirements  for  emergency  assistance,  simplified 
application  procedures,  and  elimination  of  the  Annual  Report  to 
Congress.     The  Administration  will  be  sending  a  bill  proposing  speci- 
fic changes  to  Congress  in  the  near  future. 

ADMINISTRATION  EVALUATION  OF  CHICAGO  STUDY 

Mr.  Roybal.     A  study  recently  completed  by  the  University  of 
Chicago  has  concluded  that  new  welfare  cuts  proposed  by  the 
Administration  would  leave  working-poor  families  in  24  States  better 
off  if  they  quit  their  jobs  and  relied  entirely  on  welfare.     In  my  own 
State  of  California,  for  example,  the  study  projected  that  a  family 
of  three  would  have  $82  more  a  month  on  welfare  alone  than  they  would 
have  from  a  combination  of  earnings  and  Federal  assistance.     A  major 
reason  for  this  problem,  according  to  the  study,  is  the  Administra- 
tion's plan  to  give  working  families  fewer  deductions  for  work 
expenses. 


666 


FEDERAL  FISCAL  LIABILITY 

Mr.  Conte.    At  present,  as  I  understand  it  26  States  and  DC 
elect  to  have  the  Federal  Government  administer  their  SSI 
payments.    I  realize  this  creates  some  disputes  between  the  States 
and  the  Federal  Government  when  errors  result.    How  much  do  you 
estimate  the  Federal  Government  will  have  to  pay  in  errors  in  this 
category? 

Mr.  Svahn.    Federal  fiscal  liability  (FFL)  funds  are  used  to 
reimburse  the  States  for  State  supplementation  monies  incorrectly 
paid  by  the  Federal  Government  as  a  result  of  Federal  errors. 
Anticipated  FFL  obligations  for  FY  1982  total  $45,551,000  and  cover 
settlements  during  the  period  January  1974  through  September  1981. 
The  budget  assumes  in  FY  1983,  only  FFL  for  the  two  most  recent 
6-month  periods — October  1981  through  September  1982 — will  be  settled; 
SSA  will  obligate  $27,220,000  for  these  two  periods. 

Mr.  Conte.    Your  budget  is  based  on  all  "Federal  fiscal 
liability"  disputes  with  the  States  being  settled  during  fiscal 
1982.     Is  that  realistic?    These  kinds  of  legal  disputes  can  be 
drawn  out. 

Mr.  Svahn.     SSA's  FY  1983  budget  assumes  treatment  of  SSI  FFL 
budget  authority  as  no-year  funds.     SSA  will  carry  over  any 
unobligated  balances  of  FFL  budget  authority,  and  these  balances 
will  remain  available  until  expended  exclusively  on  FFL.  This 
policy  was  adopted  because  experience  has  shown  that  the  timing  of 
FFL  settlements  are  difficult  to  predict  since  they  are  dependent 
upon  negotiated  settlements  with  the  States.    In  the  past, 
appropriation  requests  for  FFL  have  been  repeatedly  under-realized 
because  settlements  do  not  materialize.    Treating  FFL  budget 
authority  as  exclusive  no-year  funds  not  available  for  other  budget 
activities  will  allow  funds  appropriated  for  FFL  to  remain  available 
until  settlements  occur. 
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SSI  DEMONSTRATION  PROJECTS 

Mr.  Conte.    Can  you  tell  us  a  bit  about  tbe  three  "SSI 
demonstration  projects"  you  have  planned  to  hopefully  improve  the 
administration  of  the  program? 

Mr.  Svahn.    The  research  office  is  developing  plans  in  each  of 
three  areas.    They  will  be  presenting  these  plans  to  me  for  a  final 
decision  prior  to  their  being  undertaken.     I  am  not  in  a  position  to 
tell  you  what  the  final  design  of  the  projects  will  be,  but  I  can 
describe  the  plans  that  currently  are  under  development  in  the 
research  office. 

The  first  project  involves  drug  addicts  and  alcoholics,  a  group 
singled  out  by  Congress  in  P.L.  96-265  for  a  demonstration  study. 
Evidence  suggests  that  current  SSI  recipients  designated  as 
alcoholics  or  drug  addicts  are  predominately  older,  in  the  advanced 
stages  of  addiction,  have  irreversible  medical  problems,  and 
demonstrate  little  recovery  or  rehabilitation  potential.  The 
demonstration  project  envisions  providing  SSI  benefits  and  treatment 
to  a  group  of  alcoholics  and  addicts  who  are  not  yet  at  a  stage 
where  they  would  be  eligible  for  SSI.     Because  it  would  be  earlier 
in  their  addictive  process,  the  group  would  be  younger  and  have  more 
rehabilitation  potential  than  the  current  recipients.  An 
experimental  group  will  receive  payments,  treatment  and  monitoring 
as  provided  for  under  current  law.     A  control  group  of  the  same 
people  who  are  not  eligible  for  SSI  will  receive  neither  payments 
nor  treatment .     Both  groups  will  be  observed  for  two  years  or  more 
to  determine  if  the  rate  of  recovery  and  return  to  productive 
employment  is  sufficient  to  demonstrate  that  earlier  treatment  can 
prevent  permanent  disability  in  alcoholics  and  drug  addicts,  thereby 
reducing  SSI  program  costs. 

Second,  a  project  is  planned  to  demonstrate  the  efficacy  of 
programs  to  rehabilitate  retarded  recipients  through  supported 
work.    About  70,000  individuals  yearly  become  SSI  recipients  based 
on  the  disability  of  mental  retardation.     This  condition  generally 
does  not  improve,  and  recipients,  who  typically  join  the  rolls  as 
children  or  young  adults,  can  remain  dependent  on  SSI  for  an  entire 
lifetime  at  a  benefit  cost  of  well  over  $100,000  for  a  single 
recipient. 

Supported  work  programs  place  trainees  in  real  jobs  with 
specially  trained  supervisors,  and  emphasize  work  habits  such  as 
punctuality  and  appropriate  conduct  as  well  as  job  skills. 

We  will  contract  with  experienced  organizations  to  conduct  a 
support  work  program  for  samples  of  recipients  of  various  ages  and 
severity  of  disability.    We  expect  to  learn  what  types  of  recipients 
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can  be  brought  to  the  level  of  self-support  and  independence;  which 
types  of  training,  some  more  costly  than  others,  are  effective.  The 
demonstration  would  test  whether  a  program  of  this  type  could  be 
cost-effective. 

The  third  project  discussed  in  the  budget  justification  would 
evaluate  whether  it  would  be  cost  effective  and  appropriate  for  the 
SSI  program  to  require  more  frequent  reporting  from  selected  SSI 
recipients.    SSA  may  not  have  to  resort  to  a  demonstration  project 
to  study  mandatory  periodic  reporting.    SSA  is  currently  planning  a 
study  using  administrative  records  and  is  about  to  let  a  contract  to 
study  the  efficacy  of  more  frequent  reporting  from  select  categories 
of  SSI  recipients.    The  study  would  determine  if  it  is  possible  to 
save  program  dollars  in  excess  of  administrative  expenditures  by 
mandating  more  frequent  reporting  as  a  condition  of  eligibility  for 
check  receipt.    It  would  determine  if  SSA  can  identify  in  advance 
the  category  of  cases  which  would  fall  under  such  a  requirement  and 
the  preferred  frequency  of  reporting  for  the  various  types  of 
cases.    Finally,  it  would  measure  the  burden  imposed  on  the  client 
and  the  agency. 

After  these  efforts  are  completed  we  will  know  whether  we  can  make 
decisions  on  periodic  reporting  based  on  the  data  we  have  or  whether 
we'll  need  to  conduct  the  demonstration  project  for  additional 
information.    Based  on  the  anticipated  timing  of  our  study  of 
administrative  records,  we  now  think  the  demonstration  project,  if 
needed,  would  not  be  conducted  until  fiscal  year  1984. 

ASSISTANCE  PAYMENTS  FUNDING  SHORTFALL 

Mr.  Conte.    Is  the  current  funding  shortfall  for  "Assistance 
Payments"  Programs  projected  at  $930  million?    How  much  of  this 
amount  do  you  propose  to  make  up  through  proposed  legislative 
changes,  and  how  much  through   drawdown  of  fiscal  year  1983  funds? 


Mr.  Svahn.    The  revised  estimate  of  funding  requirements  under 
current  law  for  fiscal  year  1982  in  the  Assistance  Payments 
appropriation  exceeds  the  current  adjusted  Continuing  Resolution 
level  (F.L.  97-92)  by  approximately  $930  million.     We  expect  to  save 
$201  million  from  the  proposed  legislative  changes  which  are  planned 
for  implementation  on  July  1,  1982.    The  remaining  $729  million  in 
program  costs  will  be  "drawn  down"  from  fiscal  year  1983  based  on  the 
fiscal  year  1982  "borrowing"  authority. 

AFDC  ERROR  RATES 

Mr.  Conte.  What  do  you  project  the  AFDC  error  rates  to  be 
for  fiscal  1982  and  fiscal  1983?  How  many  States  have  not  been 
able  to  meet  the  targeted  error  rates  established  by  the  Michel 
Amendment? 

Mr.  Svahn.     We  projected  a  7.3  percent  error  rate  for  FY  82 
and  a  6.8  percent  error  rate  for  FY  83.     As  of  this  time,  we  do 
not  have  the  error  rates  for  the  first  Michel  period.     The  first 
Michel  quality  control  measurement  period  ended  in  September  1981. 
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It  takes  some  time  immediately  following  the  sample  period  for 
States  to  complete  the  review  of  cases  selected  in  the  final 
month  of  the  sample  period,  for  the  Federal  agency  to  complete  its 
rereview  of  these  cases,  the  resolution  of  Federal  and  State 
differences  cases,  and  processing  these  data  for  determining  the 
final  error  rate  and  dollars  erroneously        spent.     It  will  be 
another  few  months  before  we  have  these  error  rates. 

Mr.  Conte.  Will  the  implementation  of  the  various  provisions 
of  the  Reconciliation  Act  relative  to  AFDC  increase  the  error  rate 
in  some  States? 

Mr.  Svahn.     Past  experience  with  the  AFDC  quality  control 
system  has  shown  that  whenever  significant  policy  changes  are 
imposed  on  the  States,  the  error  rate  increases  temporarily. 
This  primarily  is  due  to  two  factors:     the  necessity  of  diverting 
staff  responsible  for  case  maintenance  activity  to  other 
priorities  associated  with  implementing  the  new  provisions  and 
the  newness  of  the  provisions  themselves.     Both  of  these  create 
the  potential  for  errors  occurring  that  might  not  otherwise  have 
occurred.     Although  we  have  attempted  to  take  care  of  this  by 
granting  a  one  year  QC  waiver  on  agency  errors  attributable  to 
implementing  the  new  policy,  client  caused  errors  are  counted  as 
well  as  all  errors  which  occur  on  eligibility  and  payment  provi- 
sions which  have  not  been  affected  by  the  Reconciliation  Act. 
For  this  reason,  we  anticipate  some  slight  increase  in  the  FY  82 
(7.3%)  error  rate  over  that  of  FY  81   (6.8%),  however,  this  would 
be  temporary  and  the  rates  would  again  decrease  in  FY  83  (6.8%). 

Mr.  Conte.     If  you  now  say  it  is  impossible  for  the  States  to 
meet  their  targeted  error  rates,  is  it  realistic  for  the  Adminis- 
tration to  propose  a  "zero"  tolerance  error  rate  by  FY  1986? 

Mr.  Svahn.     We  agree  that  it  is  unlikely  in  a  complex 
program  such  as  AFDC  that  a  State  can  ever  reduce  the  error  rate 
to  zero.     However,  the  pressure  placed  on  States  by  the  quality 
control  sanction  regulations  of  1979  and  the  Michel  Amendment 
sanctions  have  produced  marked  error  rate  reductions  and 
continuing  pressure  should  continue  this  trend.     Federal  statutes 
basically  permit  Federal  matching  only  for  correct  payments. 
What  we  are  saying  to  the  States  is  that  we  are  phasing  out 
Federal  matching  on  erroneous  payments  by  FY  1986.     This  phase 
out  has  been  in  process  since  the  first  QC  sanction  regulation 
was  issued  in  1973  so  there  has  been  sufficient  advance  notice  of 
our  eventual  intentions  in  this  area. 
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FISCAL  SANCTIONS  AGAINST  STATES 

Mr.  Conte.    How  much  does  the  Federal  Government  estimate  it 
will  impose  in  fiscal  sanctions  against  States  not  reaching  targeted 
error  rates  in  FY  1983? 

Mr.  Svahn.    We  are  estimating  $327  million  in  FY  1983.  This 
amount  is  comprised  of  two  parts.    First,  $93  million  will  be 
withheld  for  States'  failing  to  meet  their  error  rate  targets  for 
the  FY  1982  reporting  periods,  as  mandated  by  the  Michel 
Amendment.    Second,  $234  million  withheld  prospectively  for  the 
difference  between  the  error  rate  tolerance  of  3. percent,  the 
error  rate  tolerance  allowed  under  the  zero-error  tolerance 
legislative  proposal,  and  the  States'  assumed  error  rates  for  the 
FY  1983  reporting  periods. 

COLLECTIONS  FROM  ABSENT  PARENTS 

Mr.  Conte.     Has  the  Child  Support  Enforcement  Program  achieved 
greater  success  over  the  past  2  or  3  years  in  collecting  child 
support  from  absent  parents? 

Mr.  Svahn.     Yes,  Congressman.     Total  collections,  both  AFDC  and 
non-AFDC,  have  increased  from  slightly  more  than  $1  billion  in  1978 
to  over  $1.6  billion  in  1981  at  a  cost  of  $.5  billion,  or  more  than 
$3.20  is  collected  for  each  dollar  spent.     Also,  as  the  budget 
indicates,  the  number  of  absent  parents  located  has  increased  from 
454,000  to  705,000  and  the  number  of  paternities  established  from 
111,000  to  163,000,  in  the  years  1978  to  1981.     In  the  past  year  or 
two,  the  rate  of  improvement  has  slowed.     Overall,  however,  we  feel 
the  program  has  been  a  success  and  has  contributed  to  reducing 
welfare  costs  by  insuring  parents  are  financially  responsible  for 
their  children. 

Mr.  Conte.  How  much  do  you  estimate  will  be  collected  from 
absent  parents  in  fiscal  year  1982,  and  how  many  cases  does  that 
represent? 

Mr.  Svahn.     We  are  estimating  AFDC  collections  of  $872  million 
from  approximately  800,000  absent  parents  per  quarter.  This 
includes  collections  from  the  Federal  Tax  Refund  Offset  Program 
implemented  this  year. 


95  PERCENT  FUNDING  OF  COMBINED  WELFARE  ADMINISTRATION 

Mr.  Conte.     For  the  "Combined  Welfare  Administration"  account 
you  propose  to  fund  only  95  percent  of  projected  administrative 
expenses.     Do  you  project  that  the  State  through  more  flexible 
management  of  these  programs  will  be  able  to  make  up  the  difference? 
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Mr.  Svahn.     Yes,  we  expect  this  to  occur  in  a  number  of  ways. 
Open-ended  matching  of  State  and  local  administrative  costs  provides 
less  incentive  to  improving  administrative  efficiency  and  program 
operation  than  a  block  grant  will  provide.     Also  the  combined 
administrative  grant  will  reduce,  administrative  costs  by  reducing 
reporting  and  cost  allocation  requirements  currently  imposed  upon  the 
States.     Further,  we  expect  adoption  of  our  new  proposals  to 
produce  avoidance  of  administrative  coses  which  would  have  otherwise 
occurred.     This  will  come  about  through  closure  of  an  estimated 
100,000  cases  and  diversion  of  150,000  applicants  under  mandatory 
job  search. 


93-481   0—82  43 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
SOCIAL  SECURITY  ADMINISTRATION 


FY  1983 

Request 

Page 

Positions 

Amount 

No. 

Payments  to  Social  Security  Trust  Funds.... 

$  855,213,000 

1 

Special  Benefits  for  Disabled  Coal  Miners., 

178 

1,102,000,000 

1/ 

8,919,495,000 

35 

757 

6,305,976,000 

73 

359 

284,877,000 

139 

1,655,000,000 

181 

40 

1,300,000,000 

193 

,  76,142 

3,408,451,000 

215 

OFFSET 
CAMERA  CO 


\ 
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1 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

SOCIAL  SECURITY  ADMINISTRATION 
Payments  to  Social  Security  Trust  Funds 


FY  1983  Budget  Page  No. 

Appropriation  language   3 

Amounts  available  for  obligation   $ 

Summary  of  changes   4 

Budget  authority  by  activity   6 

Budget  authority  by  object   6 

Authorizing  legislation  

Table  of  estimates  and  appropriations   8 

Justification: 

A.  General  statement   9 

B.  Program  accomplishments   11 

C.  Military  service  credits   12 

D.  Special  payments  to  certain  uninsured  persons....  14 

E.  Pension  reform   16 
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SOCIAL  SECURITY  ADMINISTRATION 
Payments  to  Social  Security  Trust  Funds 

For  payment  to  the  Federal  Old-Age  and  Survivors  Insurance 
and  the  Federal  Disability  Insurance  Trust  Funds,  as  provided 
under  sections  217(g),  228(g),  229(b),  and  1131(b)(2)  of  the 
Social  Security  Act,   ($844,698,000)  $855,213,000. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

SOCIAL  SECURITY  ADMINISTRATION 
Payments  to  Social  Security  Trust  Funds 
Amounts  Available  for  Obligation 


Appropriation  , 

Unobligated 
balance  lapsing!/. 

Total,  obligations 


FY  1981 
Actual 


FY  1982 
Estimate 


FY  1983 
Estimate 


$672,225,000    $844,698,000  $855,213,000 


■1,686,233 


■1 ,040  ,000 


;670,538,767 


143,658,000  $855,213,000 


Summary  of  Changes 


FY  1982  Estimate,  budget  authority 
(Obligations )  

FY  1983  Estimate,  budget  authority 

Net  change  

(Obligations )  


$844,698,000 
($843,658,000) 
855,213,000 

+$10,515,000 
(+$11,555,000) 


Increases : 


Built-in: 


FY  1982  Base       Change  from  Base 


Military  service  credits 
-pre-1957  credits  


-post-1956  credits — increase 
in  beneficiaries  and 
benefit  amounts   


2.    Pension  reform — increase  due 
to  inflation  and  pay  raise 
(obligations)  


Subtotal,  increases — 

budget  authority  

(obligations)  


$617,000,000 


(708,000) 


$  -0- 


85,543,000  +13,264,000 


(+36,000) 

+$13,264,000 
(+$13,300,000) 


1/    Amounts  lapsing  are  due  to  an  underrealization  of  the  pension  reform 
activity  in  FY  1981  and  a  reestimate  for  that  activity  for  1982. 
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Decreases : 


Built-in: 


FY  1982  Base     Change  from  Base 


1.  Special  payments  for 
certain  uninsured  persons 
— reflects  a  decreasing 

beneficiary  population                   $140,407,000  -$1,745,000 

2.  Pension  reform— decrease 
due  to  revision  of 

estimate                                           1,748,000  -1,004,000 

Subtotal,  decreases — 

budget  authority   -$2,749,000 

( obligations )   (-$1,745,000) 

Net  change — 

budget  authority   +$10,515,000 

(obligations)   (+$11,555,000) 
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Budget  Authority  by  Activity 


FY  1981  FY  1982  FY  1983 

Actual  Estimate  Estimate 


Military  service  credits...  $520,516,000  $702,543,000  $715,807,000 

Special  payments  for 
certain  uninsured 

persons                                 149,809,000  140,407,000  138,662,000 

Pension  reform                           1,900,000  1,748,000  744,000 

(Obligations)                             (213,767)  (708,000)  (744,000) 

Total,  budget  authority..  $672,225,000  $844,698,000  $855,213,000 

(Obligations)  ($670,538,767)  ($843,658,000)  ($855,213,000) 


Budget  Authority  by  Object 


Increase 

FY  1982  FY  1983  or 

Estimate  Estimate  Decrease 


Insurance  claims  and 

indemnities   $842,950,000  $854,469,000  +$11,519,000 

Other  services   1,748,000  744,000  -1,004,000 

(Obligations)   (708,000)  (744,000)  (+36,000) 

Total,  budget  authority..  $844,698,000  $855,213,000  +$10,515,000 

(Obligations)   ($843,658,000)  ($855,213,000)  (+$11,555,000) 
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7 


Authorizing  Legislation 


FY  1982 


FY  1983 


FY  1983 
Budget 
Request 


Amount 
Authorized 


FY  1982 


Amount 
Authorized 


Estimate" 


Payments  to  Social 
Security  Trust 
Funds  (sections 
217(g),  228(g), 
229(b)  and  1131(b)(2) 
of  the  Social 
Security  Act, 

as  amended)   Indefinite     $844,698,000    Indefinite  $855,213,000 
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Payments  to  Social  Security  Trust  Funds 
Table  of  Estimates  and  Appropriations 


Fiscal 
Year 

Budget 
Estimate 
To  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

197^ 

<tJino   7QQ  aaa 
$'+93}  (00,000 

*)mo  7QQ  aaa 
*^yj, I 00,UUU 

tQQ  aaa 

i, 1 oo,uuo 

*jino   7QQ  AAA 
$493,700,000 

1975 

499 , 323 , 000 

499,323,000 

499,323,000 

499,323,000 

1976 

bib > 31 1 ,000 

ri  r?    Ol  7  AAA 

515,31 (  ,000 

rir     ni 7  AAA 

515,31< ,000 

CI  C     Ol  *7  AAA 

515,317,000 

1977 

716,902,000 

716,902,000 

716,902,000 

716,902,000 

1978 

741,203,000 

741,203,000 

741,203,000 

741,203,000 

1979 

760,774,000 

760,774,000 

760,774,000 

760,774,000 

1980 

676,933,000 

676,933,000 

676,933,000 

676,933,000 

1981 

673,225,000 

672,225,000 

672,225,000  y 

1982 

848,698,000 

844,698,000 

844,698,000  ^ 

844,698,000  Wl1 

1983 

855,213,000 

1/   The  annual  amount  authorized  by  P.L.  96-536. 

2/   The  annual  amount  approved  by  the  Senate  Committee  on  Appropriations. 

3/   The  annual  amount  authorized  by  the  third  continuing  resolution  for 
FY  1982  (P.L.  97-92). 
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Justification 
Payments  to  Social  Security  Trust  Funds 


FY  1982 
Estimate 


FY  1983 
Estimate 


Increase 

or 
Decrease 


Payments  to  Social 
Security  Trust  Funds: 

Budget  authority.,   $844,698,000 

(Obligations)   ($843,658,000) 


$855,213,000 
($855,213,000) 


+$10,515,000 
(+$11,555,000) 


General  Statement 

This  appropriation  request  covers  three  Federal  fund  payments  to  the  Social 
Security  trust  funds.    The  three  payments,  totaling  $855,213,000  are  to  put 
the  trust  funds  in  the  same  financial  position  they  would  have  been  in  had 
they  not  borne  the  cost  of  benefits  or  administrative  expenses  chargeable  to 
Federal  funds.    The  three  payments  are:  military  service  credits,  special 
payments  to  certain  uninsured  persons  and  pension  reform. 

Highlights  of  FY  1982-1983  Budget  Request 

The  Social  Security  Administration  wishes  to  bring  to  the  attention  of  the 

Congress  changes  to  the  budget  estimates  for  FY  1982  based  on  actual 
experience . 

FY  1982  FY  1982 

Appropriation  Revised 

(P.L.  97-92)  -i-7  Estimate 

(Budget  Authority)  (Obligations)  Change 

Military  service  credits   $702,543,000      $702,543,000      $  -0- 

Special  payments  for 

certain  uninsured  persons...        140,407,000        140,407,000  -0- 

Pension  reform   1,748,000  1,748,000  -0- 

( Obligations)   (1,748,000)  (708,000)  (-1,040,000) 

Total,  budget  authority..       $844,698,000       $844,698,000     $  -0- 

( Obligations)   ($844,698,000)    ($843,658,000)  (-$1,040,000) 

Estimates  for  pension  reform  have  been  updated  to  reflect  more  recent 
experience . 

1/   The  annual  amounts  authorized  by  the  third  continuing  resolution  for 
FY  1982  (P.L.  97-92). 
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Regulatory  Activities 

Neither  the  Social  Security  Administration  nor  the  Office  of  Child  Support 
Enforcement  is  a  regulatory  agency.    SSA/OCSE  regulations  closely  parallel 
authorizing  statutes  and  do  not  impose  a  compliance  cost  on  the  private  sector 
or,  with  limited  exceptions,  on  States.    No  regulations  have  had  cost  impact 
of  a  significance  great  enough  to  require  regulatory  impact  analysis  under 
Executive  Order  12291,  which  is  Intended  to  identify  Federal  regulations  with 
large  compliance  costs. 

In  a  broad  sense,  all  the  Agency's  employees  are  engaged  in  carrying  out  the 
law  and  regulations.    Approximately  95  work-years  are  devoted  to  the  specific 
task  of  developing  and  promulgating  regulations  for  the  programs  which  SSA  and 
OCSE  administer. 
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Program  Accomplishments 

Through  this  account  Social  Security  is  reimbursed  for  amendments  providing 
coverage  to  persons  too  elderly  to  have  worked  long  enough  after  passage  of 
the  Act  to  have  become  entitled  to  benefits  and  to  veterans  who  served  prior 
to  coverage  of  military  pay  in  1957.    In  addition,  deemed  wage  credits 
compensate  for  relatively  low  base  pay  earned  by  members  of  the  uniformed 
services.    The  payment  for  pension  reform  activity  reimburses  the  OASI  trust 
fund  for  costs  of  maintaining  records  of  workers'  vested  pension  rights. 
These  payments  from  general  funds  restore  the  trust  funds  to  the  position  in 
which  they  would  have  been  prior  to  these  legislative  changes. 
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Military  Service  Credits 
Authorizing  Legislation:    Section  217(g)  and  229(b)  of  the  Social  Security  Act. 


Increase 

FY  1982  FY  1983  or 

Estimate  Estimate  Decrease 


Military  Service  Credits: 

Budget  authority   $702,543,000     $715,807,000  +$13,264,000 


Purpose  and  Method  of  Operation 

The  purpose  of  this  payment  is  to  reimburse  the  Federal  old-age  and  survivors 
insurance  (OASI)  and  disability  insurance  (DI)  trust  funds  for  the  cost  of 
benefits  paid  as  a  result  of  granting  noncontributory  credit  for  military 
service. 

The  1946  Social  Security  Amendments  provided  for  payment  for  benefits  to  World 
War  II  veterans  and  their  survivors  based  upon  noncontributory  wage  credits  of 
$160  for  each  month  of  the  veteran's  active  military  service.  Subsequent 
amendments  extended  the  period  for  which  noncontributory  wage  credits  were 
granted  through  December  1956.    For  that  period,  the  Social  Security  Act  did 
not  require  contributions  to  the  trust  funds  based  on  the  wages  of  individuals 
in  the  military  service.    The  Servicemen's  and  Veterans'  Survivor  Benefits  Act 
of  1956  further  amended  the  Social  Security  Act  to  provide  for  contributions 
based  on  military  service  wages  beginning  January  1957. 

To  finance  the  additional  costs  incurred  in  paying  benefits  which  are  based  on 
periods  of  military  service  for  which  no  contributions  were  made,  the  Social 
Security  Act  provides  for  reimbursement  to  the  OASI  and  the  DI  trust  funds 
from  the  general  fund  of  the  Treasury.    Section  217(g),  added  by  the  Social 
Security  Amendments  of  1965,  established  a  50-year  period  for  reimbursement. 
The  Secretary  of  Health  and  Human  Services,  formerly  Health,  Education  and 
Welfare,  was  instructed  to  determine  by  September  1965  (and  each  fifth 
September  afterwards,  ending  September  2010)  the  amount  of  reimbursement  in 
equal  annual  installments  necessary  to  place  the  trust  funds  in  the  same 
position  on  September  30,  2015,  that  they  would  have  been  in  if 
noncontributory  military  service  credits  had  not  been  provided.  After 
September  30,  2015,  annual  appropriations  for  current  costs  are  authorized. 

The  Social  Security  Amendments  of  1967  added  section  229(b)  of  the  Social 
Security  Act,  affecting  credit  for  military  service  performed  after 
December  1967.    The  pay  of  a  person  in  the  uniformed  services  after 
December  1967  is  deemed  to  be  up  to  $300  more  than  his  basic  pay  in  each 
calendar  quarter,  in  order  to  cover  the  value  of  wages-in-kind,  such  as  food, 
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shelter  and  medical  services.    The  Social  Security  Amendments  of  1972  further 
amended  the  law  to  provide  noncontributory  wage  credits  of  $300  per  quarter 
for  military  service  performed  after  1956.    Under  the  law  the  Secretary  of 
Health  and  Human  Services  is  instructed  to  determine  annually  the  amount  of 
the  additional  cost  of  paying  Social  Security  benefits  resulting  from  these 
noncontributory  credits,  which  must  be  reimbursed  from  the  general  fund  of  the 
Treasury. 

Rationale  for  the  Budget  Request 

The  amount  requested  for  this  appropriation  includes  the  following: 

1.  $617,000,000  for  reimbursement  to  the  OASI  and  DI  trust  funds  for 
noncontributory  military  service  credits  under  section  217(g)  of  the  Social 
Security  Act.    This  is  the  annual  amount  determined  by  the  Secretary  of 
Health  and  Human  Services  for  the  5-year  period  beginning  with  FY  1982. 

2.  $98,807,000  for  reimbursement  to  the  OASI  and  DI  trust  funds  for  payments 
based  on  noncontributory  credits  for  military  service  performed  after 
December  1956  under  section  229(b)  of  the  Social  Security  Act.  This 
represents  costs  through  FY  1982  (plus  interest),  adjusted  to  take  account 


of  prior  costs,  as  follows: 

A.  1982  Costs: 

1.  Benefits  and  administration   $88,000,000 

2.  Interest   8,800,000 

Subtotal,  FY  1982  Costs   $96,800,000 

B.  Adjustments  for  all  prior  years: 

1."  Interest   2,007,000 

Total  Costs  (post-1956  credits)   $98,807,000 


This  amount  is  $13,264,000  higher  than  the  FY  1982  appropriation.    The  number 
of  beneficiaries  with  post-1956  military  service  credit  involvement  is 
estimated  to  be  higher  in  FY  1982  than  in  FY  1981.    In  addition,  the  average 
monthly  payment  related  to  military  service  credits  Is  projected  to  be  higher 
in  FY  1982.    Regarding  the  adjustment  for  prior  years,  there  are  no 
adjustments  to  the  principal  amounts  for  benefit  payments  and  administrative 
expenses,  since  the  additional  data  available  since  the  last  determination 
have  not  yet  been  processed.    However,  interest  adjustments  have  been  made  for 
FY  1981  to  reflect  the  effect  of  actual  interest  rates  in  place  of  the 
estimated  interest  rates. 

The  total  payment  of  $715,807,000  will  be  distributed  by  trust  funds  as 
follows : 


OASI  trust  fund 
DI  trust  fund.. 
Total  


$541,515,000 
174,292,000 
$715,807,000 
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Special  Payments  to  Certain  Uninsured  Persons 


Authorizing  Legislation:    Section  228(g)  of  the  Social  Security  Act. 


Estimate 


FY  1982 


FY  1983 
Estimate 


Increase 

or 
Decrease 


Special  Payments  for 
Certain  Uninsured 
Persons : 


Budget  authority 


$140,407,000 


$138,662,000 


-$1,745,000 


Purpose  and  Method  of  Operation 

The  purpose  of  this  payment  is  to  reimburse  the  Federal  old-age  and  survivors 
insurance  (OASI)  trust  fund  for  the  costs  of  special  payments  made  to  certain 
persons  who  were  not  insured  for  regular  Social  Security  benefits, 

Benefits  were  authorized  in  a  1966  amendment  to  the  Social  Security  Act  (the 
Prouty  amendment)  to  afford  some  protection  for  persons  who  retired  before 
the  enactment  of  Social  Security.    To  be  eligible  under  the  Prouty  Amendment, 
an  individual  must  have  attained  age  72  before  1968,  or  meet  certain  minimal 
insured  status  requirements  if  he  attained  age  72  in  1968  or  later.  The 
benefit  was  first  paid  in  FY  1967  and  amounted  to  $35  a  month  for  an 
individual  plus  $17. 50  for  an  eligible  spouse.    Since  then,  there  have  been 
several  increases  in  the  benefit  amounts.    The  most  recent  increase,  triggered 
by  the  automatic  cost-of-living  provision  of  the  law,  was  effective  for 
June  1981  and  raised  benefit  levels  to  $117.00  for  an  individual  and  $58.50 
for  an  eligible  spouse.    For  individuals  receiving  a  Government  pension, 
payments  under  a  Federally-aided  public  assistance  program  or  payments  under 
the  supplemental  security  income  program,  Prouty  benefits  are  reduced  or 
withheld,  as  required  by  law.    The  number  of  persons  receiving  benefits  under 
the  Prouty  Amendment  reached  a  peak  of  729 > 000  in  December  1967,  and  since 
then  has  been  decreasing  gradually  as  the  size  of  the  aged  population  meeting 
the  eligibility  requirements  decreases.    As  of  September  30,  1981,  there  were 
80,000  persons  receiving  benefits  under  this  program  as  compared  to  97,000  on 
September  30,  1980. 

Section  228(g)  of  the  Social  Security  Act,  as  amended,  authorizes  an  annual 
appropriation  of  Federal  funds  to  reimburse  the  OASI  trust  fund  (with 
interest)  for  special  monthly  benefits  paid  during  the  second  preceding  fiscal 
year  and  all  prior  years  to  persons  with  fewer  than  three  quarters  of 
coverage.    Special  payments  made  to  persons  with  three  or  more  quarters  of 
coverage  are  to  be  funded  from  the  trust  funds  and  not  from  general 
revenues.    Of  the  total  number  of  Prouty  beneficiaries,  approximately 
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96  percent  (77,000  out  of  80,000  receiving  benefits  on  September  30,  1981) 
received  benefits  based  on  fewer  than  three  quarters  of  coverage.    The  first 
authorized  general  fund  appropriation  was  for  the  year  ending  June  30,  1969 
for  payments  made  in  the  year  ending  June  30,  1967.    Similar  appropriations 
are  authorized  for  each  year  thereafter. 

Rationale  for  the  Budget  Request 

The  FY  1983  request  is  for  payment  of  $138,662,000  to  the  Federal  old-age  and 
survivors  insurance  trust  fund  for  program  costs  incurred  in  FY  1981,  plus 
some  adjustment  to  prior  years'  costs.    Program  costs  include  benefit  payments 
actually  made,  related  administrative  expenses  for  establishing  entitlement  to 
such  benefits  and  maintaining  the  beneficiary  roll,  and  Interest  lost  to  the 
trust  fund.    The  FY  1983  request  is  less  than  the  FY  1982  amount  as  the  result 
of  a  continually  decreasing  beneficiary  population. 

The  estimate  of  $138,662,000  is  composed  of: 

1.  Reimbursement  for  FY  1981  program  costs: 


a.  Benefit  payments   $109,102,000 

b.  Administrative  costs   1,006,000 

c.  Interest   27,883,000 

Subtotal,  FY  1981  program  costs...  $137,991,000 

2.  Adjustments  In  reimbursement  for 
FY  1967-1980  program  costs: 

a.  Benefit  payments   -$62,000 

b.  Administrative  costs   -1,000 

c.  Interest   734,000 

Subtotal,  adjustments  for 

FY  1967-1980  program  costs   +$671,000 

Total   $138,662,000 


The  adjustments  in  benefit  payments  and  administrative  costs  for  the  FY  1967- 
1980  programs  are  principally  related  to  program  costs  previously  charged  to 
Federal  funds,  but  which  now  should  be  charged  to  the  trust  funds.    This  occurs 
when  benefits  are  paid  to  persons  who  had  fewer  than  three  quarters  of 
coverage,  at  the  time  they  became  entitled  to  special  benefits,  but  who  later 
acquired  at  least  three  quarters  of  coverage  or  became  eligible  for  a  regular 
Social  Security  benefit. 
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Pension  Reform 

Authorizing  Legislation:    Section  1131(b)(2)  of  the  Social  Security  Act. 


Increase 

FY  1982  FY  1983  or 

Estimate  Estimate  Decrease 


Pension  Reform: 

Budget  authority   $1,748,000         $744,000  -$1,004,000 

(Obligations)   ($708,000)       ($744,000)  (+$36,000) 


Purpose  and  Method  of  Operation 

The  purpose  of  this  payment  is  to  reimburse  the  Federal  old-age  and  survivors 
insurance  trust  fund  for  the  cost  of  certain  pension  reform  activities 
chargeable  to  Federal  funds. 

The  Employee  Retirement  Income  Security  Act  of  1974,  P.L.  93-406  (Pension 
Reform  Act),  established  section  1131  of  the  Social  Security  Act.  This 
section  requires  the  Secretary  of  Health  and  Human  Services  to  furnish 
information  regarding  deferred  vested  pension  rights  to  pension  plan 
participants  (and  their  dependents  or  survivors),  either  upon  request  or 
upon  application  for  retirement,  survivors,  or  disability  insurance 
benefits.    Section  1131(b)(1)  states  that  these  pension  reform 
administrative  expenses  are  deemed  to  be  expenses  incurred  for  the 
administration  of  the  title  II  trust  fund  programs. 

Section  1131(b)(2)  authorizes  an  annual  appropriation  of  Federal  funds  to 
reimburse  the  OASI  trust  fund  for  pension  reform  administrative  expenses 
resulting  from  the  enactment  of  section  1131  and  chargeable  to  Federal 
funds.    SSA  began  to  incur  pension  reform  administrative  expenses  in  FY  1977. 

Rationale  for  the  Budget  Request 

The  FY  1983  estimate  reflects  a  continuation  of  SSA's  FY  1982  pension  reform 
activities.    A  discussion  of  these  activities  can  be  found  in  the  pension 
reform  section  on  SSA's  "Limitation  on  Administrative  Expenses." 
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19 

SOCIAL  SECURITY  ADMINISTRATION 
Special  Benefits  for  Disabled  Coal  Miners 

For  carrying  out  title  IV  of  the  Federal  Mine  Safety  and  Health 
Act  of  1977,  including  the  payment  of  travel  expenses  on  an  actual 
cost  or  commuted  basis,  to  an  individual,  for  travel  incident  to 
medical  examinations,  and  to  parties,  their  representatives  and  all 
reasonably  necessary  witnesses  for  travel  within  the  United  States, 
Puerto  Rico,  and  the  Virgin  Islands,  to  reconsideration  interviews  and 
to  proceedings  before  administrative  law  judges,  [$1,098,765,000] 
$1, 102 ,ooo ,ooo  z  Provided ,  That  after  July  31,  such  amounts  for  benefit 
payments,   incurred  for  the  current  fiscal   year,  — /  as  may  be  necessary 
may  be  charged  to  the  subsequent  year  appropriation. 

Explanation  of  Language  Change 

—     The  authority  to  draw  down  funds  from  the  succeeding  year's 
appropriation  is  restricted,  by  this  proposed  change  in 
appropriation  language,  from  extending  beyond  the  end  of  the 
current  fiscal  year.     This  language  change  is  intended  to  limit 
the  use  of  the  drawdown  provision  to  a  shortfall  in  the  funds 
available  in  the  fiscal  year  of  the  appropriation. 
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Language  Analysis 

Language  Provision 

Explanation 

"...  including  the  payment  of  travel 
expenses  on  an  actual  cost  or 
commuted  basis,  to  an  individual, 
for  travel  incident  to  medical 
examinations,  and  to  parties,  their 
representatives  and  all  reasonably 
necessary  witnesses  for  travel 
within  the  United  States, 
Puerto  Rico,  and  the  Virgin  Islands 
to  reconsideration  interviews  and  to 
proceedings  before  administrative 
law  judges..." 

Authorizing  legislation  did  not 
specify  whether  or  not  travel 
incident  to  medical  examinations  or 
travel  for  claimants,  their 
representatives,  and  witnesses  to 
attend  reconsideration  interviews 
and  hearings  was  a  necessary 
administrative  expense.  This 
provision,  which  permits  the  payment 
of  these  travel  expenses,  reduces 
financial  hardship  to  claimants. 
Similar  language  was  included  in  the 
Disability  Amendments  of  1980  for 
the  Social  Security  trust  fund  and 
supplemental  security  income  (SSI) 
programs.    Permanent  authority  is 
not  needed  here  since  the  hearings 
.  workload  for  black  lung  claims  under 
SSA  jurisdiction  is  phasing  out. 

"Provided,  That  after  July  31,  such 
amounts  for  benefit  payments, 
incurred  for  the  current  fiscal 
year,  as  may  be  necessary  may  be 
charged  to  the  subsequent  year 
appropriation." 

This  language  provides  that  benefit 
payments  under  title  IV  of  the  Act 
for  the  last  two  months  of  a  fiscal 
year  can,  if  necessary,  be  made  from 
funds  of  the  next  fiscal  year.  This 
language  provides  the  authority 
needed  to  finance  unanticipated  and 
uncontrollable  benefit  costs  from 
subsequent  appropriations  and 
assures  that  no  black  lung 
beneficiary  will  fail  to  receive 
benefit  payments  because  of  a 
shortage  of  funds  in  that  fiscal 
year. 
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Appropriation. 


Unobligated  balance 
lapsing  


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
SOCIAL  SECURITY  ADMINISTRATION 
Special  Benefits  for  Disabled  Coal  Miners 
Amounts  Available  for  Obligation  1/ 


FY  1981 
Actual 

.$1,135,599,000 
-5,031,000 


FY  1982 
Estimate 


FY  1983 
Estimate 


$1,098,765,000  I7  $1,102,000,000 


Appropriation  available 
in  prior  year  2/   -34,299,000 


Total,  obligations  $1,096,269,000        $1,098,765,000  I7  $1,102,000,000 


1/   Excludes  work  done  under  a  reimbursable  agreement  with  the  Department  of  Labor. 

2/   Reflects  the  funding  of  $34,299,000  of  the  September  1980  benefit  (paid 
October  3,  1980)  from  the  FY  1981  appropriation. 

y   Decisions  on  FY  1982  pay  raise  absorption  are  not  reflected  in  this  budget. 

Thus,  the  FY  1982  base  includes  no  funds  for  the  October  1981 "Federal  pay  raise 
increase  pending  such  decisions. 
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Summary  of  Changes 
FY  1982  Estimate,  budget  authority 

(appropriation/program  costs)   $1,098,765,000 

FY  1983  Estimate,  budget  authority 

(appropriation/program  costs)   $1,102,000,000 

Net  change   +$3,235,000 


FY  1982  Base  Change  from  Base 

Pos.  Amount  Pos.  Amount 

Increases : 
Built-in: 


1.  Projected  5.0  percent 
benefit  increase 
effective 

October  1982  —     $1,092,465,000        —  +$48,535,000 

2.  Annual  cost  of 
the  October  198I 
Federal  pay  raise 

(4.8  percent)     -0-  2/    +300,000 

3.  Development  and 
implementation  of 
action  plan  to  purge 

rolls  of  ineligibles..  178  6,300,000  — -  +400,000 

Subtotal,  increases...  —  +$49,235,000 

Decreases : 

Built-in: 


1.  Reduction  in  benefit 
payments  due  to  a 
decrease  of  19,000 

beneficiaries         -45,000,000 

2.  Reduction  in  retro- 
active benefit 
payments  due  to 
reduction  in 
number  of  appellate 
actions  to  be 
processed  and 

allowed         -1,000,000 

Subtotal,  decreases...    -$46,000,000 

Net  change   +$3,235,000 


1/  Decisions  on  FY  1982  pay  raise  absorption  are  not  reflected  in  this  budget. 
Thus,  the  FY  1982  base  includes  no  funds  for  the  October  1981  Federal  pay  raise 
increase  pending  such  decisions. 
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Budget  Authority  by  Activity  1/ 


M  1981  FY  1982  FY  1983 

Actual  Estimate  Estimate 


Eenefit  payments   $1,095,000,000  $1,092,465,000  $1,095,000,000 

(Obligations)   (1,090,288,000) 

Administration   6,300,000  6,300,000  7,000,000 

(Obligations)   (5,981,000)  


Subtotal,  budget 
authority 

(program  costs)..  $1,101,300,000        $1,098,765,000  $1,102,000,000 

(obligations)   ($1,096,269,000) 

Financing 

adjustment  4   +34,299,000  —   — 


Total,  budget 
authority 

(appropriation)   $1,135,599,000        $1,098,765,000  $1,102,000,000 

Total  positions   178  178  178 


1/    Excludes  work  done  under  a  reimbursable  agreement  with  the  Department  of  Labor 
which  will  require  47  positions,  49  work-years  and  $1,104,402  in  FY  1981; 
22  positions,  27  work-years  and  $629,000  in  FY  1982;  and  22  positions,  27  work- 
years  and  $629,000  in  FY  1983. 

2/   Reflects  the  funding  of  $34,299,000  of  the  September  1980  benefit  (paid 
October  3,  1980)  from  the  FY  1981  appropriation. 
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Budget  Authority  by  Object  1/ 


FY  1982 
Estimate 


FY  1983 
Estimate 


Increase 

or 
Decrease 


Total  number  of  permanent 

positions                                             178  178  — 

Full-time  equivalent  of  all 

other  positions                                       85  94  +9 

Total  compensable  work-years..               268  277  +9 

Personnel  compensation: 

Permanent  positions                   $3,197,000  $3,420,000  +$223,000 

Positions  other  than 

permanent                                 1,019,000  1,205,000  +186,000 

Other  personnel 

compensation                                 112,000  119,000  +7,000 

Subtotal,  personnel 

compensation                      $4,328,000  $4,744,000  +$416,000 

Personnel  benefits                            484,000  531,000  +47,000 

Travel  and  transportation  of 

persons                                           35,000  39,000  +4,000 

Transportation  of  things                    15,000  21,000  +6,000 

Rent,  communications  and 

utilities                                       519,000  590,000  +71,000 

Standard  level  user  charges...          475,000  500,000  +25,000 

Printing  and  reproduction                   56,000  60,000  +4,000 

Other  services                                 260,000  374,000  +114,000 

Supplies  and  materials                       82,000  90,000  +8,000 

Equipment                                          46,000  51,000  +5,000 

Insurance  claims  and 

indemnities  1,092,465,000  1,095,000,000  +2,535,000 

Total,  budget  authority 

(appropriations)  $1,098,765,000     $1,102,000,000  +$3,235,000 

1/  Excludes  work  done  under  a  reimbursable  agreement  with  the  Department  of  Labor 
which  will  require  22  positions,  27  work-years  and  $629,000  in  FY  1982  and 
22  positions,  27  work-years  and  $629,000  in  FY  1983. 
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Authorizing  Legislation 


FY  1982 
Amount 
Authorized 


FY  1982 
Estimate 


FY  1983 
Amount 
Authorized 


FY  1983 
Budget 
Request 


Title  IV  of  the 
Federal  Mine 
Safety  and 
Health  Act 
of  1977  


Indefinite       $1,098,765,000     Indefinite  $1,102,000,000 
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Special  Benefits  for  Disabled  Coal  Miners 
Table  of  Estimates  and  Appropriations 


Fiscal 
Year 

Budget 
Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1974 

$1,013,925,000 

$1,013,925,000 

$1,013,925,000 

$1,013,925,000 

1975 

957,740,000 

957,740,000 

957,740,000 

957,740,000 

1976 

999,778,000 

999,778,000 

999,778,000 

999,778,000 

1977 

961,965,000 

961,965,000 

961,965,000 

961,965,000 

1978 

967,623,000 

967,623,000 

967,623,000 

967, 623, 000 > 

1979 

1,016,608,000 

1,016,608,000 

1,016,608,000 

1,016,608,000 

1980 

1,005,202,000 

1,005,202,000 

1,005,202,000 

1,005,202,000 

1981 

1,097,751,000 

1,097,751,000 

l,135,599,000l7 

1982 

1,098,765,000 

1,098,765,000 

1,098, 765, 0002/ 

1,098, 765, OOol7 

1983 

1,102,000,000 

1/  P.L.  97-12,  enacted  June  5,  1981,  provided  "such  sums  as  may  be  necessary" 
to  pay  special  benefits  for  disabled  coal  miners  for  FY  1981. 

-/  The  annual  amount  approved  by  the  Senate  Committee  on  Appropriations. 

3/  The  annual  amount  authorized  by  the  third  continuing  resolution  for  FY  1982 
(P.L.  97-92). 
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Justification 
Special  Benefits  for  Disabled  Coal  Miners 


Increase 

FY  1982  FY  1983  or 

Estimate  Estimate  Decrease 


Special  Benefits 
for  Disabled 
Coal  Miners: 

Budget  authority 

(program  costs)..       $1,098,765,000  $1,102,000,000  +$3,235,000 

Permanent 

positions   178  178  — 

Work-years   268  277  +9 


General  Statement 

Title  IV  of  the  Federal  Coal  Mine  Health  and  Safety  Act  of  1969,  enacted  on 
December  30,  1969,  provided  for  the  payment  of  cash  benefits  to  coal  miners 
who  are  disabled  due  to  coal  worker's  pneumoconiosis  (black  lung)  and  to  their 
widows  and  certain  other  dependents.    The  Black  Lung  Benefits  Act  of  1972 
(P.L.  92-303)  and  the  Black  Lung  Benefits  Reform  Act  of  1977  (P.L.  95-239) 
broadened  and  liberalized  the  original  legislation.    The  Federal  Mine  Safety 
and  Health  Act  of  1977  (P.L.  95-164)  changed  the  name  of  the  Federal  Coal  Mine 
Health  and  Safety  Act  of  1969,  but  did  not  change  materially  the  provisions  of 
title  IV. 

The  Social  Security  Administration  (SSA)  is  responsible  for  processing  and 
paying  claims  for  miners'  benefits  filed  from  December  30,  1969,  through 
June  30,  1973,  or  within  6  months  after  the  death  of  a  miner  or  widow  already 
on  the  beneficiary  roll  maintained  by  SSA.    Beginning  in  fiscal  year  1975, 
survivors  whose  dependency  has  previously  been  established  are  automatically 
entitled  without  having  to  file  an  application.    As  an  agent  of  the  Department 
of  Labor,  SSA  has  continued  to  take  miners'  claims  filed  after  June  30,  1973, 
and  survivors'  claims  filed  after  December  31,  1973,  and  forward  them  to  the 
Department  of  Labor  for  adjudication  and  payment.    This  arrangement  will 
continue  into  the  future.    Costs  incurred  by  the  Social  Security 
Administration  in  taking  these  claims  are  reimbursed  by  the  Department  of 
Labor. 

Highlights  of  FY  1982-1983  Budget  Request 


— Tne  budget  estimates  assume  a  5.0  percent  increase  in  benefits  effective 
October  1982. 

— SSA  will  continue  to  administer  the  black  lung  program  in  line  with  the 
objectives  originally  established  for  this  program. 


/ 
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— In  addition,  SSA  will  be  initiating  corrective  action  to  purge  ineligibles 
from  the  black  lung  beneficiary  rolls.    A  recent  cross-check  which  matched 
Social  Security  records  against  the  black  lung  rolls  indicates  checks  are 
being  sent  to  recipients  who  died  or  became  ineligible  due  to  divorce. 

— There  are  currently  about  1,500  black  lung  cases  pending  in  Federal  district 
courts,  which  SSA  may  be  required  to  take  jurisdiction  of  if  decisions  are 
made  in  favor  of  the  claimants.    Many  of  these  claimants  are  now  receiving 
payments  from  Department  of  Labor,  but  SSA  could  be  liable  for  retroactive 
benefit  payments  from  the  date  of  the  original  SSA  application  (as  early  as 
1969).    An  increased  rate  of  decisions  by  district  courts  in  FY  1981  caused 
benefit  payments  to  exceed  previous  estimates. 

Regulatory  Activities 

Neither  the  Social  Security  Administration  nor  the  Office  of  Child  Support 
Enforcement  is  a  regulatory  agency.    SSA/OCSE  regulations  closely  parallel 
authorizing  statutes  and  do  not  impose  a  compliance  cost  on  the  private  sector 
or,  with  limited  exceptions,  on  the  States.    No  regulations  have  had  cost 
impact  of  a  significance  great  enough  to  require  regulatory  impact  analysis 
under  Executive  Order  12291,  which  is  intended  to  identify  Federal  regulations 
with  large  compliance  costs. 

In  a  broad  sense,  all  the  Agency's  employees  are  engaged  in  carrying  out  the 
law  and  regulations.    Approximately  95  wcrk-years  are  devoted  to  the  specific 
task  of  developing  and  promulgating  regulations  for  the  programs  which  SSA  and 
OCSE  administer. 
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Program  Accomplishments 


The  Social  Security  Administration's  primary  roles  with  respect  to  the  black  lung 
program  are  making  benefit  payments  and  maintaining  the  beneficiary  roll  (e.g., 
keeping  track  of  changes  of  address  or  events  affecting  entitlement  for  benefits). 
The  most  representative  indicators  of  program  accomplishments  during  the  5-year 
period  FY  1978-1982  thus  are  the  numbers  of  beneficiaries  actually  served,  and  the 
amounts  of  benefits  paid.    This  information  is  summarized  below: 

Fiscal  Beneficiaries  Benefits 

Year  (at  mid-point  of  year)  Paid 


In  addition,  as  discussed  elsewhere  in  this  justification,  SSA  is  undertaking, 

during  FY  1§82,  the  development  and  implementation  of  an  action  plan  designed  to 

identify  and  purge  from  the  benefit  rolls  any  current  beneficiaries  found  to  be 
ineligible. 


1978 
1979 
1980 
1981 


453,000 
440,000 
416,000 
394,000 
374,000 


$974,519,000 
985,288,000 
1,030,848,000 
1,090,288,000 
1,092,465,000 


1982  (estimate)  
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Benefit  Payments 

Authorizing  legislation:    Title  IV,  Federal  Mine  Safety  and  Health  Act  of  1977. 


Increase 

FY  1982  FY  1983  or 

Estimate  Estimate  Decrease 


Benefit  Payments: 

Budget  authority   $1,092,465,000       $1,095,000,000  +$2,535,000 


Purpose  and  Method  of  Operation 

These  funds  are  used  to  provide  monthly  benefits  to  coal  miners  who  are  totally 
disabled  due  to  pneumoconiosis,  to  the  widows  of  miners  whose  deaths  were  due  to 
this  disease,  to  dependents,  to  orphaned  children  of  miners,  and  to  certain 
dependent  parents,  brothers  and  sisters  of  miners.    The  basic  benefit  rate  is 
50  percent  of  the  minimum  monthly  benefit  under  the  Federal  Employees  Compensation 
System  for  a  totally  disabled  employee  in  step  1,  grade  GS-2. 

A  disabled  miner  or  an  eligible  widow  receives  the  basic  benefit  amount  ($293.20 
effective  October  1981).    If  the  disabled  miner  or  eligible  widow  has  dependents, 
the  benefit  increases  with  the  number  of  dependents — an  additional  50  percent  for 
one  dependent,  75  percent  for  two  dependents,  and  100  percent  for  three  or  more 
dependents . 

Rationale  for  the  Budget  Request 

In  FY  1983,  SSA  is  requesting  an  increase  of  $2,535,000  to  pay  black  lung 
benefits.    This  increase  is  due  to  the  following  factors: 

1.  Projected  5*0  percent  benefit  Increase  effective 

October  1982,  as  reflected  in  the  President's  budget  (+$48,535,000) 

The  benefit  increase  projected  in  FY  1983  is  based  on  the  Federal  pay  raise 
included  in  the  President's  FY  1983  budget.    Current  assumptions  include  a 
5.0  percent  pay  raise  for  Federal  employees.    This  will  automatically  trigger  a 
comparable  Increase  in  black  lung  benefits. 

2.  Reduction  in  the  number  of  beneficiaries  (-$45,000,000) 

Mainly  a  result  of  the  death  rate  of  miners  and  their  widows,  and  the  remarriage 
of  widows,  the  number  of  beneficiaries  on  the  rolls  will  decline  as  summarized  in 
the  table  on  the  next  page. 
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Beneficiaries 

(at  mid-point  of  fiscal  year)        FY  1982  FY  1983 

Miners   109,000  100,000 

Widows   146,000  145,000 

Other  Dependents   119,000  110,000 

Total   374,000  355,000 

Reduction  in  retroactive  benefit  payments  due  to  reduction  in  number  of 
appellate  actions  to  be  processed  and  allowed  (-$1,000,00077 
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Administration 

Authorizing  Legislation:    Title  IV,  Federal  Mine  Safety  and  Health  Act  of  1977. 


Increase 

FY  1982  FY  1983  or 

Estimate  Estimate  Decrease 


Budget  authority   $6,300,000  $7,000,000  +$700,000 

Permanent  positions   178  178  — 

Work- Years   268  277  +9 


Purpose  and  Method  of  Operation 

For  that  portion  of  the  black  lung  program  directly  administered  by  SSA,  the  primary 
objectives  in  FY  1983  are  to  pay  $1,095,000,000  in  benefit  payments  accurately  and 
timely,  and  to  process  the  appellate  cases  that  are  awarded.    To  achieve  these 
objectives  SSA  must  keep  the  beneficiary  rolls  up-to-date  by  reflecting  additions  to 
the  rolls,  deletions  which  result  from  death  of  a  beneficiary  or  remarriage  of  a 
widow,  the  posting  of  new  addresses,  and  responding  to  beneficiary  inquiries. 

Rationale  for  the  Budget  Request 

I.    SSA  Work 

Administrative  expenses  for  SSA's  black  lung  work  will  rise  by  $700,000  in 
FY  1983- 

This  increase  is  a  result  of  two  factors: 

— As  discussed  earlier,  SSA  plans  to  develop  and  Initiate  a  corrective  action 
plan  In  FY  1982  to  purge  the  benefit  rolls  of  ineligible  beneficiaries.  For 
FY  1983,  $400,000  of  the  administrative  cost  increase  budgeted  Is  in 
anticipation  of  continued  efforts  to  eliminate  ineligibles  from  the  rolls  as 
well  as  efforts  to  recover  the  incorrect  payments. 

— The  remaining  $300,000  Increase  is  the  cost  in  FY  1983  for  the  October  1981 
pay  raise.    Decisions  on  FY  1982  pay  raise  absorption  are  not  reflected  In 
this  budget.    Thus,  the  FY  1982  base  includes  no  funds  for  the  October  1981 
Federal  pay  raise  increase  pending  such  decisions. 
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The  following  table  outlines  SSA's  estimated  workloads,  positions  and  work-year 
needs  for  black  lung: 


FY  1982  FY  1983 

Estimate  Estimate  Change 


A.  Workloads 


Appellate 
workloads 
processed : 

Hearings   100  150  +50 

Appeals   167  0  -167 

Court  Cases   350  350 


Maintenance  of 
the 
rolls : 


Beneficiaries 
in  payment 
status  at 
mid-point  of 
the  year: 


Miners   109,000  100,000  -9,000 

Widows   146,000  145,000  -1,000 

Other  dependents....  119,000  110,000  -9,000 

Total   374,000  355,000  -19,000 


Work- Year  Requirements: 
Permanent, 

full-time   178  178  — 

Temporary   85  94  +9 

Overtime   5   5  — 

Total   258"  277  +9 


Positions  at  End  of  Year: 

Permanent,  full-time  178  178  — 

Temporary/part-time  100  85  -15 

Total   278"  253"  -15 


93-481   0—82  45 
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POL  Work 


The  budget  estimates  In  this  justification  exclude  work  done  for  the  Department 
of  Labor  (DOL)  under  a  reimbursable  agreement.    This  work  will  require 
22  positions,  27  work-years,  and  $629,000  in  FY  1982  and  22  positions,  27  work- 
years,  and  $629,000  In  FY  1983 .    The  following  table  shows  the  workload  to  be 
funded  through  DOL's  budget: 


FY  1982 


FY  1983 


New  claims  and  inquiries 


18,000 


18,000 


Search  Social  Security  earnings  records 
for  coal  mine  employment  histories  


4,000 


4,000 
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SOCIAL  SECURITY  ADMINISTRATION 
Supplemental  Security  Income  Program 
For  carrying  out  the  Supplemental  Security  Income  Program  under  title  XVI  of  the 
Social  Security  Act,  section  401  of  Public  Law  92-603,  and  section  212  of  Public 
Law  93-66,  as  amended,  and  section  405  of  Public  Law  95-216,  including  payment  to 
the  social  security  trust  funds  for  administrative  expenses  incurred  pursuant  to 
section  201(g)(1)  of  the  Social  Security  Act,  [$7,751,677,000]  $8,919,495,000  to 
remain  available  until  expended:    Provided,  That  after  July  31,  such  amounts  for 
benefit  payments  incurred  for  the  current  fiscal  year  -3/  as  may  be  necessary  may  be 
charged  to  the  subsequent  year  appropriation:    Provided  further,  That  of  the  amount 
determined  with  respect  to  a  State  under  section  401  of  Public  Law  92-603,  the  State 
shall  be  entitled  under  that  section  to  [60]  no  more  than  forty  — /  per  centum 
thereof:    Provided  further,  That  any  portion  of  the  funds  provided  to  a  State  in  the 
current  fiscal  year  and  not  obligated  by  the  State  during  that  year  shall  be 
returned  to  the  Treasury.    (Legislative  action  required.  )  1/ 


Explanation  of  Language  Changes 


J/   The  authority  to  draw  down  funds  from  the  succeeding  year's  appropriation  is 
restricted,  by  this  proposed  change  in  appropriation  language,  from  extending 
beyond  the  end  of  the  current  fiscal  year.    This  language  change  is  intended  to 
limit  the  use  of  the  drawdown  provision  to  a  shortfall  in  the  funds  available  in 
the  fiscal  year  of  the  appropriation. 

21   This  language  change  continues  the  phase-out  of  hold  harmless  protection  which 
was  begun  in  the  FY  1982  budget.    It  replaces  the  FY  1982  limitation  on  funding 
the  hold  harmless  provision  (i.e.,  60  percent  of  the  amount  of  Federal  financial 
participation  determined  under  the  existing  hold  harmless  authorization)  with  a 
40  percent  funding  limitation  in  FY  1983*    The  effect  of  this  language  change  is 
to  limit  Federal  costs  to  40  percent  of  the  amount  of  Federal  protection 
computed  under  the  hold  harmless  statute. 

— ■     The  President's  appropriation  request  for  FY  1983  includes  savings  from  proposed 
legislation.    If  the  legislation  is  not  enacted,  additional  funding  will  be 
required.    The  table  below  demonstrates  the  funding  requested  under  proposed 
legislation,  the  amount  of  savings  for  proposed  legislation  included  in  the 
request  and  the  funding  required  if  the  legislation  is  not  enacted: 
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Components  of 

FY  1983 
Appropriation 

FY  1983  (regular)., 
FY  1982  (drawdown), 
Total,  FY  1983 
appropriation. . . , 


Appropriation 
Request  Under 
Present  Law 

$9,147,362,000 
106,133,000 

$9,253,495,000 


Proposed  Appropriation 
Legislation       Request  Including 
Savings        Proposed  Legislation 


-$256,000,000 
-$78,000,000 

-$334,000,000 


1,891,362,000 
28,133,000 

1,919,^95,000 
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Language  Analysis 

Language  Provision 

Explanation 

"...to  remain  available  until 
expended : " 

This  language  was  inserted  by  the 
Congress  to  provide  authority  to  use 
funds  appropriated  but  not  obligated 
in  one  fiscal  year  for  obligations 
and  expenditures  in  a  subsequent 
year. 

"Provided,  That  after  July  31,  such 
amounts  for  benefit  payments 
incurred  for  the  current  fiscal  year 
as  may  be  necessary  may  be  charged 
to  the  subsequent  year 
appropriation." 

Provided  that  costs  for  supplemental 
security  income  benefit  payments  for 
the  last  two  months  of  a  fiscal  year 
can,  if  necessary,  be  financed  from 
funds  of  the  next  year.  This 
language  is  a  safeguard  for  the 

under  the  SSI  program.    In  the  event 
that  appropriation  estimates  prove 
to  be  too  low,  the  language  permits 
payment  of  SSI  benefits  for  the 
current  fiscal  year  without 
interruption  out  of  the  subsequent 
year's  appropriation.    Such  drawdown 
is  restricted  to  benefit  payments 
and  cannot  be  made  for  other  costs 
related  to  the  program. 

"Provided  further,  That  of  the 
amount  determined  with  respect  to  a 
State  under  section  401  of  Public 
Law  92-603,  the  State  shall  be 
entitled  under  that  section  to  no 
more  than  forty  per  centum  thereof:" 

This  language  continues  the  phase- 
out  of  hold  harmless  protection 
which  was  begun  in  the  1982 
budget.    It  provides  for  a 
limitation  in  FY  1983  of  Federal 
costs  of  40  percent  of  the  amount  of 
Federal  protection  computed  under 
the  hold  harmless  statute. 

"Provided  further,  That  any  portion 
of  the  funds  provided  to  a  State  in 
the  current  fiscal  year  and  not 
obligated  by  the  State  during  that 
year  shall  be  returned  to  the 
Treasury." 

This  provision  insures  that  States 
do  not  carry  unobligated  balances  of 
Federal  funds  into  the  subsequent 
fiscal  year.    The  provision  applies 
primarily  to  the  beneficiary 
services  activity. 
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DEPARTMENT  OP  HEALTH  AND  HUMAN  SERVICES 
SOCIAL  SECURITY  ADMINISTRATION 
Supplemental  Security  Income  Program 
Amounts  Available  for  Obligation  — ' 

FY  1981  FY  1982  FY  1983 

Actual  Estimate  Estimate 

Appropriation   $7,368,413,000       $7,751,677,000^  $8,919,495,0002/ 

Comparative  transfer  to: 

Public  Health  Service 
for  child  health  services..  -30,000,000     

Appropriation  available  . 
from  subsequent  year   +2,952,000  +28,133,000i/   

Appropriation  available 
in  prior  year   -144,121,000  -2,952,000  -28,133,000 

Subtotal,  adjusted 

budget  authority   $7,197,244,000       $7,776,858,000       $8, 891, 362, 000^/ 

Unobligated  balance,  ,. 
start  of  year   +6,656,0002/        +37,172,000°/  +6,483,0001/ 

Unobligated  balance, 
end  of  year  ,   -37,172,0002/  -6,483,0001/   

Recovery  of  prior  year 
obligations   +11,743,000   ==    —  

Total,  obligations   $7,178,471,000       $7,807,547,000  $8,897,845,000 

—     Excludes  obligations  related  to  reimbursable  State  supplementation  payments  made 
by  SSA.    The  source  and  amount  of  financing  for  this  reimbursable  activity 
follows : 

FY  1981  FY  1982  FY  1983 

Actual  Estimate  Estimate 

State  funds   $1,803,962,000       $1,890,000,000  $2,010,000,000 

Federal  refugee  program 

funds   $10,439,000     
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-?/   Decisions  on  FY  1982  pay  raise  absorption  are  not  reflected  in  this  budget. 

Thus,  the  FY  1982  base  includes  no  funds  for  the  October  1981  Federal  pay  raise 
increase  pending  such  decisions. 

The  President's  appropriation  request  for  FY  1983  includes  savings  from  proposed 
legislation.    If  the  legislation  is  not  enacted,  additional  funding  will  be 
required.    The  table  below  demonstrates  the  funding  requested  under  proposed 
legislation,  the  amount  of  savings  for  proposed  legislation  included  in  the 
request  and  the  funding  required  if  the  legislation  is  not  enacted: 


4/ 


Components  of 

FY  1983 
Appropriation 

FY  1983  (regular).. 

FY  1982  (drawdown). 
Total,  FY  1983 
appropriation. . . . 


Appropriation 
Request  Under 
Present  Law 

$9,147,362,000 
106,133,000 

$9,253,495,000 


Proposed 
Legislation 
Savings 

-$256,000,000 
-$78,000,000 

-$334,000,000 


Appropriation  - 
Request  Including 
Proposed  Legislation 

$8,891,362,000 
28,133,000 

$8,919,495,000 


Assumes  savings  from  proposed  legislation  totaling  $78,000,000.  If  this 
legislation  is  not  enacted,  the  FY  1982  drawdown  would  be  $106,133,000. 


-5/   Reflects  unobligated  balances  at  close  of  FY  1980  from  FY  1980  appropriation 
($1,799,587)  and  funds  borrowed  from  the  FY  1981  appropriation  for  use  in 
FY  1980  ($4,856,496). 

§1   Reflects  carry-over  of  unobligated  balances  at  close  of  FY  1981  of  $36,434,000 
in  Federal  fiscal  liability  and  a  carry-over  of  $738,000  for  hold  harmless 
payments . 

2/    Reflects  carry-over  of  unobligated  balances  at  close  of  FY  1982  of  $6,483,000  in 
Federal  fiscal  liability. 
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Summary  of  Changes 


FY  1982  Estimate,  budget  authority  (appropriation)   $7,751,677,000 

Plus:    Financing  adjustment   +25,181,000 

FY  1982  Estimate,  budget  authority  (adjusted  appropriation)..  $7,776,858,000 

FY  1983  Estimate,  budget  authority  (appropriation)   $8,919,495,000 

Less:    Financing  adjustment   -28,133,000 

FY  1983  Estimate,  budget  authority  (adjusted  appropriation)..  $8,891,362,000 


Net  change   +$1,114,504,000 


Increases : 
Built-in: 

1.    Federal  benefit  payment  Is: 


FY  1982  Base  Change  from  Base 


$6,971,000,000  +$2,345,000,000 


a.  Cost  of  making  extra 
payments  in  FY  19 83  (at 
1982  benefit  levels) 

to  385,000  recipients 
added  to  the  rolls 
during  FY  1982.  Since 
these  recipients  were 
on  the  rolls  only  for 
part  of  FY  1982,  the  cost 
of  benefits  for  them 
for  a  full  year  in  FY  1983 

produces  an  increase   (+390,000,000) 

b.  Cost  of  paying  385,000 
new  Federal  recipients 
added  to  the  rolls  in 
FY  1983  at  1983  benefit 

levels   (+525,000,000) 

c.  Effect  of  projected 
automatic  cost-of- 
living  benefit 
increases  in  SSI 
payments  of  8.1  percent 
in  July  1982  and  6.5 

percent  in  July  1983   (+785,000,000) 


d.    October  1,  1983  payment 
made  in  FY  1983  


(+645,000,000) 
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FY  1982  Base  Change  f  rem  Base 

2.  Payments  to  the  trust  funds 

for  SSI  administrative  costs...     764,880,0001'  +98,829,0002-/ 

3.  Increase  in  the  amount  of 
Federal  fiscal  liability  to 
reimburse  the  States  for 
State  supplementation  funds 
incorrectly  paid  by  the 
Federal  Government  as  a 
result  of  Federal  errors 

only   $15,600,000  +$5,137,000 

4.  Increase  in  funding  of 
beneficiary  services  to 
reflect  the  Increase  in  the 
number  of  SSI  beneficiaries 
who  will  be  rehabilitated 
through  the  vocational 

rehabilitation  program   1,500,000  +1,500,000 

5.  SSI  demonstration  projects   +2,000,000 

Subtotal,  increases   +$2,452,466,000 


Built-in: 


Federal  benefit  payments:  $6,971,000,000  -$1,153,000,000 

a.  During  FY  1982,  320,000 
SSI  recipients  will 
leave  the  rolls  due 

to  normal  attrition. 
Not  having  to  pay  any 
benefits  to  these 
recipients  in 
FY  1983  produces 

a  savings   (-335,000,000) 

b.  Normal  attrition  of 
320,000  recipients 
during  FY  1983  also 
reduces  benefits  in 

FY  1983   (-300,000,000) 


— 7    Decisions  on  FY  1982  pay  raise  absorption  are  not  reflected  in  this  budget. 

Thus,  the  FY  1982  base  includes  no  funds  for  the  October  1981  Federal  pay  raise 
Increase  pending  such  decisions. 

—    Includes  $23,900,000  annual  cost  of  the  October  1981  Federal  pay  raise 
(4.8  percent). 
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FY  1982  Base 

Effect  of  projected 
automatic  cost-of- 
living  increases  in 
Social  Security 
benefits  (8.1?  in  July 
1982  and  6.5%  in 
July  1983).  Social 
Security  benefits 
count  as  income  for 
SSI  recipients  who 
receive  both  Social 
Security  and  SSI 
payment  s .    The ref ore , 
an  increase  in  Social 
Security  benefits 
reduces  SSI  payments 
to  these  recipients  who 
constitute  about  52%  of 
the  SSI  rolls  

Effect  of  redeter- 
minations and  other 
error  reduction 
initiatives  

Effect  of  expansion 
of  additional 
continuing  medical 
disability 
investigations 
(CDI's)  in  FY  1983  

Impact  of  those 
provisions  of  the 
Omnibus  Budget 
Reconciliation  Act 
of  1981  (P.L.  97-35) 
regarding  the  minimijii 
benefit  and  retrospective 
monthly  accounting. . . . 

Cumulative  impact  of 
change  in  law 
concerning  dis- 
posal of  assets 
(P.L.  96-611)  

Debt  collection 
initiatives  will 
generate  $135 
million  in  savings 
in  FY  1982  and  $140 
million  in  FY  1983.... 


Change  from  Base 


(-$305,000,000) 


(-150,000,000) 


(-28,000,000) 


(-21,000,000) 


(-9,000,000) 


(-5,000,000) 
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Proposed  legislation 
will  generate  $78 
million  in  savings  in 
FY  1982  and  $256  million 
in  FY  1983  

Effect  of  change  in  the 
FY  1982  appropriation 
language  on  hold  harmless 
payments  to  States  

Subtotal,  decreases... 

Net  change  


FY  1982  Base  Change  from  Base 

-$178,000,000 

$22,262,000  -6,962,000 
-$1,337,962,000 
+$1,114,504,000 
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Authorizing  Legislation 

FY  1982  FY  1983  FY  1983 

Amount             FY  1982  Amount  Budget 

Authorized          Estimate  Authorized  Request 


Title  XVI  of  the 
Social  Security  Act; 
Section  401  of 
P.L.  92-603  and 
Section  212  of 
P.L.  93-66,  as 
amended,  and 
Section  405  of 

P.L.  95-216   Indefinite  $7,751,677,000 


—    The  President's  appropriation  request  for  FY  1983  includes  savings  from  proposed 
legislation.    If  the  legislation  is  not  enacted,  additional  funding  will  be 
required.    The  table  below  demonstrates  the  funding  requested  under  proposed 
legislation,  the  amount  of  savings  for  proposed  legislation  included  in  the 
request  and  the  funding  required  if  the  legislation  is  not  enacted: 

Components  of       Appropriation  Request         Proposed  Appropriation 

FY  1983                 Under  Present  Legislation      Request  Including 

Appropriation   Law   Savings        Proposed  Legislation 

FY  1983  (regular)..  $9,147,362,000  -$256,000,000  $8,891,362,000 

FY  1982  (drawdown).  106,133,000  -$78,000,000  28,133,000 
Total,  FY  1983 

appropriation....  $9,253,495,000  -$334,000,000  $8,919,495,000 
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Supplemental  Security  Income  Program 
Table  of  Estimates  and  Appropriations 

Budget 


Fiscal 
Year 

Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1974 

$2,211,636,000 

$2,211,636,000  $2,211,636,000 

$2,211,636,000 

1975 

4,857,102,000 

4,857,102,000 

4,857,102,000 

4,857,102,000 

1976 

5,538,523,000 

5,518,523,000 

5,518,523,000 

5,518,523,000 

1977 

5,910,122,000 

5,395,122,000 

5,895,122,000 

5,895,122,000 

1978 

5,270,000,000 

5,220,000,000 

5,220,000,000 

5,220,000,000 

1979 

5,527,854,000 

5,527,854,000 

5,527,854,000 

5,527,854,000 

1980 

6,396,436,000 

6,323,436,000 

6,323,436,000 

6,323,436,000 

1981 

7,005,117,000 

7,005,117,000 

7,368,413,000 

1982 

8,082,477,000 

7,754,477,000 

7,757,577,000  l7 

7,751,677,000  y 

1983 

8,919,495,000  I7 

—    The  annual  amount  approved  by  the  Senate  Committee  on  Appropriations. 

— 7   This  appropriation  request  reflects  the  annual  amount  authorized  by  the  third 
Continuing  Resolution  for  FY  1982  (P.L.  97-92).    Decisions  on  FY  1982  pay  raise 
absorption  are  not  reflected  in  this  budget.    Thus,  the  FY  1982  base  includes  no 
funds  for  the  October  1981  Federal  pay  raise  increase  pending  such  decisions. 

3/ 

The  President's  appropriation  request  for  FY  1983  includes  savings  from  proposed 
legislation.    If  the  legislation  is  not  enacted,  additional  funding  will  be 
required.    The  table  below  demonstrates  the  funding  requested  under  proposed 
legislation,  the  amount  of  savings  for  proposed  legislation  included  in  the 
request  and  the  funding  required  if  the  legislation  is  not  enacted: 

Components  of      Appropriation  Request         Proposed  Appropriation 

FY  1983                 Under  Present  Legislation      Request  Including 

Appropriation   Law   Savings        Proposed  Legislation 

FY  1983  (regular)..  $9,147,362,000  -$256,000,000  $8,891,362,000 

FY  1982  (drawdown).  106,133,000  -$78,000,000  28,133,000 
Total,  FY  1983 

appropriation....  $9,253,495,000  -$334,000,000  $8,919,495,000 
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Justification 
Supplemental  Security  Income  Program 


Increase 

FY  1982  FY  1983  or 

Estimate  Estimate  Decrease 


Supplemental  Security  Income 


Program: 

Budget  authority   $7,776,858,000       $8,891,362,000  +$1,114,504,000 

Budget  authority 

(Appropriation)   $7,751,677,000       $8,919,495,000      +$1, 167, 818,000 

(Obligations)   ($7,807,547,000)    ($8,897,845,000)  (+$1,090,298,000) 

Permanent  positions   17,500                  17,500  — 

Work-years   19,884                  19,321  -563 

General  Statement 


Title  XVI  of  the  Social  Security  Act  established  the  Federally-administered  and 
financed  supplemental  security  income  (SSI)  program.    The  objective  of  this  program 
is  to  ensure  a  Federal  ntinimum  income  standard  for  the  aged,  blind  and  disabled. 
This  is  achieved  by  paying  a  supplement  from  general  revenues  when  their  benefits 
plus  other  income  are  below  the  Federal  minimum  income  standard  or  when  they  have  no 
other  income. 

States  may  supplement  the  Federal  benefit.    P.L.  93-66  makes  such  supplementation 
mandatory  for  certain  recipients  who  were  on  State  rolls  just  prior  to  the  creation 
of  the  Federal  program  on  January  1,  1974.    Otherwise,  State  supplementation  is 
optional.    SSI  program  costs  are  higher  where  a  State  elects  Federal  administration 
of  its  supplementation  payments  because  the  Federal  Government  bears  the  costs  of 
administration  and  assumes  fiscal  liability  for  certain  errors. 

The  President's  appropriation  request  of  $8,919,495,000  for  this  account  includes 
$9,175,495,000  under  current  law  less  $256,000,000  requested  to  be  appropriated 
assuming  congressional  action  on  proposed  legislation  as  follows: 


Current  law  appropriation  request   $9,175,495,000 

Impact  of  legislative  changes: 

— Prorate  first  month's  benefit  based  upon  date 

of  application   -40,000,000 

— Round  SSI  payment  standard  and  benefit  amount 

to  next  lower  dollar   -20,000,000 

— Determine  permanent  disability  on  prognosis  of 

at  least  24  months  duration   -45,000,000 

— Ensure  that  definition  of  permanent  disability 

is  based  on  preponderance  of  medical  factors   -75,000,000 

—Eliminate  $20  disregard  for  new  recipients   -15,000,000 

— Cross  program  recovery  of  SSI  overpayments  from 

OASDI  benefit  payments   -16,000,000 
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—Coordination  of  SSI  with  OASDI  cost-of-living 
adjustment  under  retrospective  budgeting  


-45,000,000 


Subtotal,  legislative  changes 


-$256,000,000 


Total,  appropriation  request  in 
President's  budget  , 


$8,919,495,000 


Many  of  these  legislative  proposals  have  effective  dates  in  FY  1982  and  produce 
FY  1982  savings  of  $78,000,000.    These  FY  1982  legislative  savings  reduce  the  amount 
of  borrowing  from  the  FY  1983  appropriation  from  $106,133,000  to  $23,133,000,  thereby 
reducing  the  FY  1983  request  by  $78,000,000  in  addition  to  the  FY  1983  savings  of 
$256,000,000  shown  in  the  table  above. 

Highlights  of  the  FY  1982-1983  Budget  Request 

— Under  present  law  the  maximum  monthly  Federal  SSI  payments  are  projected  to 
increase  automatically  by  8.1  percent  in  July  1982  and  6.5  percent  in  July  1983 
raising  the  SSI  monthly  guarantee  to  $304.90  for  an  individual  and  $457.10  for  a 
couple  by  July  1983. 

— The  average  number  of  SSI  recipients  is  expected  to  decline  about  0.7  percent  in 
FY  1983  to  3,630,000  from  3,654,000  in  FY  1982.    Aged  recipients  continue  to 
decline  while  blind  and  disabled  recipients  continue  to  increase.    This  is 
discussed  in  detail  in  the  "Federal  Benefit  Payments"  activity  that  follows. 

— Funding  for  Federal  hold  harmless  payments  to  the  States  will  be  phased  out 

starting  in  FY  1982.    The  phase-out  is  based  on  60  percent  of  the  costs  under  the 
current  legislation  in  FY  1982,  40  percent  of  such  costs  in  FY  1983,  20  percent  of 
these  costs  in  FY  1984  and  the  complete  phase-out  of  the  program  in  FY  1985. 
Legislation  has  been  proposed  to  accomplish  this  phase-out,  but  the  administration 
also  has  proposed  that  changes  should  be  made  in  the  appropriation  language  to 
implement  tills  phase-out. 

— The  Omnibus  Budget  Reconciliation  Act  of  1981  (P.L.  97-35)  contained  two 
provisions  which  have  an  impact  on  the  SSI  "Federal  Benefits  Payments"  activity — 
SSI  retrospective  monthly  accounting  and  the  Impact  of  the  SSI  program  on  the 
nilnimum  benefit  provisions.    While  subsequent  legislation  (P.L.  97-123)  has 
restored  the  miriimum  benefit  to  current  recipients,  there  will  be  an  impact  on  new 
claimants  of  old  age  and  survivors  disability  Insurance  (OASDI),  since  the  minimum 
benefit  will  be  eliminated  for  new  beneficiaries  who  reach  age  62,  die  or  become 
disabled  after  December  31,  1981.    Elimination  of  the  minimum  benefit  for  new 
OASDI  beneficiaries  increases  SSI  costs  because  OASDI  benefits  for  concurrent 
SSI/0ASDI  beneficiaries  count  as  income  under  SSI. 

— The  Omnibus  Budget  Reconciliation  Act  of  1981  (P.L.  97-35)  also  contained  a 
provision  that  has  an  Impact  on  the  "Beneficiary  Services"  activity.    Under  this 
provision  the  SSI-financed  vocational  rehabilitation  program  will  reimburse  the 
States  only  for  the  beneficiaries  who  successfully  complete  nine  continuous  months 
of  substantial  gainful  activity  (SGA). 

— SSA  is  continuing  its  efforts  to  locate  and  terminate  the  payment  of  benefits  to 
ineligible  recipients  and  to  correct  the  amount  of  benefits  being  paid  incorrectly 
to  eligible  beneficiaries  through  such  ongoing  means  as  our  redetermination 
process  and  automated  interfaces  (cross-referencing  of  benefit  and  earnings 
information  on  automated  data  files)  with  other  Federal  and  State  programs.  As 
part  of  its  initiative  to  reduce  error  rates,  SSA  plans  to  develop  an  automated 
procedure  in  which  the  account  numbers  of  SSI  applicants  and  beneficiaries  would 
be  provided  to  IRS  in  order  to  obtain  IRS  data  which  will  Identify  bank  accounts 
of  SSI  applicants  and  beneficiaries.    We  are  hopeful  that,  through  a  combination 
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of  these  efforts,  we  will  reduce  Incorrect  payments  and  achieve  our  target  for  the 
non-disability  error  rate  of  4.5  percent  in  FY  1983. 

— SSA  plans  to  substantially  increase  the  level  of  continuing  disability 

investigations  (CDI's)  in  the  SSI  program  for  FY  1983  in  order  to  determine  if 
SSI's  disability  recipients  continue  to  meet  the  disability  criteria  of  the 
program. 

— SSA  plans  a  major  debt  management  initiative  to  improve  its  performance  in 
collecting  SSI  benefit  overpayments: 

o   Focal  points  for  debt  collection  have  been  established  in  each  field  office, 
regional  office  and  processing  center. 

o    Procedures  for  processing  waiver  requests  have  been  revised  to  redefine  and 
standardize  waiver  criteria.    Training  on  these  procedures  emphasizes 
collection  of  overpayments,  rather  than  the  granting  of  waivers,  as  the 
preferred  method  of  resolution. 

o   Notices  to  overpaid  current  recipients  have  been  rewritten  to  request  full 

withholding  of  benefits  until  the  debt  has  been  repaid.    SSA  formerly  requested 
withholding  25  percent  of  monthly  benefits.    However,  partial  withholding  will 
be  available  upon  formal  request. 

o    SSA  is  developing  an  accounts  receivable  system  that  will  enable  us  to  automate 
all  collection  activities. 

o    SSA's  long-range  plan  for  debt  management  includes  using  private  collection 
agencies  to  collect  delinquent  debts  and  reporting  debtor  performance  to  credit 
bureaus . 

— A  new  activity  has  been  established  in  FY  1983  for  SSI  demonstration  projects. 
The  Social  Security  Disability  Amendments  of  1980  (P.L.  96-265)  authorize  the 
Secretary  to  waive  parts  of  title  XVI  to  carry  out  projects  likely  to  assist  in 
promoting  the  objectives  or  facilitate  the  administration  of  title  XVT. 

— Federal  fiscal  liability  (FPL)  represents  the  amount  of  money  we  owe  the  States 
due  to  Federal  errors  in  paying  supplemental  funds  to  SSI  recipients  on  behalf  of 
the  States.    Due  primarily  to  the  fact  that  fewer  settlements  have  been  completed 
in  FY  1981  than  previously  projected  for  all  periods  through  September  1979,  there 
was  a  substantial  unobligated  balance  of  prior  year  obligations  in  FY  1981  which 
has  been  carried  over  for  use  in  FY  1982. 

Even  though  SSA  is  projecting  a  reduction  in  the  SSI  payment  error  rate  to 
4.5  percent  in  FY  1983,  FPL  error  rates — which  represent  errors  that  SSA  makes  in 
SSI  supplementation  payments — have  been  increasing  in  States  with  complex 
supplementation  variations.    The  budget  assumes  these  supplementation  errors  will 
level  off;  but,  due  to  the  complexity  of  the  supplementation  variations,  we  do  not 
project  any  reduction  beyond  the  current  level. 

The  budget  also  assumes  waiver  linkage  between  SSI  PPL  and  AFDC  fiscal  sanctions. 
While  our  policy  is  to  propose  waivers  of  all  FFL  payments  to  States  that  also 
obtain  waivers  of  fiscal  sanctions  for  error  rates  in  excess  of  the  tolerance  levels 
mandated  in  the  AFDC  program,  we  do  not  project  budget  savings  from  this  policy 
because  the  FY  1982  and  FY  1983  AFDC  budgets  assume  the  imposition  of  sanctions. 

Revisions  to  the  FY  1982  Budget 

The  Social  Security  Administration  wants  to  bring  to  the  attention  of  the  Congress 
proposed  changes  to  the  FY  1982  budget  estimates  since  the  time  congressional 
decisions  were  made.    The  revisions  are  summarized  in  the  table  below: 
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 FY  1982  

Adjusted  Continuing  Revised 
Resolution  (P.L.  97-92)         Estimate  Change 


Federal  benefit 

payments                              $6,943,529,000  $6,971,000,000  +$27,471,000 

Federal  hold 

harmless  payments   21,600,000                 22,262,000  +662,000 

Beneficiary 

services   3,116,000                  3,116,000  — 

Payments  to  the 
trust  funds  for 
administrative 

expenses   767,832,000               764,880,000  -2,952,000 

Federal  fiscal 

liability   15,600,000                 15,600,000  — 


Subtotal,  adjusted 

budget  authority...  $7,751,677,000  $7,776,858,000  $25,181,000 
Financing 

adjustments     -25,181,000  -25,181,000 


Total,  budget 
authority 

(appropriation)   $7,751,677,000  $7,751,677,000 


Federal  Benefit  Payments  (+$27,471,000) 

The  increase  is  based  on  higher  than  anticipated  levels  of  recipients  in  the  blind 
and  disabled  categories  who  on  the  average  receive  higher  monthly  payments  than  aged 
recipients,  with  the  result  that  there  is  an  overall  higher  average  Federal  benefit 
payment. 

Federal  Hold  Harmless  Payments  (+$662,000) 

The  increase  in  Federal  hold  harmless  payments  reflects  the  current  estimate  of  the 
additional  budget  authority  required  for  this  activity  under  the  phase-out  proposal, 
under  which  60  percent  of  the  costs  under  the  prior  legislation  will  be  provided  in 
FY  1982. 


SSI  Administrative  Expenses  (-$2,952,000) 

The  decrease  in  FY  1982  budget  authority  for  use  in  FY  1982  reflects  the  drawdown  of 
$2,952,000  from  the  FY  1982  appropriation  in  order  to  cover  FY  1981  administrative 
expenses . 
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Regulatory  Activities 

Neither  the  Social  Security  Administration  nor  the  Office  of  Child  Support 
Enforcement  is  a  regulatory  agency.    SSA/OCSE  regulations  closely  parallel 
authorizing  statutes  and  do  not  impose  a  compliance  cost  on  the  private  sector  or, 
with  limited  exceptions,  on  the  States.    No  regulations  have  had  cost  impact  of  a 
significance  great  enough  to  require  regulatory  impact  analysis  under  Executive 
Order  12291,  which  is  intended  to  identify  Federal  regulations  with  large  compliance 
costs . 

In  a  broad  sense,  all  the  Agency's  employees  are  engaged  in  carrying  out  the  law  and 
regulations.    Approximately  95  positions  and  work-years  are  devoted  to  the  specific 
task  of  developing  and  promulgating  regulations  for  the  programs  which  SSA  and  OCSE 
administer. 
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Program  Accomplishments 


The  supplemental  security  income  program  provides  income  up  to  a  Federal  minimum 
level    for  the  needy  aged,  blind  and  disabled.    The  average  number  of  recipients  on 
the  rolls  during  the  past  4  fiscal  years  and  also  an  estimate  for  FY  1982  is  shown 
in  the  table  below.    This  table  includes  both  recipients  of  Federal  SSI  payments  and 
of  State  supplementation  payments  administered  by  the  Federal  Government. 

Average  SSI  Recipients 

 Fiscal  Year  (in  thousands)  


1978 

1979 

1980 

1981 

1982  est. 

1,744 

1,625 

1,584 

1,506 

1,448 

Blind  and  disabled.. 

2,038 

2,075 

2,116 

2,157 

2,206 

Total,  Federal.... 

3,782 

3,700 

3,700 

3,663 

3,654 

State 

464 

510 

460 

448 

472 

Total,  average 
SSI  recipients.... 

4,246 

4,210 

4,160 

4,111 

4,126 

The  following  table  details  the  amount  of  Federal  benefits  and  State  supplementation 
payments  administered  by  the  Federal  Government  (including  Federally-financed  State 
supplementation  for  refugees)  for  each  fiscal  year  from  FY  1978  to  FY  1981;  it  also 
includes  an  estimate  for  FY  1982. 

SSI  Payments 

 Fiscal  Year  ($  in  thousands)  


1978 


1979 


1980 


1981 


1982  est. 


Federal  benefit 

payments   $4,839,456     $5,173,739  $5,652,911    $6,396,035  $6,971,000 

State 

supplementation..  1,560,316       1,328,999  1,792,697     1,814,401  1,890,000 
Total,  SSI 

payments   $6,399,772     $6,502,738  $7,445,608    $8,210,436  $8,861,000 
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Federal  Benefit  Payments 
Authorizing  Legislation:    Sections  3.602,  1611,  and  1617  of  the  Social  Security  Act. 


Increase 

FY  1982  FY  1983  or 

Estimate  Estimate  Decrease 


Federal  Benefit  Payments: 

Budget  authority   $6,971,000,000     $7,985,000,000  +$1,014,000,000 


Purpose  and  Method  of  Operation 

The  SSI  program  was  established  to  ensure  needy  aged,  blind  and  disabled  individuals 
a  minimum  level  of  income  to  meet  their  basic  needs  through  Federally-administered 
monthly  cash  benefit  payments.    In  many  cases,  these  payments  will  supplement  income 
from  other  sources,  including  Social  Security  benefits.    The  budget  request  for 
FY  1983  includes  $7,985,000,000  for  payments  to  3,630,000  recipients  of  monthly 
Federal  payments.    In  FY  1981,  3,663,000  recipients  received  an  average  monthly 
Federal  payment  of  $151.68. 

Rationale  for  the  Budget  Request 

The  budget  estimates  for  the  Federal  benefit  payments  activity  include  savings  of 
$78  million  in  FY  1982  and  $256  million  in  FY  1983  resulting  from  proposed 
legislation.    The  proposed  legislation  would  make  the  following  changes  in  the 
program:    prorate  first  month's  benefit  based  upon  date  of  application;  round  SSI 
payment  standard  and  benefit  amount  to  next  lower  dollar;  determine  disability  on 
prognosis  of  at  least  24  months  duration;  ensure  that  definition  of  permanent 
disability  is  based  on  a  preponderance  of  medical  factors;  eliminate  $20  disregard 
for  new  recipients;  cross  program  recovery  of  SSI  overpayments  from  OASDI  benefit 
payments;  coordination  of  SSI  with  OASDI  cost-of-living  adjustment  under 
retrospective  budgeting. 

The  FY  1983  budget  request  ($7,985,000,000)  assumes  additional  authority 
(+$1,014,000,000)  will  be  needed  in  FY  1983  over  the  FY  1982  estimate 
($6,971,000,000)  to  fund  the  anticipated  increases  in  Federal  benefit  payments. 
This  increase  reflects  the  net  effect  of  a  variety  of  factors — the  dollar  impact  of 
each  is  identified  in  the  "Summary  of  Changes"  exhibit.    The  following  tables 
provide  additional  statistics  and  explanations  of  factors  which  affect  the  level  of 
Federal  benefit  payments  under  current  law. 

A.    Average  Monthly  Number  of  Recipients 


The  table  below  reflects  the  estimated  average  monthly  number  of  recipients  of 
Federal  SSI  payments: 
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Average  Monthly  SSI  Recipients 

FY  1982            FY  1983  Percent 

Estimate           Estimate  Change 

Aged                              1,448,000..  1,388,000..  -4.3% 

Blind  and  disabled...     2,206,0001/  2, 242, OOP17  +1.6% 

Total                       3,654,000  3,630,000  -0.7% 

1/    Includes  249,000  and  265,000  blind  and  disabled  children  respectively. 


A  significant  reason  for  the  increase  in  the  number  of  blind  and  disabled 
recipients  is  the  disproportionate  increase  in  the  blind  and  disabled  children 
population — the  adult  population  increases  at  a  proportionately  lower  rate.  The 
table  below  reflects  these  increases: 

Blind  and  Disabled  Child  Recipients  as  of  June  of  Each  Year 


Fiscal  Number  of  Annual  Increase 

Year  Recipients  Number  Percent 

1975    99,800  —  — 

1976    143,900  44,100  44.2% 

1977    162,100  18,200  12.6% 

1978    188,200  26,100  16.1% 

1979    206,000  17,800  9-5% 

1980    219,000  13,000  6.3% 

1981    230,000  11,000  5.0% 

1982  (estimate)...  249,000  19,000  8.3% 

1983  (estimate)...  265,000  16,000  6.4% 


B.    Maximum  Monthly  Federal  Benefit 

On  July  1,  1981,  the  maximum  monthly  Federal  benefit  payment  increased  by  11.2 
percent  due  to  the  cost-of-living  increase  for  the  previous  year.    Under  the 
automatic  cost-of-living  adjustment  provision,  we  project  subsequent  increases 
of  8.1  percent  on  July  1,  1982  and  6.5  percent  on  July  1,  1983.    The  maximum 
monthly  Federal  benefits  estimated  for  FY  1982  and  FY  1983  under  present  law 
are: 

FY  1982    FY  1983  

Last  3  Months  Last  3  Months 

First  9  (8.1%)  First  9  (6.5%) 

Months  Increase  Months  Increase 


Single  individual...  $264.70 
Couple   $397.00 


$286.20 
$429-20 


$286.20 
$429.20 


$304.90 
$457.10 
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Estimated  Average  Monthly  Payments 

Because  SSI  recipients  generally  have  some  other  monthly  income,  such  as  Social 
Security  benefits  or  private  pensions,  very  few  receive  the  maximum  Federal 
benefit  shown  in  the  preceding  table.    The  table  below  shows  average  monthly 
Federal  payments  to  SSI  recipients  during  FY  1982  and  FY  1983  under  current  law; 


Factors  Affecting  Average  Monthly  Payments 

1.  Automatic  Benefit  Increase 

The  SSI  automatic  cost-of-living  increases  granted  on  July  1  of  each  year 
raise  average  SSI  payments.    At  the  same  time,  concurrent  automatic 
increases  in  Social  Security  benefits,  which  raise  the  other  income  of  many 
SSI  recipients,  partially  offset  the  increase  in  average  SSI  payments.  The 
impact  of  such  increases  on  the  maximum  and  average  monthly  payments  are 
shown  in  paragraphs  B  and  C  above,  respectively. 

2.  Mix  of  Concurrent  Recipients 

Average  monthly  payments  are  significantly  lower  than  the  maximum  amount 
payable  under  the  law  primarily  because  roughly  half  of  the  SSI  recipient 
population  also  receive  title  II  benefit  payments.    This  percentage  is 
expected  to  remain  stable  ixi  FY  1983.    Over  two-thirds  of  the  SSI  aged  group 
and  one-third  of  the  SSI  blind  and  disabled  population  receive  concurrent 
payments.    Of  the  blind  and  disabled  concurrent  recipients,  60  percent 
receive  title  II  dependent  or  survivor  benefits  on  someone  else's 
account  and  40  percent  are  entitled  to  title  II  benefits  on  their 
own  account  number. 

3.  Mix  of  Converted  and  New  Recipients 

SSI  recipients  who  were  on  the  State  adult  assistance  rolls  prior  to  the  SSI 
program  were  grandfathered  into  the  SSI  program.    Experience  shows  that 
these  converted  recipients  receive  higher  payments  on  the  average  than  do 
those  who  have  come  onto  the  SSI  rolls  since  January  1974.    The  number  of 
converted  recipients  is  dropping  steadily,  due  primarily  to  death,  cessation 
of  disability  or  excess  Income  or  resources.    This  decline  is  illustrated, 
as  it  will  exist  under  current  law,  by  the  following  table: 


FY  1982 


FY  1983 


Aged  

Blind  and  disabled... 
All  SSI  recipients... 


$119.33 
193.10 
$163.87 


$138.48 
226.51 
$192.85 


SSI  Recipients  of  Federal  Benefits  (End-of-Year) 


Total 


Converted 


%  Converted 


FY  1981  estimated  actual.. 

FY  1982  estimate  

FY  1983  estimate  


3,670,000 
3,645,000 
3,623,000 


1,247,000 
1,166,000 
1,051,000 


34% 
32% 
29% 
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Mix  of  Aged  and  Blind  and  Disabled  Recipients 

Current  estimates  Indicate  that  the  blind  and  disabled  portion  of  the  total 
SSI  recipient  population  continues  to  increase  while  the  aged  portion 
continues  to  decline.    As  indicated  earlier  most  of  the  increase  is  for 
blind  and  disabled  children.    This  change  in  the  population  mix  is 
illustrated,  as  it  -will  exist  under  current  law,  in  the  following  table: 

SSI  Recipients  of  Federal  Benefits  (End-of-Year) 


FY  1981  estimated  actual. 

FY  1982  estimate  

FY  1983  estimate  


Total 


Aged 


3,670,000  1,482,000 
3,645,000  1,418,000 
3,623,000  1,363,000 


Blind 

%  of 

and 

B  &  D 

Disabled 

Total 

2,188  000 

60% 

2,227,000 

61% 

2,260,000 

62% 

As  previously  indicated,  the  blind  and  disabled  population  receives  a  larger 
average  monthly  benefit  than  the  aged  population.    This  occurs  because  blind 
and  disabled  recipients  generally  have  less  income  to  offset  SSI  benefits. 
As  the  proportion  of  blind  and  disabled  recipients  to  the  total  recipient 
population  increases,  the  overall  average  monthly  benefit  increases  and, 
therefore,  the  cost  of  the  SSI  program  also  increases. 

Initiatives  to  Improve  Payment  Accuracy 

SSA  is  continuing  its  extensive  efforts  to  improve  payment  accuracy  by 
locating  and  terminating  ineligible  recipients  and  correcting  benefits  being 
paid  incorrectly  to  eligible  beneficiaries.    Efforts  to  prevent,  detect  and 
resolve  overpayments  promptly  produced  significant  results;  and  further 
improvements  are  expected.    The  SSI  payment  error  rate  of  6.3  percent  in  the 
FY  1977  "base  period"  has  been  reduced  to  the  current  rate  of  5-3  percent 
for  the  6-month  period  ended  March  31,  1981.    SSA  is  projecting  a  further 
reduction  to  a  target  of  4.5  percent  in  1983.    These  improvements  will  occur 
by  continuing  past  efforts  coupled  with  the  following  new  efforts  recently 
initiated  or  planned: 

— Bank  Account  Verification  Interface  with  IRS  -  The  budget  estimates 
reflect  SSA's  plans  to  develop  a  fully  automated  procedure  in  which  the 
account  numbers  of  SSI  applicants  and  beneficiaries  would  be  provided  to 
IRS  in  order  to  obtain  IRS  data  which  will  identify  bank  accounts  of  SSI 
applicants  and  beneficiaries. 


-Red e t e rndjjat ions  -  SSA  plans  to  refine  the  "error-prone"  case  profiles  in 
the  SSI  redetermination  process  to  yield  a  higher  program  payoff.  A 
redetermination  is  a  review  of  conditions  for  SSI  eligibility  to  ensure 
that  the  recipient  Is  still  entitled  to  benefits  and  is  receiving  the 
correct  amount,    while  redeterminations  have  been  conducted  since  the 
advent  of  the  program,  the  profile  system  was  first  introduced  in  FY  1979- 
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Federal  Hold  Harmless  Payments 

Authorizing  Legislation:    Section  401  of  the  Social  Security  Amendments  of  1972 
(P.L.  92-603),  as  amended. 


Increase 

FY  1982  FY  1983  or 

Estimate  Estimate  Decrease 


Federal  Hold 
Harmless  Payments: 

Budget  authority   $22,262,000  $15,300,000  -$6,962,000 

(Obligations)   ($23,000,000)       ($15,300,000)  (-$7,700,000) 


Purpose  and  Method  of  Operation 

Only  States  which  opt  for  Federal  administration  of  State  SSI  supplementation  can, 
under  present  law,  benefit  from  "hold  harmless"  protection.    Thus,  there  are  two 
advantages  to  States  which  elect  Federal  administration  of  their  optional  and 
mandatory  supplementation  programs.    First,  the  Federal  Government  bears  the  cost  of 
administration.    Second,  under  the  hold  harmless  provisions,  the  State  is  protected 
from  paying  out  of  State  funds  any  more  than  its  calendar  year  1972  assistance 
expenditures  for  the  aged,  blind  and  disabled  because  of  overall  growth  in  the 
recipient  population.    However,  a  State  may  choose  to  exceed  its  calendar  year  1972 
expenditures  by  the  optional  supplementation  levels  it  sets.    In  doing  so,  the  State 
must  bear  any  excess  costs. 

P.L.  9^-585,  enacted  October  21,  1976,  provided  that  increases  in  the  Federal  SSI 
benefit  would  be  disregarded  in  computing  protected  payments  to  be  credited  toward 
reaching  hold  harmless.    Under  prior  law,  increases  in  Federal  SSI  payments  reduced 
the  protected  portion  of  a  State's  supplementation  payments,  therefore  reducing  hold 
harmless  payments.    The  change  in  the  law  effectively  froze  the  level  of  protected 
payments  in  the  three  States  (Hawaii,  Massachusetts  and  Wisconsin)  which  still 
qualified  for  hold  harmless  protection  as  of  the  effective  date  of  the  provision 
(applicable  to  benefit  increases  after  June  30,  1977),  thus  perpetuating  their  hold 
harmless  protection. 

Rationale  for  the  Budget  Request 

The  Administration  is  continuing  the  phase-out  of  hold  harmless  payments  through 
changes  in  the  SSI  appropriation  language.    The  phase-out  is  based  on  60  percent  of 
the  costs  under  the  current  legislation  in  FY  1982,  40  percent  of  such  costs  in 
FY  1983,  20  percent  of  these  costs  in  FY  1984  and  the  complete  phase-out  of  the 
program  in  FY  1985.    We  also  have  proposed  legislation  that  would  incorporate  the 
phase-out  into  the  statute.    We  anticipate  that  Massachusetts  will  no  longer  qualify 
for  hold  harmless  payments  after  FY  1981.    The  following  table  illustrates  the 
distribution  of  hold  harmless  payments: 
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Hold  Harmless  Payments  by  State 
($  In  thousands) 


FY  1981 

FY  1980  Estimated  FY  1982  FY  1983 

Actual  Actual  Estimate  Estimate 

Wisconsin                              $36,178  $38,000  $22,954  $15,269 

Massachusetts                           3,075  165  —  — 

Hawaii                                          59  85  46  ^  31 

Total                              $39,312  $38,250  $23,000  $15,300 


It  should  be  noted  that  the  estimated  obligations  for  FY  1982  ($23,000,000)  exceed 
the  new  budget  authority  needed  for  FY  1982  ($22,262,000)  due  to  an  unobligated 
balance  at  the  close  of  FY  1981  ($738,000)  that  was  carried  over  for  use  in  the  hold 
harmless  activity. 
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Beneficiary  Services 

Authorizing  Legislation:    Sections  1611(e)(3)(A)  and  1615(d)  of  the  Social  Security 
Act. 


Increase 

FY  1982 

FY  1983 

or 

Estimate 

Estimate 

Decrease 

Beneficiary  Services: 

Budget  authority   $3,116,000 

$4,616,000 

+$1,500,000 

Purpose  and  Method  of  Operation 

Funds  requested  for  this  activity  are  for  two  purposes: 


1.  Vocational  Rehabilitation  (VR) — to  provide  reimbursement  to  vocational 
rehabilitaton  providers  for  reasonable  and  necessary  costs  of  services  which 
enable  disabled  SSI  recipients  to  perform  substaintial  gainful  activity  (SGA)  for 
a  continuous  period  of  at  least  9  months;  and 

2.  Drug  Addicts  and  Alcoholics — to  monitor  the  treatment  of  certain  disabled  SSI 
recipients  who  are  drug  addicts  or  alcoholics  (section  1611(e)(3)(B)  of  the 
Social  Security  Act). 

The  objective  of  vocational  rehabilitation  for  SSI  recipients  is  to  help  disabled 
individuals  return  to  productive,  self-supporting  work  activity. •  Beginning  in 
FY  1982,  a  substantial  change  is  being  implemented.    As  a  result  of  the  Omnibus 
Budget  Reconciliation  Act  of  1981  (P.L.  97-35),  SSA  will  now  provide  funds  only  to 
reimburse  VR  agencies  for  costs  incurred  in  successfully  rehabilitating  SSI 
recipients.    A  successful  rehabilitation  is  defined  by  law  as  one  in  which 
vocational  rehabilitation  services  result  in  performance  of  substantial  gainful 
activity  (SGA)  for  a  continuous  period  of  9  months. 

Disabled  SSI  recipients  who  medically  are  determined  to  be  drug  addicts  or 
alcoholics  and  whose  drug  addiction  or  alcoholism  contributes  to  their  disability 
condition  must  undergo  appropriate  treatment  for  their  conditions  at  an  approved 
facility.    State  agencies,  or  other  governmental  agencies,  under  contracts  with  the 
Secretary  refer  drug  addicts  or  alcoholics  to  approved  treatment  facilities,  monitor 
their  treatment,  and  report  noncompliance  and  successful  treatment  to  the  Social 
Security  Administration.    The  States  are  reimbursed  for  the  costs  of  the  services 
they  provide.    SSA  transfers  funds  to  the  Rehabilitation  Services  Administration 
(RSA)  which  in  turn  allocates  them  to  the  States.    SSA  is  also  responsible  for 
negotiating  agreements  with  the  governmental  agencies  in  California,  Maryland, 
Montana,  New  York,  Washington  and  Pennsylvania  to  monitor  the  treatment  of  drug 
addicts  and  alcoholics. 

The  provision  of  medical,  developmental,  rehabilitative  and  social  services  to 
disabled  SSI  child  recipients  under  age  16,  previously  funded  from  the  SSI 
appropriation  in  the  beneficiary  services  activity,  are  not  included  in  the  FY  1983 
SSI  budget  request.    Legislation  which  authorizes  these  services  was  enacted  during 
FY  1980,  and  $30  million  included  in  SSA's  FY  1981  appropriation  was  transferred  to 
the  Public  Health  Service  for  those  purposes.    Beginning  in  FY  1982,  the  Public 
Health  Service  budgeted  for  these  funds  in  its  appropriation  request. 
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Rationale  for  the  Budget  Request 

1.  Vocational  Rehabilitation  (VR)  Services  to  Disabled  SSI  Recipients  ($3,000,000) 

As  a  result  of  P.L.  97-35,  we  anticipate  that  this  program  will  be  funded  at  a 
greatly  reduced  level  in  FY  1982  and  FY  1983 .    It  will  now  provide  reimbursement 
for  services  for  only  those  beneficiaries  who  complete  9  continuous  months  of 
substantial  gainful  activity  (SGA),  and  whose  performance  of  SGA  is  attributable 
to  vocational  rehabilitation  services.    It  is  anticipated  that  State  vocational 
rehabilitation  agencies  will  take  on  fewer  difficult  cases  because  of  the  more 
restrictive  definition  of  success,  and  the  likelihood  of  reimbursement  will  be 
less  certain.    However,  if  the  number  of  successful  rehabilitations  should  prove 
higher  than  anticipated,  we  will  request  a  reprogramming  of  funds  from  other 
activities  if  they  are  available  or  request  additional  funds. 

2.  Monitoring  the  Treatment  of  Drug  Addicts  and  Alcoholics  ($1,616,000) 

In  FY  1983  SSA  is  requesting  the  same  level  of  funding  as  FY  1982.  Cost 
estimates  follow: 


FY  1982 


FY  1983 


Change 


Drug  addicts  or  alcoholics 

monitored  

Average  cost  per  recipient... 


3,813 
$424 
$1,616,000 


3,995 
$405 
$1,616,000 


+182 
-$19 


Total 


93-481    0—82  47 
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Payments  to  the  Trust  Rands  for  Administrative  Costs 
Authorizing  Legislation:    Sections  201(g)(1)  and  1633  of  the  Social  Security  Act. 


FY  1982 
Estimate 

FY  1983 
Estimate 

Increase 

or 
Decrease 

Payments  to  the  Trust  Funds 
for  Administrative  Costs: 

$764,880,000 

$863,709,000 

+$98,829,000 

Purpose  and  Method  of  Operation 


The  Social  Security  Administration  is  responsible  for  administering  the  supplemental 
security  income  program.    The  program's  administrative  expenses  are  Identified  and 
explained  in  the  justification  for  Limitation  on  Adrninistrative  Expenses. 

Section  201(g)(1)  of  the  Social  Security  Act  provides  that  administrative  expenses 
for  the  supplemental  security  income  program,  including  Federal  administration  of 
State  supplementation  payments,  may  be  financed  from  the  Social  Security  trust  funds 
with  reimbursement,  including  any  interest  lost,  to  the  trust  funds  from  general 
revenues.    Administrative  expenses  of  the  SSI  program  are  drawn  from  the  trust  funds 
and  general  funds  concurrently  on  an  estimated  basis  during  the  fiscal  year. 
Throughout  the  year  SSA  adjusts  the  amounts  drawn  based  on  cost  determinations  made 
through  a  cost  allocation  process  which  uses  data  from  SSA  work  measurement  systems 
and  general  overhead  allocation  methods.    After  the  close  of  the  year,  a  final 
accounting  settlement  is  made,  including  any  necessary  interest  ad justments .  In 
FY  1983  this  activity  funds  administrative  costs  for  the  budget  year  (FY  1983),  plus 
any  adjustments  for  costs  of  the  prior  year  which  result  from  the  final  settlement. 

Tne  use  of  trust  funds  for  SSI  administrative  expenses  is  primarily  for 
administrative  convenience  and  efficiency.    The  legislative  history  of  the  1972 
amendments  indicates  a  desire  to  obtain  economy  of  administration  by  giving  the 
Social  Security  Administration  the  responsibility  for  the  SSI  program  because  of  its 
existing  district  office  network,  administrative  and  ADP  facilities.  The 
integration  of  the  administration  of  these  programs  made  it  necessary  to  permit 
funding  from  one  source  and  reimbursement  to  the  trust  funds  based  on  a  cost 
analysis  of  the  respective  expenses  of  the  SSI  and  Social  Security  insurance 
programs.    This  appropriation  includes  $863,709,000  for  payments  to  the  trust  funds 
in  FY  1983  for  administration  of  the  SSI  program. 

The  appropriation  request  for  administrative  costs  in  FY  1982  is  $767,832,000, 
including  $2,952,000  drawn  down  from  the  FY  1982  appropriation  to  cover  FY  1981 
administrative  expenses.    The  budget  authority  required  for  FY  1982  therefore 
excludes  the  $2,952,000  drawdown. 
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federal  Fiscal  Liability 

Authorizing  Legislation:    Title  XVI  of  the  Social  Security  Act,  as  interpreted,  and 
section  405  of  P.L.  95-216. 


Increase 

FY  1982  FY  1983  or 

Estimate  Estimate  Decrease 


Federal  Fiscal  Liability: 

Budget  authority   $15,600,000  $20,737,000  +$5,137,000 

(Obligations)   ($45,551,000)  ($27,220,000)  (-$18,331,000) 


Purpose  and  Method  of  Operation 

At  present,  26  States  and  the  District  of  Columbia  elect  to  have  the  Federal 
Government  administer  their  supplementation  payments.    The  requested  funds  are  used 
to  reimburse  the  States  for  State  supplementation  funds  incorrectly  paid  by  the 
Federal  Government  as  a  result  of  Federal  errors  only — not  for  incorrect  payments 
which  resulted  from  faulty  information  about  recipients  provided  by  States  during 
conversion  from  the  State-administered  adult  assistance  programs  to  the  SSI  program. 

Section  405  of  the  Social  Security  Amendments  of  1977  (P.L.  95-216)  expands  Federal 
fiscal  liability  (PEL).    It  directs  the  Secretary  of  Health  and  Human  Services  to 
reimburse  States  for  erroneous  State-administered  supplementation  payments  made 
during  calendar  year  1974  as  a  result  of  incorrect  information  furnished  by  the 
Secretary  or  incorrect  Federal  SSI  benefit  payments. 

Revised  regulations  on  FFL  tolerances  for  SSI,  effective  March  7,  1979,  provided 
that  States  will  be  reimbursed  funds  for  incorrect  State  supplementation  payments 
made  by  the  Federal  Government  in  excess  of  a  4  percent  error  tolerance  beginning 
October  1,  1979. 

Modifications  to  current  agreements  are  in  the  final  stages  of  negotiation  with  the 
State's  representatives.    A  waiver  linkage  policy  is  the  last  major  issue  under 
negotiation.    Under  this  policy,  the  Federal  Government  would  waive  FPL  payments  to 
States  that  also  obtain  waivers  of  fiscal  sanctions  for  error  rates  in  excess  of  the 
tolerance  levels  mandated  in  their  APDC/Medicaid  programs.    This  change  would 
directly  link  the  actual  payments  of  FFL  to  the  Department's  waiver  policy  in  AFDC 
and  Medicaid  beginning  in  FY  1982.    However,  our  budget  now  assumes  that  no  State 
will  seek  or  be  granted  a  waiver  of  an  AFDC  fiscal  sanction. 

Rationale  for  the  Budget  Request 

The  estimates  of  Federal  fiscal  liability  presented  in  this  document  are  largely 
dependent  on  two  factors:    FFL  error  rates  as  established  by  the  quality  assurance 
system  for  current  periods  and  achieving  negotiated  settlements  with  States  over 
disputed  periods.    The  budget  assumes  all  outstanding  FFL  for  all  periods  through 
September  1981  will  be  settled  in  FY  1982.    Beginning  in  FY  1983,  only  FFL  for  the 
two  most  recent  6-month  periods  will  be  settled. 
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Even  though  SSA  is  projecting  a  reduction  in  the  SSI  payment  error  rate  to  4  percent 
in  FY  1984,  PPL  error  rates — which  represent  errors  that  SSA  makes  in  the  SSI 
supplementation  payments-have  been  Increasing  in  large  States  with  complex 
supplementation  variations.    The  budget  assumes  these  supplementation  errors  will 
level  off;  however,  due  to  the  complexity  of  the  supplementation  variations,  we  do 
not  project  any  significant  reductions. 

SSA's  FY  1983  budget  assumes  treatment  of  SSI  FPL  budget  authority  as  no-year  funds; 
this  approach  is  consistent  with  that  taken  In  the  FY  1982  budget.    SSA  will  carry 
over  any  unobligated  balances  of  FPL  budget  authority,  and  these  balances  will 
remain  available  until  expended  exclusively  on  FFL.    This  policy  has  been  adopted 
because  experience  has  shown  that  the  timing  of  FFL  settlements  are  difficult  to 
predict  since  they  are  dependent  upon  negotiated  settlements  with  States.    In  the 
past,  appropriation  requests  for  FFL  have  been  repeatedly  under-realized  because 
settlements  do  not  materialize.    Treating  FFL  budget  authority  as  exclusive  no-year 
funds  not  available   or  other  budget  activities  (the  SSI  appropriation  language 
includes  no-year  language  for  the  entire  account)  will  allow  funds  appropriated  for 
FFL  to  remain  available  until  settlements  occur.    The  effect  of  this  budget  policy 
is  illustrated  in  the  table  below: 


Estimated  Federal  Fiscal  Liability 
($  In  thousands) 


FY  1982  FY  1983 

Estimate  Estimate 

Budget  authority   $15,600  $20,737 


Unobligated  balance,  start 

of  year   +36,434  +6,483 

Unobligated  balance,  end  of  year...  -6,483  -0- 


Total,  obligations   $45,551  $27,220 

The  FY  1983  estimate  of  obligations  ($27,220,000)  is  $18,331,000  less  than  the 
FY  1982  estimate  ($45,551,000).    The  budget  assumes  all  outstanding  FPL  for  all 
periods  through  September  1981  will  be  settled  in  FY  1982.    Beginning  in  FY  1983, 
only  FPL  for  the  two  most  recent  6-month  periods  will  be  settled,  as  shown  in  the 
following  table: 


Estimated  FFL  Obligations 
($  in  thousands) 

Anticipated  Settlement 

FY  1982  FY  1983 

Fiscal  Period                                         Estimate  Estimate 

January  1974  -  September  1981                    $45,551  $  — 

October  1981  -  September  1982     27,220 


Total,  obligations 


$45,551 


$27,220 
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Demonstration  Projects  71 

Authorizing  Legislation:    Section  505(b)  of  the  Social  Security  Disability  Amendments  of 
1980  (P.L.  96-265). 


Increase 

FY  1982 

FY  1983 

or 

Estimate 

Estimate 

Decrease 

Demonstration  Projects: 

$2,000,000 

+$2,000,000 

Purpose  and  Method  of  Operation 

The  Social  Security  Disability  Amendments  of  1980  (P.L.  96-265)  authorize  waiver  of 
certain  provisions  of  the  Social  Security  Act  in  order  to  conduct  demonstration 
projects  likely  to  assist  in  promoting  the  objectives  or  facilitate  the 
administration  of  the  SSI  program.    Three  SSI  demonstrations  are  now  tentatively 
being  planned  for  FY  1983: 

— A  project  to  evaluate  monthly  reporting  and  other  factors  critical  to  computing 
SSI  benefits  on  a  monthly  basis.    The  project  would  test  various  combinations  of 
alternative  accounting  and  reporting  requirements  and  gather  detailed  information 
on  administrative  costs,  accuracy  of  payments,  and  effects  on  recipients  and 
eligible  non-participants. 

— A  project  to  ascertain  the  feasibility  of  treating  alcoholics  and  drug  addicts  to 
prevent  the  onset  of  irreversible  medical  conditions  which  may  result  in  permanent 
disability. 

— A  project  to  demonstrate  whether  mentally  retarded  recipients  can  make  a 

transition  to  work  by  being  supported  with  a  variety  of  services  which  would  be 
reduced  gradually  as  the  Individuals  gain  self-confidence  and  ability. 

Rationale  for  the  Budget  Request 

1.  Reporting  Requirements 

Tne  demonstration  project  would  provide  data  to  help  determine  if  changes  in 
(either  or  both)  the  period  on  which  benefits  are  based  and  the  requirements  for 
recipient  reporting  could  produce  more  accurate  payments,  thus  saving  benefit 
dollars. 

2.  Alcoholic  and  Drug  Addict  Treatment 

The  demonstration  project  will  provide  the  information  needed  to  properly 
evaluate  current  alcoholic  and  drug  addiction  programs.    Funding  for  the 
remainder  of  the  project  would  be  provided  in  FY  1984  if  the  results  from  the 
first  phase  funded  in  FY  1983  indicate  that  it  would  pay  to  continue. 

3.  Supported  Work 


The  project  will  determine  if  supported  work  for  mentally  retarded  SSI 
recipients  will  encourage  them  to  become  self-sufficient,  thereby  saving  benefit 
dollars . 
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SOCIAL  SECURITY  ADMINISTRATION 
Assistance  Payments  Program 


For  carrying  out,  except  as  otherwise  provided,  titles  I,  IV -a  and  D— /  (except 
for  costs  incurred  after  September  30,   1982  under  sections  403(a)(3),  403(a)(5)  and 
406(e))  U ,  titles  X,  XI,  XIV,  and  XVI  of  the  Social  Security  Act  and  the  Act  of 
July  5,  I960  (24  U.S.C.,  Ch.   9),   [$7,412,284,000]  $4,518,635,000  (in  addition  to  the 
$1,787 ,341,000  previously  appropriated)  — / ,  to  remain  available  until  expended. 

For  making,  after  May  31  of  the  current  fiscal  year,  payments  to  States  under 
titles  I,  IV-A  and  D  — /  (except  for  costs  incurred  after  September  30,   1982  under 
sections  403(a)(3),  403(a)(5)  and  406(e))  4/-,  titles  X,  XIV,  and  XVI  of  the  Social 
Security  Act  for  the  last  three  months  of  the  current  fiscal  year  for  unanticipated 
costs,  incurred  for  the  current  fiscal  year—/,  not  to  exceed  $1,000,000,000,  the 
obligations  and  expenditures  to  be  charged  to  the  subsequent  appropriations  therefor 
for  the  current  fiscal  year. 

For  making  payments  to  States  under  titles  I,  IV -A,  and  D—^  (except  for  costs 
incurred  after  September  30,  1982  under  sections  403(a)(3),  403(a)(5)  and 
406(e) y^/ ,  X,  XTV,  and  XVI  of  the  Social  Security  Act  for  the  first  quarter  of 
fiscal  year  [1983]  1984  2J ,  [$1,787,341,000]  $1,327 ,203 ,000 ,  to  remain  available 
until  expended. 

The  exceptions  above  for  section  403(a)(3)  shall  not  apply  for  Puerto  Rico, 
Guam,  and  the  Virgin  Islands 

(Legislative  action  required)  —  • 
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Explanation  of  Language  Changes 

NOTE:    The  major  changes  in  the  FY  1983  appropriation  language  involve  the  transfer 
of  the  State  and  local  administration  and  training  activities  (except  in 
Puerto  Rico,  Guam  and  the  Virgin  Islands)  to  the  Combined  Welfare 
Administration  account  and  the  transfer  of  the  emergency  assistance 
activities  to  the  new  Energy  and  Emergency  Assistance  program.    Both  of  these 
changes  are  effective  October  1,  1982  and  apply  to  State  costs  incurred  after 
September  30,  1982.    In  addition,  beginning  with  FY  1983,  a  separate 
appropriation  has  been  proposed  for  State  and  local  administration,  research 
and  evaluation  and  Federal  administration  of  the  Child  Support  Enforcement 
program.    Child  Support  collections  will  be  retained  in  the  Assistance 
Payments  program  as  an  offset  to  AFDC  benefit  payments. 

1/   References  to  Parts  A  and  D  of  title  IV  have  been  included  to  clarify  which 
activities  within  title  IV  are  funded  from  this  account.    Beginning  with 
FY  1983,  a  separate  Child  Support  Enforcement  appropriation  has  been 
requested.    That  appropriation  will  fund  the  State  and  local  administration, 
research  and  evaluation,  and  Federal  administration  of  the  child  support 
program.    Child  Support  collections  will  be  retained  in  the  Assistance  Payments 
program  as  an  offset  to  AFDC  benefit  payments. 

— ^   Beginning  with  FY  1983,  no  funds  are  budgeted  for  costs  incurred  by  the  States 
after  September  30,  1982  for:    1)  State  and  local  administration  and  training  in 
the  50  States  and  the  District  of  Columbia  (section  403(a)(3)  of  the  Social 
Security  Act).    The  funding  for  State  and  local  administration  and  training  for 
costs  incurred  after  September  30,  1982  are  being  transferred  to  the  new 
Combined  Welfare  Administration  account  effective  October  1,  1982.  The 
authorization  for  the  funding  of  these  costs  will  continue  to  be  section 
403(a)(3)  of  the  Social  Security  Act.    2)    The  Emergency  Assistance,  section 
403(a)(5)  and  406(e)  of  the  Social  Security  Act.    The  Emergency  Assistance 
activities  will  be  combined  with  the  Low  Income  Home  Energy  Assistance  program 
activities  in  the  new  Energy  and  Emergency  Assistance  program  effective 
October  1,  1982.    The  authorization  will  continue  to  be  sections  403(a)(5)  and 
406(e)  of  the  Social  Security  Act. 

1/   The  total  FY  1983  appropriation  for  this  account  is  $6,305,976,000.    The  total 
appropriation  is  the  sum  of  the  regular  appropriation  requested  at  this  time 
($4,518,635,000)  and  the  advance  appropriation  previously  enacted 
($1,787,341,000). 

il/   The  use  of  funds  "borrowed"  from  the  subsequent  year  for  use  in  the  budget  year 
is  restricted  by  excluding  funding  for  costs  incurred  by  the  States  after 
September  30,  1982  for  State  and  local  administration  and  training  and  emergency 
assistance  costs.    This  restriction  is  necessary  because  of  the  Administration's 
proposals  to  transfer  these  activities  to  other  accounts  effective  October  1, 
1982  (as  referred  to  in  the  note  above). 

5/    This  phrase  was  inserted  to  clarify  that  the  funds  "borrowed"  from  the 

subsequent  year  for  use  in  the  budget  year  are  available  only  for  costs  Incurred 
for  the  budget  year. 

§/    The  use  of  funds  in  the  advance  appropriation  for  the  first  quarter  of  FY  1984 
is  restricted  by  excluding  funding  for  costs  incurred  by  the  States  after 
September  30,  1982  for  State  and  local  administration  and  training  and  emergency 
assistance  costs.    This  restriction  is  necessary  because  of  the  Administration's 
proposals  to  transfer  these  activities  to  other  accounts  effective  October  1, 
1982  (as  referred  to  in  the  note  above). 
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The  fiscal  year  1984  replaces  1983  In  the  advance  appropriation  language. 

This  language  was  inserted  to  provide  an  exception  for  Puerto  Rico,  Guam  and  the 
Virgin  Islands  from  the  transfer  of  State  and  local  administration  and  training 
to  the  combined  welfare  administration  account.    The  funding  for  these 
activities  in  the  jurisdictions  will  be  retained  in  the  Assistance  Payments 
program. 

This  language  was  inserted  to  indicate  that  the  FY  1983  appropriation  and 
FY  1984  advance  appropriation  requests  include  savings  from  proposed 
legislation.    If  this  legislation  is  not  enacted,  additional  funding  will  be 
required.    The  table  below  demonstrates  the  funding  requested  under  proposed 
legislation,  the  amount  of  savings  for  proposed  legislation  included  in  the 
request  and  the  funding  required  if  the  legislation  is  not  enacted. 


Appropriation 

FY  1983  (Regular)* 


Appropriation 
Request  Under 
Present  Law 


Proposed 
Legislation 
Savings 


Appropriation 
Request  Including 
Proposed  Legislation 


$5,874,835,000 


-$1,356,200,000 


$4,518,635,000 


FY  1984  (Advance) 


$1,583,386,000 


-$256,183,000 


$1,327,203,000 


*The  President's  FY  1983  regular  appropriation  request  includes  $929,659,000 
under  present  law  less  $201,000,000  in  savings  from  proposed  law  for  funds  to 
be  drawn  down  from  FY  1983  to  fund  the  anticipated  FY  1982  shortfall. 
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Language  Analysis 


Language  Provision 

Explanation 

"For  carrying  out,  except  as  otherwise 
provided,  titles  I,  IV-a  and  d 
(except  for  costs  incurred  after 
September  30,  1982  under 
sections  403(a)(3),  403(a)(5)  and 
406(e)),..." 

This  language  has  been  added  to 
reflect  the  following: 

(1)  Beginning  with  fiscal  year  1983,  a 
separate  Child  Support  Enforcement 
appropriation  has  been 
requested.    The  references  to 
Parts  A  and  D  of  title  IV  have 
been  inserted  to  indicate  that 
Child  Support  collections  (Part  D) 
will  be  retained  in  this  account 
as  an  offset  to  AFDC  benefits 
(Part  A). 

(2)  Beginning  with  State  costs 
incurred  after  September  30,  1982, 
this  account  will  no  longer  fund 
the  following  activities: 

(a)  State  and  local  administration 
and  training  in  the  50  States 
and  the  District  of  Columbia 
(section  403(a)(3)).  These 
activities  are  being  trans- 
ferred to  the  new  Combined 
Welfare  Administration  account 
effective  with. October  1, 
1982. 

(b)  Emergency  Assistance  (sections 
403(a)(5)  and  406(e)).  These 
activities  are  being  combined 
with  the  Low  Income  Home 
Energy  Assistance  program 
activities  in  the  new  Energy 
and  Emergency  Assistance 
program  effective  October  1, 
1982. 

" ...$4,518,635,000  (in  addition  to 
the  $1,787,341,000  previously 
appropriated ) . .." 

This  language  has  been  inserted  to 
reflect  the  totality  of  appropriated 
funds  for  the  budget  year. 
Beginning  with  fiscal  year  1983, 
appropriated  funds  will  be  a 
combination  of  an  advance 
appropriation  for  the  first  quarter 
of  each  fiscal  year  (enacted 
concurrently  with  the  prior  year 
regular  appropriation)  and  a  regular 
appropriation  for  the  remaining 
funding  for  the  budget  year. 

"...to  remain  available  until 
expended . " 

This  language  was  Inserted  by  the 
Congress  to  provide  authority 
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Language  Provision 

Explanation 

to  use  funds  appropriated  but  not 
obligated  in  one  fiscal  year  for 
obligations  and  expenditures  in  a 
subsequent  year. 

"For  making,  after  May  31  of  the 
current  fiscal  year,  payments  to 
States  under  titles  I,  TV-a  and  d 
(except  for  costs  incurred  after 
September  30,  1982  under  sections 
403(a)(3),  403(a)(5)  and  406(e)), 
titles  X,  XXV,  and  XVI  of  the  Social 
Security  Act  for  the  last 
three  months  of  the  current  fiscal 
year  for  unanticipated  costs, 
incurred  for  the  current  fiscal 
year,  not  to  exceed  $1,000,000,000, 
the  obligations  and  the  expenditures 
to  be  charged  to  the  subsequent 
appropriations  therefor  for  the 
current  fiscal  year." 

Provides  that: 

(1)  costs  for  the  last  three  months  of 
fiscal  year  1983  may  be  financed, 
if  necessary,  from  funds  of  the 
next  fiscal  year.    This  safeguards 
recipients  under  the  Assistance 
Payments  program.    If  the 
appropriation  estimates  for  fiscal 
year  1983  prove  to  be  too  low, 
grants  to  States  would  continue 
without  interruption. 

(2)  Tne  use  of  funds  "borrowed"  from 
the  next  fiscal  year  is  restricted 
by  excluding  funding  of  State  and 
local  administration  activities  in 
the  50  States  and  the  District  of 
Columbia  and  Emergency  Assistance 
activities,  for  costs  incurred  by 
the  States  after  September  30, 
1982. 

( 3 )  The  new  language  is  intended  to 
restrict  borrowing  from  the  next 
fiscal  year  only  to  costs  incurred 
for  the  budget  year. 

(4)  Tne  funds  financed  from  the  next 
fiscal  year  for  higher  than 
budgeted  costs  in  fiscal  year  1983 
may  not  exceed  $1,000,000,000. 

"For  making  payments  to  States  under 
titles  I,  UJ-a,  and  D  (except  for 
costs  incurred  after  September  30, 
1982  under  sections  403(a)(3), 
403(a)(5)  and  406(e)),  X,  XIV,  and  XVI 
of  the  Social  Security  Act  for  the 
first  quarter  of  fiscal  year  1984..." 

Provides  that: 

(1)  Funds  for  the  first  quarter  grant 
awards  of  fiscal  year  1984  will  be 
appropriated  on  an  advance 
basis.    This  advance  appropriation 
eliminates  the  need  for 
"borrowing"  funds  from  fiscal  year 
1984  for  making  advance  grant 
awards  for  the  first  quarter  of 
fiscal  year  1984. 

(2)  The  use  of  funds  in  the  fiscal 
year  1984  advance  appropriation  is 
restricted  by  excluding  funding  of 
State  and  local  administration  and 
training  activities  in  the  50 
States  and  the  District  of 
Columbia  and  Emergency  Assistance 
activities,  for  costs  incurred  by 
the  States  after  September  30, 
1982. 
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Language  Provision 

EJtp  J-CU  Id  L  J.  VI  t 

"The  exceptions  above  for 

section  403(a)(3)  shall  not  apply  for 

Puerto  Rico,  Guam,  and  the  Virgin 

Islands." 

This  language  was  Inserted  to  allow 
the  administrative  and  training  costs 
for  the  three  jurisdictions  to  remain 
in  this  account  and  not  be  transferred 
to  the  Combined  Welfare  Administration 
account. 
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Maintenance  Assistance 


Federal  Share  of  Expenditures,  FY  1981 


Aid  to 

Families  With 

State 

State  and 

States  and 

Dependent 

Emergency 

and  Local 

Local 

Other  Areas 

Children 

Assistance 

AoMnistration 

Training 

Total 

Alabama 

$55,257,000 

$  — 

$7,469,000 

$197,000 

$62,923,000 

Alaska 

17,164,000 

— 

1,914,000 

52,000 

19,130,000 

Arizona 

18,221,000 

—     .  . 

4,705,000 

82,000 
65,000 

23,008,000 

Arkansas 

37,208,000 

31,000 

3,205,000 

40,509,000 

California  1,271,839,000 

— 

144,052,000 

7,969,000 

1,423,860,00 

Colorado 

47,082,000 

— 

5,327,000 

59,000 

52,468,000 

Connecticut 

102,611,000 
16,035,000 

1,154,000 

6,730,000 

276,000 

110,771,000 

Delaware 

123,000 

1,469,000 

36,000 

17,663,000 

Dist.  of  Col. 

44,363,000 

996,000 

6,010,000 

— 

51,369,000 

Florida 

208,054,000 

— 

35,200,000 

491,000 

243,745,000 

Georgia 

121,395,000 

14,029,JQ0 

1,025,000 
 — 

136,449,000 

Guam 

2,331,000 

2,331,000 

Hawaii 

46,620,000 



2,981,000 

38,000 

49,639,000 

Idaho 

14,482,000 

2,258,000 

276,000 

17,016,000 

Illinois 

395,042,000 

324,000 

43,516,000 

334,000 

439,216,000 

Indiana 

83,267,000 

—— 

10,550,000 

15,000 

93,832,000 

Iowa 

90,742,000 

— 

6,450,000 

125,000 

97,317,000 

Kansas 

47,251,000 

533,000 

4,593,000 

218,000 

52,595,000 

Kentucky 

99,673,000 

1,121,000 

9,649,000 

477,000 

110,920,000 

Louisiana 

89,793,000 

— 

12,618,000 

145,000 

102,556,000 

Maine 

40,439,000 

— 

2,211,000 
7,787,000 

51,000 

42,701,000 

Maryland 

113,243,000 

1,672,000 

240,000 

122,942,000 

Massachusetts 

275,871,000 

3,482,000 

25,253,000 

3,010,000 
760,000 

307,616,000 

Michigan 

573,623,000 

8,911,000 
1,857,000 

62,152,000 

645,446,000 

Minnesota 

134,889,000 

11,212,000 
3,484,000 

183,000 

148,141,000 

Mississippi 

48,172,000 

— 

132,000 

51,788,000 

Missouri 

110,670,000 

104,000 
33,000 

13,484,000 

379,000 

124,637,000 

Montana 

12,222,000 

1,435,000 

218,000 

13,908,000 

Nebraska 

27,011,000 
6,195,000 

168,000 

3,260,000 

54,000 

30,493,000 

Nevada 

— 

1,672,000 

4,000 

7,871,000 

New  Hampshire 

17,203,000 

— 

1,363,000 

26,000 

18,592,000 

New  Jersey 

281,812,000 
31,627,000 

1,643,000 

29,660,000 

1,866,000 

314,981,000 

New  Mexico 

— 

3,857,000 

85,000 

35,569,000 

New  York 

754,492,000 

26,195,000 

136,748,000 

7,353,000 

924,788,000 

North  Carolina 

106,569,000 

— 

9,424,000 

106,000 

116,099,000 

North  Dakota 

9,691,000 

— 

1,020,000 

6,000 

10,717,000 

Ohio 

340,105,000 

11,409,000 

30,529,000 

451,000 

382,494,000 

Oklahoma 

57,230,000 

765,000 

8,648,000 

65,000 

66,708,000 

Oregon 

61,755,000 

1,251,000 

9,783,000 

394,000 

73,183,000 

Pennsylvania 

421,526,000 

143,000 

52, 883, J JO 

2,6l2,£j)Q0 

477,164,000 

Puerto  Rico 

46,496,000 

128,000 

46,624,000 

Rhode  Island 

43,506,000 

3,112,000 
6,008,000 

180,000 

46,798,000 

South  Carolina 

56,102,000 

142,000 

62,252,000 

South  Dakota 

11,866,000 

1,291,000 

17,000 

13,174,000 

Tennessee 

59,080,000 

8,408,000 

244,000 

67,732,000 

Texas 

87,222,000 

20,663,000 

901,000 

108,786,000 

Utah 

34,320,000 

2,959,000 

117,000 

37,396,000 

Vermont 

26,600,000 

155,000 

1,444,000 

9,000 

28,208,000 

Virginia 

97,610,000 

39,000 

13,041,000 

191,000 

110,881,000 

793 


133 


Aid  to 

Families  With        State  State  and 

States  and  Dependent        Emergency        and  Local  Local 

Other  Areas          Children        Assistance    Administration    Training  Total 

Virgin  Islands     2,025,000           18,000   17   U  2,043,000 

Washington        118,807,000       1,746,000        14,262,000         375,000  135,190,000 

West  Virginia     41,186,000         436,000         2,784,000           49,000  44,455,000 

Wisconsin         221,293,000           65,000        17,922,000         217,000  239,497,000 

Wyoming                4,235,000          131,000             701,000             9,000  5,076,000 

Subtotal     7,083,123,000     64,633,000       831,185,000     32,326,000  8,011,267,000 

Administration  and  training — jurisdictions   6,353,000 

Repatriation  of  U.S.  nationals   1,637,000 

Adult  categories   16,256,000 

Child  support  enforcement  collections  —   -268,477,000 

Adjustments  I7   -31,322,000 

Total,  (program  costs)   $7,735,714,000 


—  These  costs  are  now  contained  in  the  separate  Administration  Training — 
jurisdictions  activity. 

p  / 

—  Child  Support  Enforcement  collections  are  shown  as  an  offset  to  AFDC  benefits. 
The  amount  shown  is  based  on  the  States'  estimates.    See  the  Child  Support 
Enforcement  Appropriation  Justification  for  the  table  of  States'  estimates. 

M   Amounts  listed  by  State  reflect  estimates  made  by  the  States.    These  estimates 
have  been  adjusted  in  total  for  the  maintenance  assistance  program  to  bring  the 
total  in  line  with  national  projections  which  are  based  on  national  trends  of 
the  caseload  and  national  socio-economic  variables. 
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Maintenance  Assistance 
Federal  Share  of  Expenditures,  FY  1982 

Aid  to 


Families  With 

State 

State  and 

States  and 

Dependent 

Emergency 

and  Local 

Local 

Other  Areas 

Children 

Assistance 

Adrninistration 

Training 

Total 

Alabama 

$54,295,000 

$   

$8,040,000 

$88,000 

$62,423,000 

Alaska 

21,196,000 



2,207,000 

44,000 

23,447,000 

Arizona 

19,469,000 



7,600,000 

119,000 

27,188,000 

Arkansas 

24,048,000 

34,000 

3,723,000 

34,000 

27,839,000 

California 

1,391,461,000 



170,261,000 

6,547,000  1,568,269,000 

Colorado 

41,276,000 



6,635,000 

47,000 

47,958,000 

Connecticut 

104,598,000 



7,055,000 
1,693,000 

217,000 

111,870,000 

Delaware 

15,647,000 

170,000 

57,000 

17,567,000 

Dist.  of  Col. 

42,092,000 

1,046,000 

7,667,000 

— 

50,805,000 

Florida 

216,670,000 

— - 

39,669,000 

2,830,000 

259,169,000 

Georgia 

136,251,000 

15,878,^0 

665, DQO 
  17 

152,794,000 

Guam 

2,159,000 



2,159,000 

Hawaii 

44,834,000 



3,400,000 

21,000 
176,000 

48,255,000 

Idaho 

12,681,000 



3,044,000 

15,901,000 

Illinois 

394,715,000 

400,000 

43,858,000 

315,000 

439,288,000 

Indiana 

79,324,000 



10,936,000 

10,000 

90,270,000 
80,167,000 

Iowa 

72,425,000 



7,671,000 

71,000 

Kansas 

44,798,000 

47,000 

4,823,000 

29,000 

49,697,000 

Kentucky 

85,354,000 



10,734,000 

115,000 

96,203,000 

Louisiana 

90,779,000 



14,299,000 

68,000 

105,146,000 

Maine 

42,534,000 



2,230,000 

23,000 

44,787,000 

Maryland 

112,658,000 

2,039,000 

8,002,000 
24,623,000 

168,000 

122,867,000 

Massachusetts 

259,350,000 

4,985,000 

1,890,000 

290,848,000 

Michigan 

533,032,000 

11,500,000 
2,965,000 

65,627,000 

551,000 

610,710,000 

Minnesota 

137,904,000 

14,100,000 
4,794,000 

134,000 

155,103,000 
51,526,000 

Mississippi 

46,629,000 

— 

103,000 

Missouri 

96,232,000 

— 

12,958,000 

228,000 

109,418,000 

Montana 

13,536,000 

36,000 

1,631,000 

277,000 

15,480,000 

Nebraska 

28,470,000 

186,000 

3,628,000 

35,000 

32,319,000 

Nevada 

5,998,000 

— 

2,040,000 

4,000 

8,042,000 

New  Hampshire 

15,202,000 

— 

1,540,000 

16,000 

16,758,000 

New  Jersey 

262,638,000 

1,829,000 

30,675,000 

1,285,000 

296,427,000 

New  Mexico 

31,453,000 

— 

4,169,000 

34,000 

35,656,000 

New  York 

812,151,000 
98,553,000 

12,835,000 

142,678,000 

3,356,000 

971,020,000 

North  Carolina 

— 

10,193,000 

69,000 

108,815,000 

North  Dakota 

9,520,000 

1,096,000 

4,000 

10,620,000 

Ohio 

346,890,000 

10,587,000 

37,744,000 

357,000 

395,578,000 

Oklahoma 

52,778,000 

791,000 
1,743,000 

11,573,000 

50,000 

65,192,000 

Oregon 

53,866,000 

10,430,000 

322,000 

66,361,000 

Pennsylvania 

405,851,000 

148,000 

66,306,0^0 

2,405,^0 

474,710,000 

Puerto  Rico 

48,959,000 

250,000 

49,209,000 

Rhode  Island 

43,589,000 

3,253,000 

26,000 

46,868,000 

South  Carolina 

54,902,000 

4,789,000 
1,497,000 

84,000 

59,775,000 

South  Dakota 

12,139,000 

8,000 

13,644,000 

Tennessee 

53,827,000 

9,496,000 

195,000 

63,518,000 

Texas 

81,681,000 

26,143,000 

382,000 

108,206,000 

Utah 

33,613,000 

3,615,000 

87,000 

37,315,000 

Vermont 

26,750,000 

156,000 

1,521,000 

8,000 

28,435,000 

Virginia 

91,199,000 

42,000 

14,803,000 

150,000 

106,194,000 
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Aid  to 

Families  With  State         State  and 

States  and  Dependent        Emergency        and  Local  Local 

Other  Areas          Children        Assistance    Administration    Training  Total 

Virgin  Islands       2,012,000     2/           —1/  2,012,000 

Washington         110,476,000       2,092,000     16,032,000         245,000  128,845,000 

West  Virginia      36,951,000         457,000       3,000,000           25,000  40,433,000 

Wisconsin           249,813,000           75,000     16,909,000         174,000  266,971,000 

Wyoming                4,047,000         190,000         660,000            8,000  4,905,000 

Subtotal      7,109,275,000     54,603,000    926,948,000     24,156,000  8,114,982,000 

Administration  and  training — jurisdictions   6,406,000 

Repatriation  of  U.S.  nationals   1,653,000 

Adult  categories   13,350,000 

Child  support  enforcement  collections  ^   -292,364,000 

Adjustments  2/   210,824,000 

Total,  program  costs  .   $7,633,203,000 


—  These  costs  are  now  contained  in  the  separate  Administration  Training — 
Jurisdictions  activity. 

—  Child  Support  Enforcement  collections  are  shown  as  an  offset  to  APDC  benefits. 
The  amount  shown  is  based  on  the  States'  estimates.    See  the  Child  Support 
Enforcement  Appropriation  Justification  for  the  table  of  States'  estimates. 

2/   Amounts  listed  by  State  reflect  estimates  made  by  the  States.    These  estimates 
have  been  adjusted  In  total  for  the  maintenance  assistance  program  to  bring  the 
total  in  line  with  national  projections  which  are  based  on  national  trends  of 
the  caseload  and  national  socio-economic  variables.    The  total  adjustment  of 
-$292,364,000  includes  -$166,000,000  for  proposed  legislation  which  is  only  in 
the  national  projections. 
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Maintenance  Assistance 


Federal  Share  of  Expenditures,  FY  1983 


Aid  to 

Families  With 

State 

State  and 

States  and 

Dependent 

Emergency 

and  Local 

Local 

Other  Areas 

Children 

Assistance 

Administration 

Training 

Total 

Alabama 

$55,822,000 

$  

$ — 

$— 

$55,822,000 

Alaska 

25,618,000 



25,618,000 

Arizona 

21,718,000 



— 

21,718,000 

Arkansas 

23,520,000 



— 

—  23,520,000 

—  1,526,534,000 

California 

1,526,534,000 



— 

Colorado 

43,992,000 



— 

— 

43,992,000 

Connecticut 

109,825,000 



— 

— 

109,825,000 

Delaware 

15,865,000 



— 

— 

15,865,000 

Dist.  of  Col. 

42,003,000 



— 

— 

42,003,000 
247,341,000 

Florida 

247,341,000 



— 

— 

Georgia 

149,031,000 



  1/ 

I  / 

  1/ 

149,031,000 

Guam 

2,159,000 



2,159,000 
45,746,000 

Hawaii 

45,746,000 



— 

— 

Idaho 

12,737,000 



— - 

— 

12,737,000 

Illinois 

395,428,000 



— 

— 

395,428,000 

Indiana 

80,821,000 



— 

— 

80,821,000 

Iowa 

72,425,000 



— 

— 

72,425,000 

Kansas 

46,258,000 

- — 

— 

— 

46,258,000 

Kentucky 

86,884,000 



— 

— 

86,884,000 

Louisiana 

96,344,000 



— 

96,344,000 

Maine 

43,505,000 



; — 



43,505,000 

Maryland 

112,343,000 



— 

— 

112,343,000 

Massachusetts 

246,462,000 



— 

— 

246,462,000 

Michigan 

521,794,000 



— 

— 

521,794,000 

Minnesota 

144,507,000 
44,250,000 





— 

144,507,000 

Mississippi 



— 

— 

44,250,000 

Missouri 

94,258,000 



— 

- — 

94,258,000 

Montana 

14,427,000 



— 

- — 

14,427,000 

Nebraska 

31,728,000 



— - 

— 

31,728,000 

Nevada 

5,736,000 



5,736,000 

New  Hampshire 

15,494,000 





15,494,000 

New  Jersey 

254,481,000 



— 

254,481,000 

New  Mexico 

30,895,000 

— - 

— - 

30,895,000 

New  York 

807,991,000 



— 

807,991,000 

North  Carolina 

95,848,000 



— 

95,848,000 

North  Dakota 

10,615,000 



— 

10,615,000 

Ohio 

336,655,000 



— 

336,655,000 

Oklahoma 

53,383,000 



— 

53,383,000 

Oregon 

55,664,000 



— 

55,664,000 

Pennsylvania 

394,732,000 

1/ 

1/ 

394,732,000 

Puerto  Rico 

48,959,000 

48,959,000 

Rhode  Island 

43,907,000 

43,907,000 

South  Carolina 

57,376,000 

57,376,000 

South  Dakota 

12,725,000 

12,725,000 

Tennessee 

52,889,000 

52,889,000 
79,285,000 

Texas 

79,285,000 

Utah 

35,876,000 

35,876,000 

Vermont 

27,162,000 

27,162,000 

Virginia 

90,784,000 

90,784,000 
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Aid  to 

Families  With                             State  State  and 

States  and          Dependent  Emergency        and  Local  Local 

Other  Areas          Children  Assistance    Administration  Training  Total 

Virgin  Islands  2,012,000    —I7   17  2,012,000 

Washington  116,921,000        116,921,000 

West  Virginia  39,168,000  —  —  —  39,168,000 

Wisconsin  264,015,000  — ■  —  —  264,015,000 

Wyoming  4,050,000        4,050,000 

Subtotal       7,289,968,000         — ^  — I7  — ^1, 289, 968, 000 

Administration  and  training — jurisdictions   6,716,000 

Repatriation  of  U.S.  nationals   1,801,000 

Adult  categories   13,350,000 

Child  support  enforcement  collections  ^   -316,923,000 

Adjustments  5/   -1,576,045,000 

Total,  program  costs   $5,418,867,000 


—  These  costs  are  now  contained  in  the  separate  Administration  and  Training — 
Jurisdictions  activity. 

—  Beginning  with  FY  1983,  the  Emergency  Assistance  activities  are  being  combined 
with  the  Low  Income  Home  Energy  Assistance  program  activities  in  the  new  Energy 
and  Emergency  Assistance  account. 

-2/   Beginning  with  FY  1983,  the  State  and  Local  Administration  and  Training 

activities  in  the  50  States  and  the  District  of  Columbia  are  being  transferred 
to  the  new  Combined  Welfare  Administration  account. 

—  Child  Support  Enforcement  collections  are  shown  as  an  offset  to  AFDC  benefits. 
The  amount  shown  is  based  on  the  States'  estimates.    See  the  Child  Support 
Enforcement  Appropriation  Justification  for  the  table  of  States'  estimates. 

-5/    Amounts  listed  by  State  reflect  estimates  made  by  the  States.    These  estimates 
have  been  adjusted  in  total  for  the  maintenance  assistance  program  to  bring  the 
total  in  line  with  national  projections  which  are  based  on  national  trends  of 
the  caseload  and  national  socio-economic  variables.    In  addition,  the  impact  of 
proposed  legislation  is  included  in  the  adjustment  line.    The  total  adjustment 
of  -$1,576,045,000  includes  -$1,155,200,000  for  proposed  legislation  which  is 
included  only  in  the  national  projections. 
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Assistance  Payments  Program 
Estimates  for  Consultant  Services 


Obligations 

FY  1981  FY  1982  FY  1983 

Actual  Estimate  Estimate 

$62,582  $1,657,500  $1,030,000 


Description  of  the  Need  for  Consultant  Services 

The  main  objective  of  the  consultant  projects  funded  by  this  appropriation  is 
to  improve  State  and  local  administration  of  the  AFDC  program.    For  example, 
particularly  during  FY  1982,  SSA  will  be  using  consultants  In  the  development 
or  expansion  of  management  information  systems,  in  order  to  assist  States  in 
reducing  errors.    Other  contracts  will  identify  and  develop  best  practices  for 
transfer  among  the  States  and  provide  a  basis  for  administrative  cost  audits. 
In  addition,  we  will  contract  to  obtain  an  evaluation  of  the  1981  and  1982 
amendments. 
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SOCIAL  SECURITY  ADMINISTRATION 


Child  Support  Enforcement  Program  — 


For  carrying  out,  except  as  otherwise  provided,  titles  IV-D  and  XI  of  the  Social 


For  making,  after  May  31  of  the  current  fiscal  year,  payments  to  States  under 
title  IV-D  of  the  Social  Security  Act  for  the  last  three  months  of  the  current 
fiscal  year  for  unanticipated  costs,  incurred  for  the  current  fiscal  year, 
$100,000,000,  the  obligations  and  the  expenditures  to  be  charged  to  the  subsequent 
appropriations  therefor,  for  the  current  fiscal  year. 

For  making  payments  to  States  under  title  IV-D  of  the  Social  Security  Act  for 

the  first  quarter  of  fiscal  year  1984,  $112,500,000        to  remain  available  until 

2/ 

expended.     (Legislative  action  required.  )  — 


1/    In  previous  years  funding  for  the  Office  of  Child  Support  Enforcement  (OCSE) 
activities  was  provided  through  the  Assistance  Payments  appropriation. 
Beginning  with  FY  1983,  OCSE's  activities  are  proposed  as  a  separate 
appropriation. 

2/   The  President's  appropriation  estimate  includes  savings  from  proposed  legislation. 
If  this  legislation  is  not  enacted,  additional  funding  will  be  required.    The  table 
below  demonstrates  the  funding  estimated  under  proposed  legislation,  the  amount  of 
savings  for  proposed  legislation  included  in  the  request  and  the  funding  required  if 
the  legislation  is  not  enacted. 


Security  Act,  $284,877 ,000  — ^  to  remain  available  until  expended. 


Explanation  of  Language  Changes 


Appropriation 


Appropriation 
Estimate  Under 
Present  Law 


Proposed 
Legislation 
Savings 


Appropriation 
Estimate  Including 
Proposed  Law 


FY  1983  (Regular)  

FY  1984  (Advance)  


$553,377,000 
$150,250,000 


-$145,000,000 
-$37,750,000 


$408,377,000 
$112,500,000 


The  FY  1983  level  Includes  $123,500,000  for  first  quarter  FY  1983  advance  grants  for 
State  requirements  for  child  support  enforcement  activities  provided  through  an  advance 
appropriation  in  the  assistance  payments  account. 
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Language  Analysis 

Language  Provision 

Explanation 

"For  carrying  out,  except  as 
otherwise  provided,  titles  IV-D  and 

This  language  reflects  that  Office 
of  Child  Support  Enforcement  (OCSE) 
activities  will  be  proposed  as  a 
separate  appropriation  beginning  in 
FY  1983.    In  previous  years  funding 
for  OCSE  activities  was  provided 
through  the  Assistance  Payments 
account . 

"...to  remain  available  until 
expended . " 

This  language  provides  authority  to 
use  funds  appropriated  but  not 
obligated  in  one  fiscal  year  for 
obligations  and  expenditures  in  a 
subsequent  year. 

"For  making,  after  May  31  of  the 
current  fiscal  year,  payments  to 
States  under  Title  IV-D  of  the 
Social  Security  Act  for  the  last 
three  months  of  the  current  fiscal 
year  for  unanticipated  costs, 
incurred  for  the  current  fiscal 
year,  $100 ,000 ,000 ,  the  obligations 
and  expenditures  to  be  charged  to 
the  subsequent  appropriations 
therefor,  for  the  current  fiscal 
year." 

Provides  that: 

(1)  costs  for  the  last  3  months  of 
fiscal  year  1983  may  be 
financed,  if  necessary,  from 
funds  of  the  next  fiscal 
year.    If  the  appropriation 
estimates  for  1983  prove  to  be 
too  low,  grants  to  States  would 
continue  without  interruption. 

(2)  The  new  language  is  intended  to 
restrict  borrowing  from  the 
next  fiscal  year  only  to  costs 
incurred  for  the  budget  year. 

(3)  The  funds  financed  from  the 
next  fiscal  year  for  higher 
than  budgeted  costs  in  fiscal 
year  1983  may  not  exceed 
$100,000,000. 

"For  making  payments  to  States  under 
title  IV-D  of  the  Social  Security 
Act  for  the  first  quarter  of  fiscal 
year  1984,..." 

L 

This  language  provides  that  funds 
for  the  first  quarter  grant  awards 
of  fiscal  year  19 84  will  be 
appropriated  on  an  advance  basis. 
This  eliminates  the  need  for 
"borrowing"  funds  from  fiscal 
year  1984  for  making  grant  awards  in 
fiscal  year  1983  for  the  first 
quarter  of  fiscal  year  1984.  This 
process  will  allow  Congress  to 
review  the  program  levels  for  the 
period  covered  by  the  advance 
appropriation.    Similar  language  has 
been  enacted  in  the  Assistance 
Payments  account. 
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Federal  Share  of  State  and  Local  Administrative  Costs 


FY  1981  FY  1982  FY  1983 

State  Actual  Estimate  Estimate 

Alabama   $4,687,519  $4,494,000  $4,724,000 

Alaska   1,735,617  1,980,000  1,980,000 

Arizona.,   3,918,354  3,723,000  4,281,000 

Arkansas   2,387,069  2,921,000  2,967,000 

California   78,856,414  80,859,000  89,500,000 

Colorado   5,014,828  4,230,000  4,290,000 

Connecticut   6,054,875  6,203,000  6,500,000 

Delaware   2,100,992  1,820,000  1,880,000 

District  of  Columbia   2,365,939  3,137,000  3,176,000 

Florida   8,189,514  11,108,000  12,219,000 

Georgia   3,960,095  5,966,000  6,264,000 

Hawaii   2,380,981  2,488,000  2,853,000 

Idaho   1,115,465  1,145,000  1,198,000 

Illinois   11,417,480  12,535,000  12,278,000 

Indiana   4,197,591  5,097,000  5,607,000 

Iowa   4,336,346  5,192,000  6,218,000 

Kansas   2,904,536  3,581,000  3,760,000 

Kentucky   4,622,695  5,435,000  6,610,000 

Louisiana   7,097,535  8,255,000  8,952,000 

Maine   1,444,300  1,706,000  1,706,000 

Maryland   9,163,868  8,187,000  8,596,000 

Massachusetts   10,117,259  11,722,000  13,188,000 

Michigan   28,570,750  22,576,000  24,607,000 

Minnesota   9,265,116  10,400,000  12,300,000 

Mississippi   1,550,453  1,768,000  1,874,000 

Missouri   6,153,896  5,507,000  5,542,000 

Montana   902,248  1,050,000  1,113,000 

Nebraska   1,707,589  2,315,000  2,523,000 

Nevada   2,353,716  2,151,000  2,325,000 

New  Hampshire   744,389  854,000  956,000 

New  Jersey   23,556,329  21,960,000  23,805,000 

New  Mexico   1,732,742  1,903,000  1,837,000 

New  York   55,624,882  52,702,000  56,670,000 

North  Carolina   7,013,423  8,639,000  9,503,000 

North  Dakota   811,441  796,000  860,000 

Ohio   12,855,971  16,080,000  16,883,000 

Oklahoma   3,724,299  4,396,000  4,577,000 

Oregon   8,661,598  8,975,000  9,870,000 

Pennsylvania   23,153,658  24,786,000  27,194,000 

Rhode  Island   1,130,101  1,153,000  1,355,000 

South  Carolina   1,689,612  1,922,000  1,930,000 

South  Dakota   776,191  894,000  982,000 

Tennessee   4,890,956  3,996,000  3,996,000 

Texas   10,679,764  14,230,000  14,230,000 

Utah   3,983,753  3,750,000  4,000,000 

Vermont   628,694  611,000  653,000 

Virginia   4,959,614  4,441,000  4,629,000 

Washington   12,293,081  11,898,000  13,036,000 

West  Virginia   1,847,587  2,197,000  2,197,000 

Wisconsin   9,616,542  10,500,000  11,760,000 

Wyoming   213,456  225,000  270,000 
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FY  1981  FY  1982  FY  1983 

State  Actual  Estimate  Estimate 

American  Samoa   —  —  — 

Guam   109,362  125,000  125,000 

Puerto  Rico   1,079,960  2,324,000  2,324,000 

Trust  Territory   —  —  — 

Virgin  Islands   187,445  194,000  203,000 

Subtotal...,.   $420,577,890  $437,102,000  $472,876,000 

Adjustment  si7   —  +17,898,000  -85,876,000 


Total   $420,537,890         $455,000,000  $387,000,000 


—  Adjustments  reflect  the  difference  between  State  and  National  estimates.    The  total 
adjustment  includes  -$35,000,000  in  FY  1982  and  -$145,000,000  in  FY  1983  for 
proposed  legislation  which  is  only  reflected  in  the  national  estimates. 
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Federal  Share  of  Collections 


FY  1981  FY  1982  FY  1983 

State  Actual  Estimate  Estimate 

Alabama   $3,210,000  $3,617,000  $4,142,000 

Alaska   324,000  354,000  354,000 

Arizona   239,000  271,000  298,000 

Arkansas   1,497,000  1,624,000  1,743,000 

California   35,339,000  40,494,000  43,588,000 

Colorado   2,561,000  1,939,000  2,061,000 

Connecticut   6,310,000  5,775,000  6,212,000 

Delaware   823,000  808,000  824,000 

District  of  Columbia   593,000  504,000  671,000 

Florida   6,027,000  6,482,000  7,630,000 

Georgia   2,933,000  4,124,000  5,555,000 

Hawaii   1,390,000  1,160,000  1,265,000 

Idaho   1,295,000  1,440,000  1,591,000 

Illinois   6,983,000  6,787,000  8,052,000 

Indiana   3,870,000  4,402,000  4,845,000 

Iowa   6,240,000  7,650,000  8,882,000 

Kansas   1,919,000  2,008,000  2,080,000 

Kentucky   2,342,000  2,667,000  3,095,000 

Louisiana   3,661,000  4,116,000  4,458,000 

Maine   2,663,000  2,574,000  2,574,000 

Maryland   4,857,000  4,279,000  4,493,000 

Massachusetts   14,908,000  15,913,000  17,370,000 

Michigan   28,518,000  31,535,000  33,250,000 

Minnesota   6,470,000  8,220,000  8,748,000 

Mississippi   402,000  351,000  361,000 

Missouri   2,850,000  3,542,000  3,655,000 

Montana   724,000  566,000  651,000 

Nebraska   1,177,000  1,417,000  1,450,000 

Nevada   270,000  488,000  490,000 

New  Hampshire   1,181,000  942,000  1,020,000 

New  Jersey   10,850,000  11,928,000  12,460,000 

New  Mexico   994,000  1,032,000  1,118,000 

New  York   18,235,000  18,760,000  19,530,000 

North  Carolina   5,996,000  7,392,000  8,065,000 

North  Dakota   642,000  736,000  795,000 

Ohio   15,401,000  14,864,000  16,495,000 

Oklahoma   869,000  1,216,000  1,276,000 

Oregon   5,946,000  5,511,000  6,216,000 

Pennsylvania   14,305,000  17,122,000  18,835,000 

Rhode  Island   1,934,000  1,571,000  1,782,000 

South  Carolina   1,908,000  2,001,000  2,482,000 

South  Dakota   781,000  751,000  727,000 

Tennessee   2,624,000  3,182,000  3,182,000 

Texas   4,449,000  4,663,000  4,663,000 

Utah   3,682,000  3,919,000  4,026,000 

Vermont   926,000  1,032,000  1,058,000 

Virginia   3,730,000  4,201,000  4,555,000 

Washington   8,723,000  7,158,000  7,646,000 

West  Virginia   1,415,000  1,685,000  1,685,000 

Wisconsin   12,937,000  16,799,000  18,073,000 

Wyoming   208,000  147,000  184,000 
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FY  1981  FY  1982  FY  1983 

State  Actual  Estimate  Estimate 


American  Samoa        

Guam   97,000  100,000  100,000 

Puerto  Rico   142,000  465,000  465,000 

Trust  Territory   —  —  — 

Virgin  Islands   107,000  80,000  97,000 

Subtotal......                    $268,477,000  $292,364,000  $316,923,000 

Adjustments!7   —  +30,636,000  +36,077,000 


Total   $268,477,000      $323,000,000  $353,000,000 


Adjustments  reflect  the  difference  between  States  and  National  estimates.  The 
total  adjustment  includes  +$12,000,000  in  FY  1983  for  proposed  legislation  which 
is  only  reflected  in  the  national  estimates. 
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Child  Support  Enforcement  Program 

Estimates  for  Consultant  Services 

Obligations 

FY  1981  FY  1982  FY  1983 

Actual  Estimate  Estimate 

$2,662,418         $712,500  $815,000 


Description  of  the  Need  for  Consultant  Services 

OCSE  is  currently  projecting  a  consultant  service  budget  of  $712,500  in 
FY  1982  and  $815,000  in  FY  1983.    The  contracts  will  focus  on  cost  avoidance 
measures  such  as  the  development  of  performance  standards  and  improved 
management  techniques  for  State  program  operations.    A  management  information 
system  also  will  be  developed  and  expanded  to  enhance  trend  analysis 
forecasting  and  program  modeling. 
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SOCIAL  SECURITY  ADMINISTRATION 
Combined  Welfare  Administration 
For  State  administrative  costs  authorized  by   sections  403(a)(3), 
1903(a)(2) ,   (3),   and   (7)   of  the  Social   Security  Act   and  sections 
ll(e)(19j  and   16   (except  for  State  food   stamp  investigations  and 
prosecutions )   of   the  Food  Stamp  Act   of   1977,    $  1 , 6 55 , 000 , 000  (which 
shall   be  the  maximum  available  for  these  purposes),   together  with 
$526,000,000  available  for  food   stamp  administration   in   the  Department 
of  Agriculture .      There   shall   be  no  requirement   that   States  match  the 
funds  provided  herein.     From  this  appropriation,   the  Secretary  shall 
allot   to  each  State,   for  administrative  expenses ,   an  amount  which 
bears  the   same  ratio  to  the  amount  available  for   1983  as  the 
Secretaries  of  Health  and  Human  Services  and  of  Agriculture  determined 
States   shall   receive  for  such  administrative  expenses   in  fiscal  year 
1982.      These  provisions   shall   not   apply   to  administrative  costs  of 
Puerto  Rico,   Guam,   and  the  Virgin  Islands .      (Legislative  action 
required ) . 


1/    This  language  provides  funds  for  a  new  appropriation  covering 

State  and  local  administrative  expenses  for  the  AFDC,  food  stamp 
and  Medicaid  activities.     These  activities  were  previously 
included  in  the  maintenance  assistance  activity  of  SSA's 
assistance  payments  appropriation,  the  Health  Care  Financing 
Administration's  grants  to  States  for  Medicaid  appropriation  and 
the  Department  of  Agriculture's  food  stamp  program 
appropriation.     Costs  for  these  programs  will  be  capped  to  take 
account  of  savings  achievable  by  providing  the  States  greater 
flexibility  and  responsibility  in  managing  them. 
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Language  Analysis 

Language  Provision 

Explanation 

"...(except  for  State  food  stamp 
invest  igat  ions  and 
prosecutions ) . . ." 

The  Federal  Government  will 
continue  to  match  State  funds 
for  these  fraud  and  abuse 
activities  on  an  open-ended 
basis,  reflecting  the  high 
priority  given  these  activities. 
Funding  will  be  provided  in  the 
food  stamp  program 
appropriation,  USDA. 

"...(which   shall   be   the  maximum 
available  for  these 
purposes ) . . ." 

This  language  has  been  added  to 
provide  that  the  Federal 
Government  will  no  longer  match, 
on  an  open-ended  basis,  all 
State  administrative 
expenditures  for  the  three 
programs  involved,  but  will 
provide  a  single  payment,  not  to 
exceed  $1,655,000,000  (as  well 
as  $526,000,000  from  USDA). 

"From  this  appropriation,  the 
Secretary   shall   allot   to  each 
State,   for  administ rat ive 
expenses ,   an  amount   which  bears 
the   same  ratio  to  the  amount 
available  for   1983  as  the 
Secretaries  of  Health  and  Human 
Services  and  of  Agriculture 
determined  States   shall  receive 
for  such  administrative  expenses 
in  fiscal   year  1982." 

This  language  provides  that 
States  shall  receive  the  same 
proportion  of  the  available  FY 
1983  total  appropriation  as  they 
received  from  total  FY  1982 
funds  under  the  three  separate 
programs . 

"These  provisions   shall  not 
apply  to  administrative   costs  of 
Puerto  Rico,   Guam,   and  the 
Virgin  Islands .. ." 

Under  current  law, 
administrative  costs  of  these 
programs  in  Puerto  Rico  are 
already  under  a  yearly 
limitation.     For  Guam  and  the 
Virgin  Islands,  proposals  in  the 
FY  1983  President's  budget  will 
provide  a  similar  cap  on 
administrative  costs. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

SOCIAL  SECURITY  ADMINISTRATION 

Combined  Welfare  Administration 

Amounts  Available  for  Obligation  1/ 

FY  1981  FY  1982  FY  1983 

Actual  Estimate  Estimate 

Appropriation. . .  $1,667,000,000      $1,743,000,000  $1,655,000,000 

Total,  budget 

authority   $1,667,000,000      $1,743,000,000  $1,655,000,000 

Total>  o/o/  o/ 

obligations   $2,125,000,000  -^$2,296,000,000  ±£     $2,181,000,000  ±i 


1/    The  Combined  Welfare  Administration  (CWA)  consists  of  State  and 
local  administrative  expenses  previously  included  in  the 
assistance    payments  (SSA),  grants  to  States  for  Medicaid  (HCFA) 
and  food  stamp  program  (USDA)  appropriations.     Beginning  with 
FY  1983,  these  activities  will  be  capped  to  take  account  of 
savings  achievable  by  providing  the  States  greater  flexibility  and 
responsibility  in  managing  them. 

2/    Includes  the  following  ar.ounts  for  State  administrative  costs  of 
the  food  stamp  program  (appropriated  to  USDA):     FY  1981, 
$458,000,000;  FY  1982,  $553,000,000;  FY  1983  appropriation, 
$526,000,000. 
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Summary  of  Changes  1/ 


FY  1982  Estimate   $1,7^3,000,000 

FY  1983  Estimate,  budget  authority   $1,655,000,000 

Net  change   -$88,000,000 

Decreases : 
Program: 

Change  From 


FY  1982  Base  Base 


1.     Reduced  administrative 
costs  resulting  from 
95  percent  cap 

(proposed  legislation)   $1,7^3,000,000  -$88,000,000 

Net  change   -$88,000,  000 


1/    The  Combined  Welfare  Administration  (CWA)  consists  of  State  and 
local  administrative  expenses  previously  included  in  the 
assistance  payments  (SSA),  grants  to  States  for  Medicaid  (HCFA) 
and  food  stamp  program  (USDA)  appropriations.     Beginning  with 
FY  1983,  these  activities  will  be  capped  to  take  account  of 
savings  achievable  by  providing  the  States  greater  flexibility  and 
responsibility  in  managing  them. 

2/    In  addition,  a  -$27,000,000  change  in  administrative  costs  for  the 
food  stamp  program  (appropriated  to  USDA)  will  occur: 

Change  From 
FY  1982  Base  Base 


Reduced  administrative  costs 
from  95  percent  cap  


$553,000,000 


-$27,000,000 
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Budget  Authority  by  Activity  1/ 


FY  1981 
Actual 


Estimate 


FY  1982 


FY  1983 


Estimate 


Maintenance 
Assistance 


$814,000,000 


$890,000,000 


$845,000,000 


Medicaid 


853,000,000 


853,000,000 


810,000,000 


Total,  budget 
authority. . . 


$1,667,000,000  2/ 


$1,743,000,000  2/ 


$1,655,000,000  2/ 


1/    The  Combined  Welfare  Administration  (CWA)  consists  of  State  and  local 
administrative  expenses  previously  included  in  the  assistance  payments 
(SSA),  grants  to  States  for  Medicaid  (HCFA)  and  food  stamp  program 
(USDA)  appropriations.     Beginning  with  FY  1983,  these  activities  will 
capped  to  take  account  of  savings  achievable  by  providing  the  States 
greater  flexibility  and  responsibility  in  managing  them. 

2/    Does  not  include  the  following  amounts  for  State  administrative  costs 
of  the  food  stamp  program  (appropriated  to  USDA):     FY  1981, 
$458,000,000;  FY  1982,  $553,000,000;  FY  1983  appropriation 
$526,000,000. 
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Budget  Authority  by  Object  1/ 


FY  1982 


Estimate 


Estimate 


FY  1983 


Increase 
or 

Decrease 


Total,  budget 
authority. . . . 


$1,743,000,000  2/  $1,655,000,000  2/     -$88,000,000  2/ 


1/    The  Combined  Welfare  Administration  (CWA)  consists  of  State  and  local 
administrative  expenses  previously  included  in  the  assistance  payments 
(SSA),  grants  to  States  for  Medicaid  (HCFA)  and  food  stamp  program 
(USDA)  appropriations.     Beginning  with  FY  1983,  these  activities  will 
be  capped  to  take  account  of  savings  achievable  by  providing  States 
greater  flexibility  and  responsibility  in  managing  them. 

2/    Does  not  include  the  following  amounts  for  State  administrative  costs 
of  the  food  stamp  program  (appropriated  to  USDA):  FY  1982, 
$553,000,000;  FY  1983  appropriation,  $526,000,000.     Total  change  from 
FY  1982  to  FY  1983:  -$27,000,000. 
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Authorizing  Legislation 


FY  1982  FY  1983  FY  1983 

Amount  FY  1982  Amount  Budget 

Authorized      Estimate        Authorized  Request 


Sections 
403(a)(3), 
1903(a)(2), 
(3),  and 
(7)  of  the 
Social  Security 

Act   $1,655,000,000  1/ 

1/    Does  not  include  $526,000,000  to  be  appropriated  to  USDA  for  State 

administrative  costs  of  the  food  stamp  program  under  Sections  11(e) (19) 
and  16  (except  food  stamp  investigations  and  prosecutions)  of  the  Food 
Stamp  Act  of  1977. 
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Combined  Welfare  Administration  1/ 


Table  of  Estimates  and  Appropriations 


Fiscal 
Year 


Budget 
Estimate 
To  Congress 


House 
Allowance 


Senate 
Allowance 


Appropriation 


1983 


$1,655,000,000  2/ 


1/    The  Combined  Welfare  Administration  (CWA)   consists  of  State  and  local 
administrative  expenses  previously  included  in  the  assistance  payments 
(SSA),  grants  to  States  for  Medicaid  (HCFA)  and  food  stamp  program 
(USDA)  appropriations.     Beginning  with  FY  1983  these  activities  will  be 
capped  to  take  account  of  savings  achievable  by  providing  the  States 
greater  flexibility  and  responsibility  for  managing  them. 

2/     Does  not  include  $526,000,000  to  be  appropriated  to  USDA  for  State 
administrative  costs  of  the  food  stamp  program. 
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Justification 


Combined  Welfare  Administration 


Estimate" 


FY  1982  1/ 


Estimate" 


FY  1983  1/ 


Increase 
or 

Decrease 


Combined  Welfare 
Administration: 


Budget 
authority 


$1,743,000,000 


$1,655,000,000 


-$88,000,000 


1/     Includes  State  and  local  administrative  costs  for  the  assistance 
payments  (SSA)  and  grants  to  States  for  Medicaid  (HCFA) 
appropriations.     Does  not  include  $553,000,000  in  FY  1982  and 
$526,000,000  in  FY  1983  for  State  administrative  costs  of  the  food 
stamp  program  (USDA). 


The  Combined  Welfare  Administration  (CWA)  will  provide  payments  to  States 
for  their  administrative  expenses  for  the  maintenance  assistance,  grants  to 
States  for  Medicaid,  and  food  stamp  programs  in  a  single  grant  with  no 
State  matching  funds  required.     It  will  be  funded  at  95  percent  of  ongoing 
FY  1982  administrative  expenses  for  these  programs,  and  will  result  in  a 
return  to  the  States  of  greater  responsibility  for  managing  them.     The  CWA 
will  reduce  Federal  payments  for  administrative  purposes  and  give  the 
States  incentive  and  flexibility  to  operate  these  programs  more 
efficiently. 

The  President's  appropriation  request  of  $1,655,000,000  for  this  account 
includes  $1,914,000,000  less  $259,000,000  requested  to  be  appropriated 
assuming  congressional  action  on  proposed  legislation  as  follows: 

Current  law  appropriation  request   $1,914,000,000 

Impact  of  legislative  changes: 

—  Fund  the  Consolidated  Welfare  Administration 
at  95  percent  of  FY  1982  administrative 
expenses  for  the  Medicaid  and  maintenance 

assistance  programs   -$259,000,000 


General  Statement 


Total,  appropriation  request  in  President's 
budget  


$1,655,000,000 
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Rationale  for  the  Budget  Request 

The  FY  1983  request  will  provide  grants  to  the  50  States  and  the  District 
of  Columbia  for  their  administrative  expenses  in  operating  the  maintenance 
assistance,  grants  to  States  for  Medicaid,  and  food  stamp  programs.  It 
replaces  open-ended  matching  funding  for  these  three  programs  with  a  single 
payment  to  the  States  with  no  matching  requirement.     Administrative  costs 
are  being  funded  at  95  percent  of  the  FY  1982  level  to  take  into  account 
the  savings  achievable  by  efficiencies  available  for  the  States  under  this 
proposal.     This  appropriation  does  not  include  activities  designed  to 
control  fraud  and  abuse,  which  will  continue  to  be  funded  by  the  individual 
programs  separately. 

Regulatory  Activities 

Neither  the  Social  Security  Administration  nor  the  Ofice  of  Child  Support 
Enforcement  is  a  regulatory  agency.     SSA/OCSE  regulations  closely  parallel 
authorizing  statutes  and  do  not  impose  a  compliance  cost  on  the  private 
sector  or,  with  limited  exceptions,  on  the  States.     No  regulations  have  had 
cost  impact  of  a  significance  great  enough  to  require  regulatory  Impact 
analysis  under  Executive  Order  12291,  which  is  intended  to  identify  Federal 
regulations  with  large  compliance  costs. 

In  a  broad  sense,  all  the  Agency's  employees  are  engaged  in  carrying  out 
the  law  and  regulations.     Approximately  95  work-years  are  devoted  to  the 
specific  task  of  developing  and  promulgating  regulations  for  the  programs 
which  SSA  and  OCSE  administer. 


93-481   0—82  54 
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SOCIAL  SECURITY  AIMINISTRATION 
Energy  and  Emergency  Assistance 
[For  carrying  out  Title  XXVI  of  the  Cmnlbus  Budget  Reconciliation  Act  of  1981 

$1,752.-000,000] . 

For  making  payments  to  States  under  title  XXVI  of  the  Omnibus  Budget 
Reconciliation  Act  of  1981  and  sections  403(a)(5)  and  406(e)  of  title  IV  of 
the  Social  Security  Act,  $1,300 ,000 ,000  which  shall  be  the  maximum  amount 
available  for  that  purpose:    Provided,  That  from  such  appropriation  an  amount 
shall  be  allotted  to  each  State  equal  to  $1,260,000,000  multiplied  by  the 
State's  allotment  percentage  under  section  2604  of  the  Omnibus  Budget 
Reconciliation  Act  of  1981  and  the  remainder  shall  be  allotted  among  the 
States  in  proportion  to  each  State's  share  of  the  total  amount  received  by  all 
States  for  quarters  in  fiscal  year  1981  for  emergency  assistance  under  Part  A 
of  title  IV  of  the  Social  Security  Act.  — / 


—  The  language  assumes  enactment  of  legislation  which  will  be  proposed  to 
amend  the  low  income  home  energy  assistance  program  (LIHEAP) 
authorization.    This  legislation  will  reduce  the  level  of  Federal 
involvement  in  the  program  and  broaden  the  coverage  of  the  block  grant  to 
Include  activities  authorized  by  sections  403(a)(5)  and  406(e)  of  the 
Social  Security  Act  (emergency  assistance  activities)  which  were  previously 
funded  by  the  assistance  payments  appropriation.    Emergency  assistance 
activities  will  then  be  funded  from  this  appropriation  and  included  in  the 
energy  and  emergency  assistance  block  grants.    This  appropriation  also 
includes  funds  for  Federal  administrative  costs. 
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Language  Analysis 

Language  Provision 

Explanation 

"Provided,  That  from  such 
appropriation  an  amount  shall  be 
allotted  to  each  State  equal  to 
$1,260 ,000 ,000 ,000  multiplied  by  the 
State's  allotment  percentage  under 
section  2604  of  the  Omnibus  Budget 
Reconciliation  Act  of  1981  and  the 
remainder  shall  be  allotted  among 
the  States  in  proportion  to  each 
State's  share  of  the  total  amount 
received  by  all  the  States  for 
quarters  in  fiscal  year  1981  for 
emergency  assistance  under  Part  A  of 
title  IV  of  the  Social  Security 
Act." 

This  language  provision  provides 
differential  allocation  formulas  for 
the  energy  and  emergency  assistance 
components  of  the  FY  1983  block 
grant.    States  will  receive  an 
allocation  comprised  of  an  amount 
based  upon  the  allocation  formula 
mandated  by  Congress  in  the  Low 
Income  Home  Energy  Assistance  Act  of 
1981  applied  to  the  energy 
assistance  component  of  the  total 
request  ($1,260,000,000)  after 
subtracting  funds  for  Federal 
adrninistrative  expenses 
($2,200,000).    The  net  total 
distributed  to  the  States  by  this 
formula  after  deducting  Federal 
administrative  costs  is 
$1,257,800,000.    States  will  also 
receive  an  amount  representing  a 
share  proportional  to  the  percentage 
of  total  funds  previously  received 
by  the  State  for  emergency 
assistance  activities. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
SOCIAL  SECURITY  ADMINISTRATION 

Energy  and  Emergency  Assistance 

Amounts  Available  for  Obligation 

FY  1981  FY  1982 

Actual  Estimate 

Appropriation                     $1,850,000,000  '  '  $l,752,000,000i{. 

($1,907 ,488, OOOX2/  ($1,812,700, 000)2/ 

Rescission 

(P.L.  97-12)  l7                          -500,000  — 

Subtotal  adjusted 

budget  authority                $1,849,500,000  $1,752,000,000  _ 

( $1,906, 988, 000  )iL  ( $1,812, 700, 000 X2/ 

Unobligated  balance 

lapsing                                    2,446,000  — 

Total  Obligations....    $1,847,054,000  $1,752,000,000 

($1,904,542,000)2/  ($1,812,700,000)2/ 


FY  1983 
Estimate 

$1,300,000,000 


$1,300,000,000 


$1,300,000,000 


±1  Congress  originally  appropriated  $1,850,000,000.    However,  P.L.  97-12,  the  Supplemental 
Appropriation  and  Rescission  Act  of  1981,  included  a  rescission  of  $500,000  from 
Federal  administrative  expenses. 

—  The  emergency  assistance  program  previously  was  funded  from  the  assistance  payments 
appropriation.    Beginning  with  the  FY  1983  request,  funding  of  emergency  assistance 
activities  will  be  incorporated  into  the  energy  and  emergency  assistance  block  grant. 
The  combined  total  of  low  income  home  energy  assistance  funds  and  emergency  assistance 
funds  are  shown  parenthetically  for  comparison.    The  amounts  included  for  emergency 
assistance  activities  represent  program  costs  for  each  year. 

-2/  Decisions  on  FY  1982  pay  raise  absorption  are  not  reflected  in  this  budget.  Thus,  the 
FY  1982  base  includes  no  funds  for  the  October  1981  Federal  pay  raise  increase  pending 
such  decisions. 
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Summary  of  Changes 


FY  1982  Estimate,  budget  authority   $1,752,000,000 

($1,812, 700,000 W 

FY  1983  Estimate,  budget  authority   $1,300,000,000 

Net  change  ,   -$452,000,000 

(-$512, 700, 000  )1X 

FY  1982  Base  Change  from  Base 

Pos.  Amount  Pos.  Amount 


Decreases: 
Program: 

1.  Savings  from  ccimbining 
emergency  assistance 
activities  with  energy 
assistance  activities 
reflect  the  States' 
increasing  experience 
in  targeting  energy  funds 
to  those  who  truly  need 
them,  increased 
flexibility  and 
reduced  Federal 
requirements.  The 
decrease  also  reflects 
overall  leveling  off  in 

energy  price  increases     $1,749,000,000 


  -$451,200,000 

(-$511, 900,000)1'' 


Reduced  administrative 
costs  resulting  from 

simplified  program   40  3,000,000        —  -800,000 

Net  change     -$452,000,000  .. 

  (-$512,700,000)1/ 


±1  The  emergency  assistance  program  previously  was  funded  from  the  assistance  payments 
appropriation.    Beginning  with  the  FY  1983  request,  funding  for  emergency  assistance 
activities  will  be  incorporated  into  the  energy  and  emergency  assistance  block  grant, 
funded  from  this  appropriation.    The  combined  total  of  low  income  home  energy 
assistance  funds  and  emergency  assistance  funds  are  shown  parenthetically  for 
comparison.    The  amounts  included  for  emergency  assistance  activities  represent  program 
costs  for  each  year. 
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Budget  Authority  by  Activity 


FY  1981  FY  1982  FY  1983 

Actual  Estimate  Estimate 


Grants  to  States   $1,756,637,000       $1,749,000,000  $1,297,800,000 

Energy  crisis 

assistance   89,363,0002/  —  — 

Federal  administra- 
tive costs   3,500,000  3,000,000  2,200,000 

Positions   40  40  40 

Emergency  assist- 
ance V   (57,488,000)1/        (60,700,000)1/  — 

Total,  budget 

authority   $1,849,500,000        $1,752,000,000  $1,300,000,000 

(Obligations)   (1,847,054,000) 

Positions   40  40  40 

(including 
emergency  assist- 
ance 1/   (1,906,988,000)1/  (1,812,700,000)1/ 

(Obligations)   (1,904,542,000) 


1/    The  emergency  assistance  program  previously  was  funded  from  the  assistance 
payments  appropriation.    Beginning  with  the  FY  1983  request,  funding  for 
emergency  assistance  activities  will  be  incorporated  into  the  energy  and 
emergency  assistance  block  grant.    The  previously  budgeted  emergency  assistance 
amounts  are  shown  parenthetically  for  comparison.    The  amounts  included  for 
emergency  assistance  activities  represent  program  costs  for  each  year. 

2/    Includes  $87,500,000  designated  for  energy  crisis  assistance  and  $1,863,000  from 
the  additional  funds  appropriated  to  guarantee  States  75  percent  of  the  funding 
level  they  would  have  received  using  the  allocation  formula  in  the  Home  Energy 
Assistance  Act  of  1980. 
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Budget  Authority  by  Object 


Increase 

FY  1982  FY  1983  or 

Estimate  Estimate 


Total  number  of 

permanent  positions   40  40  — 

Full-time  equivalent  of 

all  other  positions   11  —  -11 

Total  compensable 

work-years   52  41  -11 


Personnel  compensation: 

Permanent  positions   $1,300,000  $1,300,000  $ — 

Positions  other  than 

permanent   358,000  —  -358,000 

Other  personnel 

compensation   31,000  15,000  -16,000 

Subtotal,  personnel 

compensation   $1,689,000  $1,315,000  -$374,000 

Personnel  benefits   169,000  127,000  -42,000 

Travel  and  transportation 

of  persons   310,000  105,000  -205,000 

Transportation  of  things....  10,000  8,000  -2,000 
Standard  level  user 

charges   97,000  75,000  -22,000 

Communications,  utilities 

and  other  rents   90,000  40,000  -50,000 

Printing  and  reproduction...  35,000  15,000  -20,000 

Other  services   580,000  505,000  -75,000 

Supplies  and  materials   17,000  8,000  -9,000 

Equipment   3,000  2,000  -1,000 

Grants,  subsidies  and 

contributions   1,749,000,000       1,297,800,000  -451,200,000 

Total,  budget  authority...    $1,752,000,000     $1,300,000,000  -$452,000,000 
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Energy  and  Emergency  Assistance 
Significant  Items  in  House  and  Senate 
Appropriations  Committee  Reports 


Item 

FY  1982  House  Report 

The  committee  requested  the 
Secretary  to  report  such  uniform 
data  as  is  necessary  to  oversee  and 
evaluate  the  program  (p. 77). 


Action  Taken  or  to  be  Taken 

The  FY  1982  low  income  home  energy 
assistance  program  is  currently 
under  way.    The  Secretary  plans  to 
provide  a  complete  report  on  the 
FY  1982  program  once  sufficient  data 
becomes  available.    In  the  interim, 
the  Secretary  will  supply  the 
committee  with  data  on  the  FY  1981 
program  and  interim  data  on  the 
FY  1982  program  based  on  the  State 
plans. 


FY  1982  Senate  Report 

The  committee  directed  the  Secretary 
to  establish  procedures  to  ratably 
reduce  the  allotment  formulas  of  the 
Home  Energy  Assistance  Act  of  1980  , 
consistent  with  the  rules  provided 
by  the  Continuing  Resolution 
approved  December  16,  1981  (Public 
Law  96-536)  (p. 103). 


As  the  committee  directed,  all  State 
allocations  were  reduced 
proportionally  in  the  formula  by 
which  State  allocations  were 
determined  based  on  the  total  amount 
of  funds  available  in  FY  1982. 
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Authorizing  Legislation 

FY  1982  FY  1983        FY  1983 

Amount  FY  1982  Amount  Budget 

Authorized       Estimate       Authorized  Request 

Section  403(a)(5) 
and  406(e)  of  the 
Social  Security 

Act   Indefinite  $60,700,000     

Low  Income  Home 
Energy  Assistance 
Act  of  1981 
(Title  XXVI  of  the 
Cmnibus  Budget 
Reconciliation 

Act  of  1981)  $1,875,000,000  $1,752,000,000     

Low  Income  Home 
Energy  Assistance 
Act  of  1981 
(Title  XXVI  of  the 
Omnibus  Budget 
Reconciliation 
Act  of  1981),  as 

amended       $1,875,000,000  $1,300,000,000 
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Energy  and  Emergency  Assistance 
Table  of  Estimates  and  Appropriations 


203 


Fiscal 
Year 

1980 
1981 
1982 
1983 


Budget 
Estimate 
to  Congress 


House 
Allowance 


Senate 
Allowance 


$1,600,000,000        $1,600,000,000  $1,600,000,000 
( $1,644, 100, 000  )£7  ($1,644, 100, 000)2./($l, 644, 100, OOO)^/ 

$2,200,000,000  $1,850,000,000 
( $2 , 246 , 000 , 000  )£.'  ( $1 , 896 , 200 , 000  )£t 


$1, 400,000,000^ 


$1,300,000,000 


$1 ,800,000, oooi/  .  $1 , 650 , 000 , oooll . 
( $ 1 , 860 , 700 , 000  jl'  ( $ 1 , 700 , 700 , 000  )lx 


4/ 


Appropriation 

$1,600, 000,000^/ 
($1,644, 100, 000) -V 

$1,849,500,0002/ 
($1,906,788,000)1/ 

$1,752, 000, oooi/ 

($1,812,700,000)2/ 


1/    Appropriated  to  the  Community  Services  Administration. 

2/   The  emergency  assistance  program  previously  was  funded  from  the  assistance  payments 
appropriation.    Beginning  with  the  FY  1983  request,  funding  for  emergency  assistance 
activities  will  be  incorporated  into  the  energy  and  emergency  assistance  block 
grant.    The  combined  total  of  low  income  energy  assistance  funds  and  emergency 
assistance  funds  are  shown  parenthetically  for  comparison.    The  amounts  included  for 
emergency  assistance  activities  represent  program  costs  for  each  year. 

V   Congress  originally  appropriated  $1,850,000,000.    However,  P.L.  97-12,  the 

Supplemental  Appropriations  and  Rescission  Act  of  1981,  included  a  rescission  of 
$500,000  from  Federal  administrative  expenses. 

4/   The  President's  FY  1982  budget  estimate  to  Congress  ($1,400,000,000)  reflected  a 
proposal  to  combine  the  emergency  assistance  program  and  the  low  income  energy 
assistance  program  into  an  energy  and  emergency  assistance  block  grant.    However,  when 
Congress  enacted  the  Low  Income  Home  Energy  Assistance  Act  of  1981  as  part  of  the 
Omnibus  Budget  Reconciliation  Act  of  1981  (P.L.  97-35),  funding  for  emergency 
assistance  activities  was  continued  from  the  assistance  payments  appropriation.  The 
House  and  Senate  allowance  levels  and  the  appropriation  level  for  the  low  income  home 
energy  assistance  program  in  FY  1982,  therefore,  did  not  include  funds  for  emergency 
assistance  activities.    The  approved  appropriation  level  amount  shown  in  the  last 
column  reflects  the  FY  1982  funds  appropriated  under  the  third  continuing  resolution 
for  FY  1982,  P.L.  97-92.    Tne  total  amount  made  available  before  the  4  percent 
reduction  mandated  by  P.L.  97-92  was  $1,825,000,000. 
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Justification 
Energy  and  Emergency  Assistance 


FY  1982  Increase 
Current  FY  1983  or 

Estimate  Estimate  Decrease 


Energy  and  Emergency 
Assistance : 

Low  Income  home  energy 

assistance  program  grants.  $1,749,000,000  $1,297,800,000  -$451,200,000 
Federal  administrative 

costs   3,000,000               2,200,000  -800,000 

Total,  budget  authority...  $1,752,000,000       $1,300,000,000  -$452,000,000 

Permanent  positions   40                        40  — 

Work-years   52                        4l  -11 


General  Statement 


The  low  Income  home  energy  assistance  program  provides  assistance  to  low  income  households 
in  meeting  the  rising  costs  of  energy.    The  program  was  authorized  by  Title  XXVI  of  the 
Omnibus  Budget  Reconciliation  Act  of  1981  (P.L.  97-35).    It  was  designed  to  replace  the 
low  income  energy  assistance  program  as  authorized  by  Title  III  of  the  Crude  Oil  Windfall 
Profits  Tax  Act  which  expired  at  the  end  of  FY  1981.    Under  the  program,  funds  are  provided 
through  block  grants  to  States,  Indian  tribes,  Puerto  Rico  and  the  territories  for  their 
use  in  programs  tailored  to  meet  the  unique  energy  requirements  of  their  jurisdictions. 
In  FY  1983  funds  also  will  be  provided  to  meet  emergency  income  maintenance  and  related 
needs. 

Highlights  of  the  FY  19 82-1 983  Budget  Request 

The  FY  1983  energy  and  emergency  assistance  grant  includes  several  new  proposals  which 
build  upon  the  increased  State  flexibility  provided  by  Congress  in  the  FY  1982  program. 
In  addition  to  providing  funds  to  States  to  provide  assistance  to  low  income  households 
for  energy  needs,  the  FY  1983  energy  and  emergency  assistance  program  will  be  expanded  to 
include  funds  for  other  types  of  emergency  needs.    The  FY  1983  request  will  provide  grants 
for  States  to  provide  temporary  home  energy  financial  assistance  (or  food,  clothing,  or 
shelter),  emergency  medical  care,  social  services,  or  other  forms  of  assistance  to  needy 
individuals  and  families. 


Previously,  funds  for  emergency  assistance  were  provided  to  States  through  categorical 
formula  grants  and  funded  from  the  assistance  payments  account.    Prior  to  the  block  grant 
approach,  a  large  number  of  States  did  not  operate  emergency  assistance  programs.  This 
was  attributed  partly  to  the  restrictive  nature  of  some  of  the  Federal  regulations  and 
requirements . 
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Under  the  proposed  energy  and  emergency  assistance  block  grant,  States  will  have  broad 
flexibility  in  deciding  what  kinds  of  assistance  will  best  serve  their  citizens.  This 
increased  flexibility  reflects  the  intent  of  Congress  in  establishing  the  Low  Income  Home 
Energy  Assistance  Act  of  1981  to  provide  States  with  the  maximum  flexibility  needed  to 
target  funds  to  meet  the  special  needs  of  their  jurisdictions.  The  provisions  of  this 
legislation  govern  the  administration  of  the  program  in  FY  1982. 

Some  of  the  features  of  the  present  program  which  allow  this  flexibility  and  targeting  of 
funds  include  the  following  provisions: 

-  States  may  spend  up  to  15  percent  of  their  allocations  for  low-cost  weatherization 
programs  or  energy  related  home  repairs.    Previously,  States  were  precluded  from 
using  their  funds  for  most  forms  of  weatherization. 

-  States  are  allowed  to  reserve  up  to  25  percent  of  their  allocations  for  use  in  the 
next  fiscal  year.  This  will  allow  States  to  save  funds  in  mild  winters  for  future 
use  without  danger  of  losing  their  funds. 

-  States  may  transfer  up  to  10  percent  of  their  funds  to  other  block  grants  depending 
upon  where  they  are  most  needed  in  a  particular  year. 

-  In  previous  years  the  Community  Services  Administration  (CSA)  received  program  funds 
to  operate  energy  crisis  assistance  programs.    CSA  was  abolished  at  the  end  of 

FY  1981.  Under  the  current  legislation,  States  are  allowed  to  reserve  funds  out  of 
their  allocations  to  provide  energy  crisis  intervention  services. 

-  States  may  use  up  to  10  percent  of  their  grants  for  administrative  expenses. 

In  FY  1983  the  Intent  is  to  provide,  States  with  even  greater  flexibility.    This  is 
consistent  with  the  Administration's  goal  of  giving  each  State  the  maximum  ability  to 
target  funds  according  to  the  unique  conditions  of  each  jurisdiction. 

The  FY  1983  request  also  includes  $2,200,000  and  4l  work-years  for  Federal  administrative 
costs  needed  to  provide  grants  to  States,  Indian  tribes,  and  other  jurisdictions.  This 
request  represents  a  27  percent  reduction  in  administrative  costs  and  assumes  passage  of 
legislation  to  continue  to  simplify  the  energy  program  in  a  manner  consistent  with  the 
reduced  Federal  involvement  reflected  in  the  Low  Income  Home  Energy  Assistance  Act  of 
1981.    The  need  for  Federal  technical  assistance  will  also  be  less  due  to  the  States'  and 
other  jurisdictions'  growing  experience  in  operating  their  programs. 

Regulatory  Activities 

Neither  the  Social  Security  Administration  nor  the  Office  of  Child  Support  Enforcement  is 
a  regulatory  agency.    SSA/OCSE  regulations  closely  parallel  authorizing  statutes  and  do 
not  Impose  a  compliance  cost  on  the  private  sector  or,  with  limited  exceptions,  on  the 
States.    No  regulations  have  had  cost  Impact  of  a  significance  great  enough  to  require 
regulatory  impact  analysis  under  Executive  Order  12291,  which  is  intended  to  identify 
Federal  regulations  with  large  compliance  costs. 

In  a  broad  sense,  all  the  Agency's  employees  are  engaged  in  carrying  out  the  law  and 
regulations.    Approximately  95  work-years  are  devoted  to  the  specific  task  of  developing 
and  promulgating  regulations  for  the  programs  which  SSA  and  OCSE  administer. 
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Program  Accomplishments 

In  the  past  five  years  the  low  income  engery  assistance  program  has  changed 
significantly.    For  FY  1977-1979  Congress  appropriated  $200,000,000  each  year  to  the 
Community  Services  Administration  for  a  Federal  program  to  help  low-income  families  pay 
their  fuel  bills  and  avoid  utility  cut-offs. 

Due  to  rapid  increases  in  the  cost  of  home  energy,  beginning  in  FY  1980,  Congress  enacted 
energy  assistance  programs  which  significantly  increased  the  Federal  financial  role  in 
helping  low-income  households  meet  the  rising  cost  of  home  energy.    The  primary  emphasis 
of  these  programs  was  upon  distributing  funds  in  a  timely  manner  to  supplement  the  income 
of  low  income  households  during  the  heating  season.    The  following  table  shows  the 
accomplishments  of  these  programs  in  distributing  these  funds: 

 Fiscal  Year  

1980  T98T  1982  (est.) 

Appropriation   $1,600,000,000         $1,849,500,000  $1,752,000,000 

Number  of  house- 
holds assisted....  9,690,000  7,112,000  1/  —  -i-7 

Average  payment 

per  household   $151  $226  1/  —  2/ 

Maximum  payment...  $1,478  $1,5871/  —  - 


—  The  amounts  represent  fourth  quarter  data  for  47  States  and  24  Indian  tribes,  and 
third  quarter  data  for  4  States  and  31  Indian  tribes  for  heating  assistance  under  the 
HHS  program  (excludes  $89,363,000  transferred  to  the  Community  Services 
Administration) . 

—  States  were  not  required  to  supply  estimates  with  their  FY  1982  applications.    Data  on 
the  FY  1982  program  is  not  yet  available. 
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The  FY  1981  Low  Income  Energy  Assistance  Program 


The  FY  1981  low  income  energy  assistance  program  was  authorized  by  Congress  under  title 
HI  of  the  Crude  Oil  Windfall  Profits  Tax  Act  of  1979  (P.L.  96-223).    The  following  data 
on  the  FY  1981  low  income  energy  assistance  program  presents  additional  information  on  the 
operation  and  accomplishments  of  the  most  recently  completed  program. 

— By  statute,  the  maximum  LTF.AP  benefit  was  $750  per  household.    However,  11  States 

received  waivers  of  this  provision.    North  Dakota's  waiver  resulted  in  the  maximum  LIEAP 
benefit  of  $1,587.    The  other  10  States  which  made  payments  over  $750  per  household 
included:    Alaska,  California,  Connecticut,  Michigan,  Minnesota,  Montana,  Utah,  Vermont, 
Wisconsin  and  Wyoming. 

— Eleven  States  made  automatic  energy  assistance  payments  to  2,802,000  categorically 
eligible  households,  accounting  for  40  percent  of  the  total  number  of  households 
assisted.    A  number  of  these  households  also  received  heating  assistance  benefits  by 
completing  LIEAP  application  forms.    The  States  making  automatic  payments  included: 
Arkansas,  California,  Hawaii,  Illinois,  Louisiana,  Michigan,  New  Jersey,  New  York, 
Oregon,  Texas  and  Wisconsin. 

— Twenty  States  made  medically  necessary  cooling  assistance  payments.  The  expenditure 
and  households  assisted  data  for  these  States  are  displayed  below: 

Cooling  Households 
Dollars  Served 


Arizona   $240,000  4,000l/ 

Arkansas   2,8l4,634l/  4l,509=-y 

District  of  Columbia                           21,857  700 

Florida   .,186,678  32,910 

Illinois   3,054,808  30,000 

Kansas                                              69,616  1,000 

New  Jersey                                          5,000  443i-y 

Tennessee                                          243,009..  1,620 

1    Texas   7,611,949=-  82,592-i7 

Virginia   1,029,399  6,000 

Kentucky   1,112,140  2,000 

Minnesota                                        172,500  892-i/ 

Missouri   4,450,000  55,790 

Nevada                                             192,829=-'  l,l89f 

Georgia                                           800,000  7,745=-' 

Mississippi   2,918,306  16,676 

Indiana   3,108,699  — 

Louisiana   2,500,000  55,000 

Nebraska   3,500,000  9,297- 

Oklahoma                                          900,000  32,645l/ 


20  States   $36,931,424  $382,008 


1/    Data  represent    actual  numbers  reported.    Data  for  other  States  represents  their 
projections. 

Tne  mandate  of  the  program  was  to  distribute  energy  assistance  funds  in  a  timely  manner  to 
tne  low  income  population.    As  the  accomplishments  above  demonstrate,  substantial  numbers 
of  low  income  households  have  received  help  at  a  time  when  it  was  truly  needed. 
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Program  Grants 

Authorizing  legislation:    Title  XXVI  of  the  Omnibus  Budget  Reconciliation  Act  of  1981. 


Increase 

FY  1982  PY  1983  or 

Estimate  Estimate  Decrease 


Program  Grants: 


Low  income  home  energy 
assistance  program  grants — 

Budget  authority   $1,7^9,000,000    $1,297,800,000  -$451,200,000 

Grants  to  other 
jurisdictions — 

Budget  authority   ($2,396,000)       ($1,778,000)  (-$618,000) 


Purpose  and  Method  of  Operation 

1.    Grants  to  States  -  This  activity  provides  grants  to  States  and  Indian  tribes  to  aid 
low  income  households  through  payments  to  eligible  households,  energy  suppliers,  and 
building  operators.    This  assistance  is  primarily  directed  toward  meeting  the  rising 
costs  of  heating  but  can  be  used  for  medically  necessary  cooling  costs.    In  FY  1983, 
as  described  above,  the  program  will  authorize  the  use  of  funds  for  other  types  of 
financial  emergencies,  emergency  medical  care,  or  social  services. 

The  law  requires  that  the  highest  energy  payments  go  to  those  households  with  the 
lowest  income  and  highest  energy  costs  in  relation  to  income.    Households  may 
currently  be  eligible  if  one  or  more  individuals  meet  any  of  the  following  conditions: 

— receive  Aid  to  Families  with  Dependent  Children  payments 

— receive  Supplemental  Security  Income  payments 

— receive  Food  Stamps 

—receive  certain  Veterans  payments 

— income  does  not  exceed  150  percent  of  the  poverty  level  of  their  State 
— income  does  not  exceed  60  percent  of  the  State  median  income  level. 

The  States  are  allowed  maximum  flexibility  In  determining  payment  levels  and  types  of 
payments  including: 

— energy  checks 
— energy  coupons 
— energy  vouchers 

— lines  of  credit  with  energy  suppliers. 
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Grant  funds  may  also  be  used  to  pay  State  administrative  costs  including  the  cost  of 
planning,  operating,  evaluating  and  conducting  fiscal  and  substantive  reviews  of  the 
program. 

2.    Grants  to  other  jurisdictions  -  Block  grants  are  also  provided  to  Puerto  Rico  and  the 
Insular  areas  for  assistance  to  low  Income  households  in  meeting  energy  costs. 
Section  2604  of  the  Omnibus  Budget  Reconciliation  Act  of  1981  requires  the  Secretary 
to  apportion  between  one  tenth  and  one  half  of  one  percent  of  total  low  Income  energy 
assistance  funds  to  these  jurisdictions. 

Rationale  for  the  Budget  Request 

The  FY  1983  request  is  based  on  amending  the  low  income  home  energy  assistance  program  to 
include  funds  for  emergency  assistance  activities  as  well  as  low  income  energy  assistance 
activities  in  the  State  block  grants,    The  reduced  level  of  funding  requested  is  a 
reflection  of  the  States'  growing  flexibility,  experience  and  ability  to  target  limited 
resources  to  where  they  are  most  needed,    when  the  energy  program  was  first  enacted,  the 
emphasis  was  on  rapidly  distributing  funds  to  large  numbers  of  low  income  households  In 
the  face  of  large  and  sudden  fuel  price  increases.    The  direction  of  subsequent  programs 
has  been  to  exclude  people  whose  vulnerability  is  limited  and  to  increase  State 
flexibility  to  target  the  funds  to  those  who  are  most  in  need  of  them.    In  the  years  since 
the  program  started,  the  increase  in  fuel  prices  has  moderated  substantially.    Many  of  the 
low  income  households  which  traditionally  have  received  the  largest  share  of  energy 
assistance  funds  have  received  cost-of-living  raises,  changes  in  need  standards,  food 
stamp  increases,  HUD  subsidies,  energy  allowances  and  other  adjustments  In  income 
maintenance  programs.    Those  benefit  changes  have  reflected  energy  price  increases. 

Under  the  block  grant  approach  Initiated  in  the  Low  Income  Home  Energy  Assistance  Act  of 
1981,  States  can  transfer  funds  among  block  grants  when  and  to  where  they  are  most 
needed.    Up  to  25  percent  of  these  funds  can  be  carried  over  from  one  fiscal  year  to  the 
next  reflecting  the  States'  ability  to  adjust  their  programs  and  save  funds  according  to 
the  severity  of  the  seasons.    Funds  can  now  be  used  for  weatherization  which  provides  low 
income  households  with  permanent  savings.    The  amended  program  continues  the  emphasis  and 
need  for  States  to  use  limited  resources  to  help  those  who  truly  need  energy  assistance 
based  on  the  States'  growing  experience  in  operating  the  program  and  targeting  their 
funds. 


93-481   0—82  55 
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Federal  Administration 
Authorizing  legislation:    Title  XXVI  of  the  Omnibus  Budget  Reconciliation  Act  of  1981. 


Increase 

FY  1982  FY  1983  or 

Estimate         Estimate  Decrease 


Budget  Authority   $3,000,000        $2,200,000  -$800,000 

Permanent  positions .......  40  40  — 

Work-years   52  41  -11 


Purpose  and  Method  of  Operation 

This  activity  provides  funds  for  the  Social  Security  Administration  to  administer  the 
energy  and  emergency  assistance  block  grants  for  States,  Indian  tribes,  Puerto  Rico  and 
the  territories.    Social  Security  Administration  staff  activities  include  reviewing  State 
plans,  providing  grants  to  the  States  and  other  jurisdictions,  financial  tracking  and 
accounting,  and  preparing  the  annual  report  to  Congress. 

Rationale  for  the  Budget  Request 

The  FY  1983  request  includes  $2,200,000  and  41  work-years  for  Federal  administrative 
costs — a  27  percent  reduction  from  the  FY  1982  funding  level  for  this  activity.    One  of 
the  main  purposes  of  Congress  in  passing  the  Low  Income  Home  Energy  Assistance  Act  of  1981 
was  to  reduce  the  level  of  Federal  involvement  and  the  burden  of  Federal  regulations  upon 
the  States.    The  law  prohibits  the  Federal  Government  from  prescribing  to  the  States  the 
form  in  which  they  must  meet  program  requirements.    In  addition,  many  cumbersome 
monitoring  and  reporting  provisions  of  the  previous  energy  program  have  been  removed. 
Details  of  the  current  Federal  administrative  workload  are  described  in  the  FY  1982 
reprogramming  letter  forwarded  to  the  Committees  by  the  Secretary  on  January  9,  1982. 

The  FY  1983  request  represents  a  27  percent  reduction  in  Federal  administrative  costs  and 
assumes  enactment  of  legislation  to  simplify  the  program.    The  budget  assumes  reduced 
Federal  involvement  in  the  following  areas: 

—  requirements  for  compliance  and  monitoring  reviews  will  be  curtailed 

—  the  need  for  technical  assistance  to  the  States  and  other  jurisdictions  will  be  less 
due  to  their  growing  experience  in  operating  their  program. 
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Energy  and  Emergency  Assistance  Grants 

FY  1981  FY  1982  FY  1983 

State  Actual  Estimate  Estimate 

Alabama   $15,076,782  $15,021,583  $10,821,724 

Alaska   7,123,855  9,588,620  6,907,754 

Arizona   6,136,748  7,264,615  5,233,513 

Arkansas   11,504,297  11,462,177  8,275,616 

California   80,882,545  80,586,417  58,055,395 

Colorado   28,201,219  28,097,968  20,242,104 

Connecticut   36,789,478  36,654,784  27,081,440 

Delaware   4,883,091  4,865,213  3,576,892 

District  of  Columbia...  5,713,468  5,692,550  4,683,481 

Florida   24,975,977  23,768,631  17,123,199 

Georgia   18,861,795  18,792,738  13,538,507 

Hawaii   1,899,493  1,892,539  1,363,407 

Idaho   10,744,763  10,960,073  7,895,765 

Illinois   101,826,954  101,454,144  73,278,237 

Indiana   46,104,377  45,935,579  33,092,527 

Iowa   28,174,799  32,555,169  23,453,124 

Kansas   14,920,497  14,950,789  11,082,443 

Kentucky   23,992,570  23,904,729  17,876,852 

Louisiana   15,413,687  15,357,254  11,063,545 

Maine   26,568,156  '  23,746,457  17,107,225 

Maryland   28,169,247  28,066,114  21,197,009 

Massachusetts   79,791,153  73,321,720  54,858,237 

Michigan   107,767,358  96,321,812  74,602,871 

Minnesota   69,649,410  69,394,409  51,078,591 

Mississippi   13,417,719  12,878,667  9,277,942 

Missouri   36,273,651  40,524,736  29,255,316 

Montana   10,838,285  12,855,480  9,280,537 

Nebraska   13,040,000  16,099,784  11,696,726 

Nevada  .   3,424,511  3,411,973  2,458,025 

New  Hampshire   13,929,307  13,878,309  9,998,096 

New  Jersey   68,317,949  68,067,823  49,997,747 

New  Mexico   8,129,730  9,094,792  6,551,994 

New  York   223,068,441  222,251,740  175,432,644 

North  Carolina   33,243,961  33,122,248  23,861,654 

North  Dakota   7,439,419  13,964,931  10,060,499 

Ohio   90,081,158  89,751,352  71,330,367 

Oklahoma   15,448,567  13,807,913  10,394,784 

Oregon   21,857,131  21,777,108  16,420,118 

Pennsylvania   119,820,643  119,381,954  86,087,785 

Rhode  Island   12,113,523  12,069,173  8,694,773 

South  Carolina   13,347,818  11,930,198  8,594,652 

South  Dakota   9,789,938  11,341,971  8,170,888 

Tennessee   24,303,957  24,214,976  17,444,751 

Texas   39,688,375  39,543,067  28,487,287 

Utah   12,769,984  13,057,190  9,406,552 

Vermont   10,440,512  10,402,287  7,584,579 

Virginia   37,659,435  34,187,661  24,651,999 

Washington   31,679,544  35,820,344  26,826,525 

West  Virginia   15,877,699  15,819,567  11,651,591 

Wisconsin   59,194,479  62,464,942  45,038,487 

Wyoming   3,353,156  5,227,819  3,842,796 


866 


FY  1981  FY  1982  FY  1983 

State  Actual   Estimate  Estimate 


American  Samoa                $    $          38,175  $  27,501 

N.  Marianas   30,333  29,070  20,942 

Guam   87,333  83,697  60,296 

Puerto  Rico   2,167,835  2,077,575  1,571,569 

Trust  Territory   92,083  88,249  63,576 

Virgin  Islands   82,583  79,145  67,544 

Indian  set  aside   8,969,474  —    — 

Subtotal   $1,755,150,252  $1,749,000,000  $1,297,800,000 

Adjustments   -131,252      


TOTAL   $1,755, 019, OOOi/    $1,749,000,000  $1,297,800,000 

—    Reflects  the  difference  between  State  and  national  estimates. 
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SOCIAL  SECURITY  ADMINISTRATION 
Limitation  on  Administrative  Expenses 

For  necessary  expenses,  not  more  than  [$3,017,000,000] 
$3,408,451,000  —     [may  be]    shall    remain  available   until  — / 
expended ,   as  authorized  by   section   201(g)(1)   of   the  Social 
Security  Act,   from  any  one  or  all   of   the   trust  funds   referred  to 
therein:     Provided,  That  travel  expense  payments  under  section 
1631(h)  of  such  Act  may  be  made  only  when  travel  of  more  than 
seventy-five  miles  is   required:      Provided  further,   That   none  of 
the  foregoing  amount   shall   be  available  for  the  purpose   of  making 
the  payment  provided  for  in  the   second   sentence  of  section 
223(d)(5)   of   such  Act:  — /  Provided  further.   That  amounts 
author ized  herein  may  be   used  to  provide  notices   under  sections 
205(b)  and   1631(c)(1)   of   such  Act   of   the  Secretary's  decisions 
involving  determinations  of  disabil ity  provided  that   such  notices 
must  contain  only   that  level   of   information  contained   in  such 
notices  prior   to  implementation  of   the  amendments  made  by  section 
305  of  P.L.    96-265:  Provided  further,   That  notwithstanding 

the  provisions  of   sections   206  and   1631(d)(2)  of   such  Act,  none 
of  the  foregoing  amount   may  be  expended  for  purposes   related  to 
the  fixing  of  reasonable  attorney s '   fees,   and  no  funds  from  the 
Federal   Old-Age  and  Survivors   Insurance  Trust  Fund  nor  the 
Federal   Disability   Insurance   Trust   Fund  may  be  certified  for 
payment   to  any  attorney  as  compensat  ion  for  represent  ing  a 
claimant   in  proceedings   before   the  Secretary  or  any  court,  except 
that   the  foregoing   should  not   be  construed   to  limit  the 
Secretary's  authority   under   sections    206   and    1631(d)(2)   of  such 
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Act   to  promulgate  regulations   that  prescribe   the  maximum  fees 
which  may  be  charged  by  attorneys  as   such  compensation :  —  / 
Provided  further ,   That  none  of   the  foregoing  amount   shall  be 
available  for  the  purpose  of  increasing  from  35  percent   to  65 
percent   the  percentage  of  State  disabil ity  determinations 
required  to  be  reviewed  under   section   221(c)(3):  Provided 
further,  That  $50,000,000  of  the  foregoing  amount  shall  be 
apportioned  for  use  pursuant  to  section  3679  of  the  Revised 
Statutes  (31  U.S.C.  665),  only  to  the  extent  necessary  to  process 
workloads  not  anticipated  in  the  budget  estimates,  for  automation 
projects ,  -7-/  and  to  meet  mandatory  increases  in  costs  of  agencies 
or  organizations  with  which  agreements  have  been  made  to 
participate  in  the  administration  of  titles  XVI  and  XVIII  and 
section  221  of  the  Social  Security  Act,  and  after  maximum 
absorption  of  such  costs  within  the  remainder  of  the  existing 
limitation  has  been  achieved:   [provided  further,  That  $24,591,000 
authorized  herein  shall  be  available  only  for  acquisition  of 
sites,  construction,  renovation,  and  equipment  of  facilities  and 
for  payments  for  principal,  interest,  taxes  and  any  other 
obligations  under  contracts  entered  into  pursuant  to  the  Public 
Buildings  Purchase  Contract  Act  of  1954  and  the  Public  Buildings 
Amendments  of  1972,  and  shall  remain  available  until 
expended : ]         [Provided  further,  That  none  of  the  funds  made 
available  In  this  Act  shall  be  used  to  implement  the  provisions 
of  section  2201  of  Public  Law  97-35  related  to  the  elimination 
from  the  rolls  or  reduction  in  benefits  of  persons  receiving  the 
so-called  minimum  benefit  as  of  October  1,   1981.]  ^ 
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Explanation  of  Language  Changes 


1/      The  appropriation  request  of  $3,408,451,000  assumes 
enactment  of  legislation  to  be  proposed  by  the 
Administration  that  will  save  an  estimated  $58.9  million  in 
administrative  costs.     If  this  legislation  Is  not  approved 
(through  appropriation  language  or  substantive  legislation) 
current  law  requirements  for  FY  1983  are  $3,467,351,000. 

2/      This  language  allows  the  Social  Security  Administration  to 
carry  over  into  the  next  fiscal  year  all  unobligated 
balances  from  this  account.     Previously,  carry-over 
authority  was  available  only  for  funds  designated  for  the 
Agency's  construction  activity  (see  footnote  #8).  The 
purpose  of  this  language  is  to  provide  funding  flexibility 
for  automatic  data  processing  (ADP)  and  telecommunications 
leases,  purchases  or  contracts  for  the  purpose  of 
modernizing  SSA's  systems.     Since  the  scheduling  of  ADP 
procurements  Involves  some  uncertainty,  this  will  assist  the 
Agency  in  better  coping  with  the  unpredictability  of  timing 
in  major  systems  purchases  and  give  us  more  flexibility  in 
dealing  with  procurement  delays.     Major  systems  purchases 
are  particularly  prone  to  procurement  challenges  by 
unsuccessful  bidders  which  can  delay  final  procurements  into 
the  next  fiscal  year. 


Note  on  Footnotes  3-6:     The  Administration  will  submit  at  a  later 
time  substantive  legislation  paralleling  the  changes  imposed 
by  the  language  explained  in  footnotes  3  through  6.  These 
changes  are  cost-saving  measures  that  permit  administrative  resources 
to  be  concentrated  on  higher  priority  work.     We  are  proposing 
appropriation  language  changes  to  accomplish  the  same 
purposes  in  the  event  that  the  substantive  legislation  is  not 
enacted  in  time  to  save  FY  1983  administrative  costs. 

3/    This  language  eliminates  the  requirement  added  by  the  Social 
Security  Disability  Amendments  of  1980  (P.L.  96-265)  that  the 
Social  Security  Administration  pay  for  medical  evidence  of 
record  in  title  II  disability  claims.     It  Is  inappropriate 
for  the  Government  to  pay  for  existing  medical  evidence  of 
record  in  disability  claims.    Elimination  of  this 
requirement  will  save  $11.4  million  in  FY  1983.     This  does 
not  affect  the  payment  for  medical  evidence  of  record  in  the 
income-tested  title  XVI  (supplemental  security  income)  claims 
which  the  Secretary  continues  to  provide  as  required  by  law. 

_4_/     This  language  requires  the  Social  Security  Administration  to 
continue  to  provide  that  level  of  information  formerly 
provided  to  denied  claimants.     Elimination  of  the  requirement 
to  provide  additional  information  to  "personalize"  disability 
denial  notices  as  required  by  P.L.   96-265  (Social  Security 
Disability  Amendments  of  1980)  will  save  $31.0  million  in  FY 
1983.     Rather  than  provide  an  undifferentiated  and  basic 
notice  to  all  claimants,  SSA  wishes  the  flexibility  to 
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provide  detailed  information  in  cases  where  it  is  warranted. 

5/    This  language  limits  the  Social  Security  Administration  in 
fixing  attorney  fees  on  a  case-by-case  basis,  and  deducting 
such  fees  from  Social  Security  benefits  as  compensation  for 
attorneys  who  represent  claimants  in  proceedings  before  the 
Secretary  or  a  court.     This  will  save  $7-0  million  in  FY 
1983.     This  provision  does  not  impair  the  Secretary's 
authority  to  set  broad  guidelines  and  prescribe  maximum  fees. 

6/    P.L.  96-265  (Social  Security  Disability  Amendments  of  1980) 
provides  for  a  Federal  review  of  State  disability  allowances 
at  a  level  of  15  percent  in  FY  1981,  35  percent  in  FY  1982 
and  65  percent  in  FY  1983  and  thereafter.     This  language 
relieves  the  Social  Security  Administration  of  the 
requirement  to  increase  the  level  from  35  percent  to  65 
percent  in  FY  1983,  and  will  save  $9-5  million  in  FY  1983. 
Until  SSA  has  a  better  idea  of  what  level  of  pre-effectuation  review  is 
cost  effective,  SSA  plans  to  maintain  a  level  of  35  percent  review. 


]_/    This  language  also  permits  use  of  the  contingency  reserve  for 
automation  projects,  for  the  purpose  of  modernizing  the 
Agency's  automatic  data  processing  and  telecommunications 
hardware  and  software  after  maximum  absorption  of  such  costs 
within  the  remainder  of  the  existing  limitation  has  been 
achieved.     This  will  ensure  that  funds  are  available  to 
implement  the  Agency's  plan,  currently  being  developed,  to 
deal  with  its  serious  systems  problems,  and  is  consistent 
with  the  language  regarding  the  contingency  reserve  contained 
in  P.L.  97-92,  the  third  continuing  resolution  enacted  by 
Congress  for  FY  1982. 

8/    The  language  change  discussed  in  footnote  #1  to  provide 
no-year  money  for  all  activities  authorized  by  this  appropriation 
also  provides  no-year  money  for  the  construction  activity,  thus 
eliminating  the  need  for  this  language. 


9/    This  language  was  inserted  in  FY  1982  to  prevent 

implementation  of  the  provisions  of  the  Omnibus  Budget 
Reconciliation  Act  of  1981  (P.L.  97-35)  which  eliminated  the 
Social  Security  minimum  benefit  for  current  beneficiaries. 
Subsequently,  Congress  enacted  P.L.  97-123,  which  restored 
the  miminum  benefit  for  all  Social  Security  beneficiaries 
entitled  prior  to  January  1,  1982. 
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Language  Analysis 

Language  Provision 

Explanation 

"Provided ,  That  travel  expense 
payments  under  Section  1631(h) 
of  such  Act  may  be  made  only 
when  travel  of  more  than 
seventy-five  miles  is  required." 

Authorizing  legislation  enacted 
in  the  Social  Security 
Disability  Amendments  of  1980 
specifies  that  the  Secretary 
"shall  pay"  for  travel  incident 
to  medical  examinations  and  for 
claimants,  their  " 
representatives,  and  witnesses 
to  attend  reconsideration 
interviews  and  hearings  for 
title  XVI  claims.     The  provision 
restores  the  mileage  limitation 
which  was  established  in 
regulations  before  enactment  of 
the  Disability  Amendments  and 
makes  travel  reimbursement 
policy  the  same  for  SSI  and 
Social  Security  claimants. 

"Provided  further/   That   no ne  of 
the  foregoing  amount    shall  be 
available  for  the  purpose  of 
making  the  payment  provided  for 
in  the   second   sentence  of 
section  223(d)(5)   of   such  Act." 

Coptlnn    OAQ    nf    P    T       Qf>  9r\^ 
ocC  llOIl    ju  J    Ul     r  .  Li  .  jO-cDJ 

(Social  Security  Disability 
Amendments  of  1980)  provides 
that  the  Secretary  will  pay  for 
medical  evidence  of  record  in 
disability  insurance  claims. 
This  provision  eliminates  that 
requirement  and  returns  the 
responsibility  for  payment  for 
medical  evidence  of  record  to 
the  claimant. 

"Provided  further ,   That  amounts 
author ized  herein  may  be   used  to 
provide  notices  under   sect  ions 
205(b)  and   1631(c)(1)  of  such 
Act  of  the  Secretary ' s  decisions 
involving  determinations  of 
disability  provided  that  such 
notices  must   contain  only  that 
level   of  inf ormat ion  contained 
in   such  notices  prior  to 
implementation  of  the  amendments 
made  by   section   305  of 
P.L.  96-265." 

The  Social  Security  Disability 
Amendments  of  1980  provided  that 
notices  to  individuals  regarding 
unfavorable  disability 
determinations  "shall  contain  a 
statement  of  the  case,  in 
understandable  language,  setting 
forth  a  discussion  of  the 
evidence,  and  stating  the 
Secretary's  determination  and 
the  reason  or  reasons  upon  which 
it  is  based."    This  provision 
requires  the  Social  Security 
Administration  to  provide  that 
level  of  information  formerly 
provided  to  denied  claimants, 
and  it  provides  flexibility  to 
provide  detailed  information  in 
cases  where  it  is  warranted. 
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Language  Provision 

Explanation 

"Provided  further,  That 
notwithstanding  the  provis ions 
of  sections  206  and  1631(d)(2) 
of   such  Act,   none  of  the 
foregoing  amount  may  be  expended 
for  purposes  related  to  the 
fixing  of  reasonable  attorneys' 
fees,   and  no  funds  from  the 
Federal   Old-Age  and  Survivors 
Insurance  Trust   Fund  nor  the 
Federal   Disability  Insurance 
Trust  Fund  may  be  certified  for 
payment   to  any  attorney  as 
compensat  ion  for  represent  ing  a 
claimant   in  proceedings  before 
the  Secretary  or  any  court, 
except  that   the  foregoing  should 
not  be  construed  to  limit  the 
Secretary's  authority  under 
sections   206  and    1631(d) ( 2 )  of 
such  Act  to  promulgate 
regulations   that  prescribe  the 
maximum  fees  which  may  be 
charged  by  attorneys  as  such 
compensation. " 

This  provision  eliminates  the 
service,  which  the  Social 
Security  Administration  has 
provided  in  the  past,  of  setting 
attorney  fees  on  a  case-by-case 
basis  and  deducting  those  fees 
from  benefit  payments  without 
charge  to  attorneys  who 
successfully  represent  claimants 
in  appeals  of  Social  Security 
claims.     This  service  is  being 
eliminated  as  a  cost-saving 
measure. 

"Provided  further ,   That   none  of 
the  foregoing  amount   shall  be 
available  for  the  purpose  of 
increasing  from  35  percent  to 
65  percent   the  percentage  of 
State  disabil ity  determinations 
required  to  be  reviewed  under 
Section  221(c)(3)." 

This  provision  maintains  at 
35  percent  the  level  of 
disability  allowances  which  are 
reviewed  in  FY  1983  by  the 
Secretary  before  effectuation  of 
the  decision.     The  Social 
Security  Disability  Amendments 
of  1980  provide  for  a  Federal 
review  of  such  allowances  at  a 
level  of  15  percent  in  FY  1981, 
35  percent  in  FY  1982,  and 
65  percent  in  FY  1983  and 
thereafter.     Until  the  Social 
Security  Administration  has  a 
better  idea  of  what  level  of 
review  is  cost-effective  we  do 
not  believe  the  investment  of 
administrative  resources  to 
increase  the  level  to  65  percent 
is  appropriate. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
SOCIAL  SECURITY  ADMINISTRATION 
Limitation  on  Administrative  Expenses 
Amounts  Available  for  Obligation—^ 

FY  1981                    FY  1982  FY  1983 

Actual                       Estimate  Estimate 

Appropriation                                $2,690,850,000           $3,017,000,000  $3,408,451,000 

Enacted  supplemental 

appropriation                                  86,200,000                  —  — 

Proposed  supplemental 

appropriation   —   42,900,000  —  

Subtotal,  adjusted 

appropriation                         $2,777,050,000           $3,059,900,000  $3,408,451,000 

Unobligated  balance, 

start  of  year                                  31,100,000                 28,650,000  9,600,000 

Unobligated  balance, 

end  of  year                                    -28,650,000                 -9,600,000  -56,300,000 

Unobligated  balance 

lapsing   -72,616,000  —   —  

Total,  obligations                    $2,706,884,000           $3,078,950,000  $3,361,751,000 


1/  Excludes  work  done  under  reimbursable  agreements: 

FY  1981  FY  1982  FY  1983 

Actual  Estimate  Estimate 

Obligations                                      $6,395,000  $12,722,000  $9,817,000 

Positions                                                   314  313  300 
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Summary  of  Changes 

FY  1982  Estimate,  budget  authority   $3,059,900,000 

FY  1983  Estimate,  budget  authority   3,408,451,000 

Net  change   +$348,551,000 


FY  1982  Base  Change  from  Base 


Increases : 
A.  Built-in: 

1.  The  FY  1983  budget  includes 
funds  for  the  effect  of  the 
4.8  percent  October  I98I 
Federal  pay  raise  and  the 
increase  in  the  Federal 
pay  cap.    Amounts  for  this 
purpose  are  not  included 
in  the  FY  1982  column  of 
the  budget,  but  a  supple- 
mental request  will  be 

forwarded  at  a  later  date     +$92,924,000 

2.  Other  mandatory  changes 
in  SSA  payroll  costs, 
including  periodic  step 
increases  and  career 
ladder  promotions  to 
journeyman  grade, 
offset  by  savings  for 
recruitment  below  the 

journeyman  grade   $1,873,283,000  +44,020,000 

3.  Increases  in  the  Disability 
State  agencies'  costs  associated 
with  higher  workloads  and  changes 

in  wages  and  prices   533,984,000  +137,818,000 

4.  Increased  costs  for  the  State 
agencies  to  reimburse  the 
State  government  for  centralized 
services.    The  Department  of 
Health  and  Human  Services  nego- 
tiates indirect  cost  rates  with 
each  State  based  on  uniform 

Federal  standards   27,675,000  +6,848,000 
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FY  1982  Base 


Change  from  Base 


5.  Increase  in  construction 
budget  for  purchase  con- 
tract payments  for  Metro  West 
and  the  New  Computer  Center 
plus  an  unbudgeted  FY  1982 
increase  for  this  purpose 

deferred  into  FY  1983   $24,591,000  +$22,435,000 

6.  Funds  for  expansion  of  18 
trust  fund-built  district 
office  buildings  which  have 

become  overcrowded   ±1  +9,000,000 

Subtotal,  built-in  increases   +$313,045,000 


a.  Increase  In  continuing 
disability  investigations 
in  the  review  of  title 

II  and  title  XVI  eligi- 
bility (+1,100  work-years) 

b.  Increase  for  the  processing 
of  higher  hearings  workloads 
(+130  work-years) 

c.  Increased  work-years  for  the 
Office  of  Systems 

(+150  work-years) 

2.    In  FY  1982,  SSA  plans  to  use 
the  contingency  reserve 
primarily  for  implementing 
stepped-up  debt  collection 
efforts  and  increasing  the 
number  of  continuing  disability 
investigations.  In  FY  1983  the 
standard  contingency  reserve 
will  be  available  for  un- 
anticipated workload  increases, 
automation  projects,  etc.,  that 
cannot  be  absorbed.    Thus  there 
is  an  increase  in  the  amount 

available  for  use  in  FY  1983     +50,000,000 


B.  Program: 


1.    Increase  in  payroll  due  to 
additional  work-years,  most 
notably  for:  


$1,873,283,000 


+$29,532,000 


M    In  FY  1982  available  budget  authority  from  prior  years  will  be  used  to 
fund  critical  expansion  and  new  construction  projects. 
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FY  1982  Base  Change  f rem  Base 


3.    Space  and  Rent: 


a.  Increases  in  space  costs 
for  higher  rental  rates , 
for  expansion  to  alleviate 
overcrowding  in  rented  dis- 
trict offices  and  for 
upgrading  the  quality  of 

rented  space   $146,279,000  +$19,968,000 

b.  Other  increases  including 
additional  guard  service, 
and  the  moving  costs  and 
the  renovating  of  space 

to  place  the  Kansas  City,  Mo. 
Program  Service  Center 

into  a  single  building   —  +2,607,000 

4.  Increase  in  ADP  costs  for 
upgrading  the  SSA  Data 
Acquisition  and  Response 
System  (SSADARS);  i.e.,  the 
Agency's  telecommunications 

network   17,323,000  +43,349,000 

5.  Increase  in  payments  to  financial 
institutions  for  verification  of 

bank  accounts  of  SSI  recipients   4,715,000  +470,000 

6.  Replacement  of  obsolete  microfilm 
equipment  and  replacement  of 

photocopiers     +2,504,000 

7.  Increase  in  telephone  rates 

and  PIS  charges   60,403,000  +5,883,000 

8.  Increased  cost  for  supplies, 
postage,  materials  and 

printing   109,678,000  +4,291,000 

9.  Increased  use  of  consultant  ser- 
vices primarily  for  ADP  systems 
and  systems  security  expertise 

not  available  in  SSA   7,561,000  +1,967,000 

10.    Increased  use  of  medical 

consultants  in  disability  cases   18,452,000  +2,686,000 
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FY  1982  Base 


11.  Increase  for  the  employee  accident 
compensation  fund  administered  by 

the  Department  of  Labor   $5,914,000 

12.  Other  changes    


Subtotal,  program  increases 


Total,  increases 


Decreases : 

A.  Program: 

1.    Decrease  in  payroll  due 
to  the  reduction  in  work- 
years,  most  notably  for:   $1,873,283,000  -$66,576,000 

a.  Savings  for  implementation 
of  the  Omnibus  Budget 
Reconciliation  Act  of  1981 
(-915  work-years) 

b.  Deferral  of  development  of  non- 
medical factors  of  entitlement  in 
disability  cases  until  a  medical 
decision  is  rendered  (-368  work-years) 

c.  Implementation  of  direct  input 
of  Social  Security  number  in- 
formation by  district  offices 
(-18 5  work-years) 

d.  Reduced  work -year  effort  because 
the  debt  collection  initiative 
started  in  FY  1982  will  have 
reduced  the  backlog  of  outstanding 
debt  (-157  work-years) 

e.  Elimination  of  the  requirement 
to  deduct  attorney  fees  from 
benefit  payments 

(-269  work-years) 

f .  Decrease  for  performing  one 
less  Automatic  Earnings 
Reappraisal  Operation  (AERO) 
run  in  FY  1983 

(-1,050  work-years) 

g.  Savings  for  the  replacement 
of  the  Advance  Record  System 
(ARS)  teletype  machines 
(-310  work-years) 


Change  from  Base 

+$1,833,000 

 +6,094,000 

+$171,184,000 
+$484,229,000 
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FY  1982  Base  Change  from  Base 


2.  Decrease  in  the  amount  paid 

to  the  Disability  State  agencies 
as  a  result  of  proposed  legis- 
lative changes: 

a.  Eliminate  the  requirement 

for  personalized  denial  notices 

for  disability  claimants   $25,986,000  -$25,986,000 

b.  Cease  payment  for  medical 
evidence  of  record  for 

title  II  claimants   11,549,000  -11,549,000 

3.  Decrease  in  SSA  mailing 
costs  due  to  workload 

decreases   60,416,000  -  1,690,000 

4.  Decrease  in  one-time  purchases 
of  equipment  for  mailhandling 

and  recording  equipment   6,040,000  -1,040,000 

5.  Decreased  level  of  replacement 

of  office  equipment  in  the  field   4,284,000  -2,800,000 

6.  Decrease  in  renovation  costs  due 
to  fewer  installations  of  SSADARS 

terminals   2,396,000  -  1,502,000 

7.  ADP  costs: 

a.    Decrease  reflects  completion  of  the 
equipment  move  to  the  New  Computer 

Center  (NCC)   7,733,000  -4,953,000 


b.    Decrease  due  to  phasing  out  of 
the  slow  and  costly  Advance 
Record  System  (ARS)  teletype 
machines  and  the  old  SSADARS 
keystations  and  other  ADP 
decreases  

8.    Reduced  costs  for  the  National 
Commission  on  Social  Security 
Reform  

Total,  decreases  

Net  change  


98,380,COO  -19,207,000 

800,000  -375,000 
-$135,678,000 
+$348,551,000 


93-481    0—82  56 
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Budget  Authority  by  Activity 

FY  1981           FY  1982 
 Actual  Estimate  

Old-Age  and  Survivors 
Insurance : 

Amount  $  957,471,000  $1,005,821,000 

Positions   34,855  32,719 

Disability  Insurance: 

Amount..,  $    837,319,000  $1,065,542,000 

Positions   20,200  21,700 

Health  Insurance: 

Amount  $    107,595,000       $  126,539,000 

Positions   3,300  3,080 

Supplemental  Security 
Income : 

Amount  $  719,803,000  $  771,680,000 

Positions   18,400  17,500 

Annual  Reporting: 

Amount  $     68,532,000       $  65,019,000 

Positions   1,500  1,100 

Pension  Reform: 

Amount  $  214,000       $  708,000 

Positions   80  30 

Construction: 

Amount  $     13,500,000       $  24,591,000 

(Obligations)   ($15,950,000)  ($43,641,000) 

Contingency  Reserve: 

Amount  $     72.616,000       $  .  1/ 

(Obligations)   ($0)   — 

Total,  budget  authority.  .$2,777,050,000  $3,059,900,000  2/ 

(Obligations )  ( $2 ,706 , 884 ,000)  ( $3 ,078 , 950 ,000) 

Positions   78,335  76,129 

(Standard  level  user 

charge)   ($144,822,000)  ($146,279,000) 


FY  1983 
Estimate 


$1*094,371,000 
32,812 


$1,154,356,000 
21,700 


$  124,926,000 
3,200 


$  863,709,000 
17,500 


$  64,319,000 
900 


$  744,000 
30 


$  56,026,000 
($59,326,000) 


$  50,000,000 
($0) 

$3,408,451,000 

(3,361,751,000) 

76,142 

($166,247,000) 
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1/  The  FY  1982  estimates  assume  full  use  of  the  $70,000,000  contingency  reserve 
authorized  by  the  third  continuing  resolution,  P.L.  97-92.    The  $70,000,000  i 
distributed  in  the  activities  on  the  preceding  page. 

21  Includes  a  proposed  supplemental  of  $42,900,000. 
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Budget  Authority  by  Object 


fY  1982  FY  1983       Increase  or 

Estimate  Estimate  Decrease 


Total  number  of  permanent  positions . . 

76,129 

76,142 

+13 

Full-time  equivalent  of  all  other 

10,899 

8,029 

-2,870 

87,570 

85,839 

-1,731 

Personnel  compensation: 

Special  personal  service  payments.. 

.$1,488,509,000 
.  135,904,000 
66,114,000 
4,340,000 

$1,602,055,000 
105,445,000 
74,329,000 

h,jhL ,UUU 

+$113,546,000 
-  30,459,000 
+8,215,000 
+1,000 

Subtotal,  personnel 

$1,694,867 ,000 

$1,786,170,000 

+$ 

91,303,000 

178,416,000 

188,846,000 

+ 

10,430,000 

Travel  and  transportation  of  persons  25,086,000 

27,838,000 

+ 

2,752,000 

7,993,000 

8,399,000 

+ 

406,000 

Rent,  communi cat ions  and  utilities: 

Other  rents,  communications,  and 
utilities  

146,279,000 
184,878,000 

166,247,000 
188,535,000 

+ 
+ 

19,968,000 
3,657,000 

25,011,000 

27,239,000 

+ 

2,228,000 

156,610,000 

177,946,000 

+ 

21,336,000 

561,659,000 

668,790,000 

+107,131,000 

24,251,000 

25,262,000 

+ 

1,011,000 

54,087,000 

83,325,000 

+ 

29,238,000 

9,000,000 

+ 

9,000,000 

Insurance  claims  and  indemnities... 

763,000 

854,000 

+ 

91,000 

50,000,000 

+ 

50,000,000 

$3,059,900,000 

$3,408,451,000 

+$  348,551,000 

($7,561,000) 

($9,528,000) 

(+$1,967,000) 
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Limitation  on  Administrative  Expenses 

Significant  Items  in  House  and  Senate 
Appropriations  Committee  Reports 


Item 

FY  1982  House  Report 

Delegation  of  Authority  for  Space 

The  Committee  directed  the 
Administrator  of  the  General 
Services  Administration  (GSA)  to 
delegate  to  the  Department  of 
Health  and  Human  Services  (HHS) 
full  authority  to  acquire,  alter 
and  maintain  leased  space  for  SSA 
field  offices  (excluding  SSA 
regional  offices,  program  service 
centers,  data  operations  centers 
and  offices  in  trust  fund- 
constructed  or  Federally  owned 
space),  and  to  transfer  to  HHS 
those  assets,  including  positions 
that  GSA  previously  allocated  to 
its  SSA  activities,  and  all 
essential  records  related  to 
space  currently  occupied  by  these 
offices  and  any  pending  actions. 
Further,  under  the  bill  as  reported, 
no  funds  were  authorized  to  be 
transferred  to  GSA  for  branch  and 
district  office  space  after  March  31, 
1982. 


Action  Taken  or  to  be  Taken 

The  full  House  deleted  language 
which  would  prohibit  transfer  of 
funds  to  GSA  for  SSA  field  office 
space  after  March  31,  1982  on  the 
basis  of  an  agreement  between  the 
Administrator  of  GSA  and  the 
Commissioner  of  Social  Security. 
The  agreement  states  that  GSA  and 
SSA  along  with  HHS  staff  will  work 
together  in  special  teams  to  clear 
up  the  pending  backlog  of  space 
requests  by  October  1,  1982  and  to 
accomplish  new  requests  between  190 
and  265  days.    Congress  will  review 
progress  in  March  1982.  Progress 
made  since  the  Committee  report  is 
covered  in  the  "General  Statement" 
section  of  this  budget  justification. 
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Authorizing  Legislation 


FY  1982  FY  1983  FY  1983 

Amount  FY  1982             Amount  Budget 

Authorized  Estimate        Authorized  Request 

Title  II,  Section  201(g)(1) 
of  the  Social  Security 

Act  Indefinite  $3,059,900,000  i'  Indefinite  $3,408,451,000 


1/    Includes  a  supplemental  appropriation  of  $42,900,000  to  restore  funds  required 
for  administrative  budget  reductions  which  were  dependent  on  legislative  change. 
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Limitation  on  Administrative  Expenses 
Table  of  Estimates  and  Appropriations 


Fiscal 
Year 

Budget 
Estimate 
To  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1974 

$1,887,989,000 

$1,887,898,000 

$1,887,898,000 

$1,887,898,000 

1975 

2,156,829,000 

2,113,365,000 

2,125,987,000 

2,125,987,000 

1976 

2,395,729,000 

2,395,730,612 

2,395,730,612 

2,395,730,612 

1977 

2,561,773,000 

2,561,773,000 

2,561,773,000 

2,561,773,000 

1  Q7B 

9  7-1  Q  (Yf|  (YYl 

?718  om  nnn 

-  j  /  lO  , LAAJ  ,  VAAJ 

?  71 8  000  000 

2,718,000,000 

1979 

2,351,342,000 

2,272,087,000 

2,289,087,000 

2,272,087,000 

1980 

2,459,991,000 

2,444,791,000 

2,444,791,000 

2,444,791,000 

1981 

2,862,231,000 

2,747,050,000 

2,777,050,000 

1982 

2,946,838,400  - 

3,198,680,000 

3,053,638,000 

V  3,017,000,000 

Proposed 
Supplemental 

42,900,000  - 

1983 

3,408,451,000 

1/    The  President's  September  1981  budget  amendments. 

2/    The  annual  amount  approved  by  the  Senate  Committee  on  Appropriations. 

3/    The  annual  amount  authorized  by  the  third  continuing  resolution  for  FY  1982 
(P.L.  97-92). 

4/    A  supplemental  appropriation  request  for  additional  funds  for  the  4.8  percent 
Federal  pay  raise,  effective  October  1981  and  the  increase  in  the  executive  pay 
cap,  effective  January  1982  is  not  included  in  this  budget  justification.  It 
will  be  submitted  later. 

5/    Proposed  supplemental  to  restore  funds  required  for  administrative  budget 
reductions  which  were  dependent  on  legislative  change. 
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Justification 
Limitation  on  Administrative  Expenses 


FY  1982  FY  1982  Increase 

Currently         Revised  FY  19 83  or 

Available         Estimate         Estimate  Decrease 


Limitation  on  Administrative 
Expenses : 

Budget  authority            $3,017,000,000  $3,059,900,000  $3,408,451,000  +$348,551,000 

Permanent  positions..               76,129  76,129  76,142  +13 

Work-years...........               86,970  87,570  85,839  -1,731 


General  Statement 


The  Limitation  on  Administrative  Expenses  (LAE)  appropriation  provides 
resources  for  the  Social  Security  Administration  (SSA)  to  administer  the 
Social  Security  programs  of  retirement,  survivors  and  disability  insurance, 
certain  health  insurance  functions  and  the  supplemental  security  income  (SSI) 
program  for  the  aged,  blind,  and  disabled.    Funds  for  annual  reporting  of 
earnings  and  certain  activities  related  to  pension  reform  also  are  included, 
as  well  as  the  trust  fund  construction  account.    Administrative  expenses  of 
the  SSI  program  are  drawn  from  the  trust  funds  and  general  funds  concurrently 
on  an  estimated  basis  during  the  fiscal  year.    Throughout  the  year  SSA  adjusts 
the  amounts  drawn  based  on  cost  determinations  made  through  a  cost  allocation 
process  which  uses  data  from  SSA  work  measurement  systems  and  general  overhead 
allocation  methods. 


After  the  close  of  the  fiscal  year,  a  final  accounting  settlement  is  made, 
Including  any  necessary  interest  adjustments.    The  Supplemental  Security 
Income  account  contains  $863,709,000  for  reimbursing  the  trust  funds  for  SSI 
administrative  expenses  in  FY  1983.    The  Payments  to  Social  Security  Trust 
Funds  account  includes  $744,000  to  reimburse  the  trust  funds  for  those  pension 
reform  administrative  expenses  in  FY  1983  that  are  appropriately,  charged  to 
Federal  funds. 


Comparison  of  Administrative  Costs  with 
Present  Law  Income  and  Benefits 


The  principal  source  of  income  to  the  trust  funds  for  the  Social  Security 
retirement,  survivors,  disability  and  health  insurance  programs  is  the  Social 
Security  tax  on  employees,  employers,  and  self-employed  persons. 
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The  total  administrative  costs  of  the  Social  Security  trust  fund  programs 
include: 


— Administrative  expenses  (the  costs  of  Social  Security 

Administration  components  and  the  costs  of  State  Disability 
Determination  Services). 


■ — Construction  and  facilities  maintenance  costs. 


— An  appropriate  share  of  costs  associated  with  Departmental 
management  of  the  Social  Security  Administration. 

— Social  Security-related  work  performed  by  other  Federal  agencies 
such  as  the  Treasury  Department,  which  issues  the  Social  Security 
checks  based  on  information  provided  by  SSA. 

As  indicated  in  the  table  below,  the  total  FY  1983  administrative  costs  for 
the  OASDI  programs  will  be  only  1.3  percent  of  both  anticipated  income  to  the 
OASI  and  DI  trust  funds  and  of  estimated  benefit  payments. 

Administrative  Expenses  as  a  Percentage  ^ 
of  Trust  Fund  Income  and  Benefit  Payments  -  Fiscal  Year  1983 

Percent  Percent  of 

Trust  Fund  of  Income  Benefit  Payments 

Old-age  and  survivors 

insurance   1.1%  1.0% 

Disability  insurance   2.7%  3-9% 

Total,  Social  Security 

Trust  fund  programs   1.3%  1.3% 


Supplemental  Security  Income  Program 

Unlike  the  above  programs,  the  supplemental  security  income  program  is 
financed  from  Federal  funds.    The  FY  1983  administrative  costs  of  this  progam 
are  8.6  percent  of  benefit  payments  (including  State  supplemental  benefit 
payments  administered  by  SSA) . 

In  many  cases,  SSI  benefits  supplement  other  income.    As  a  result  the  average 
monthly  SSI  payment  is  much  lower  than  the  average  OASI  and  DI  payments,  and 
the  administrative-cost-to-program-payments  ratio  is  higher  than  that  for 
Social  Security  programs.    The  table  below  compares  average  payment  levels  for 
representative  categories  of  OASDI  and  SSI  recipients.    SSI  payments  include 
State  supplemental  benefits  administered  by  SSA. 


OASDI  Payment  SSI  Payment  

Retired        Disabled  Blind  and 

Workers        Workers  Aged  Disabled 

Average  monthly  benefit 

paid  in  July  198I   $383  $414  $137  $215 
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Budget  Emphases 

Invest  Administrative  Dollars  to  Save  Program  Dollars 

A  key  theme  of  SSA's  FY  1983  budget  is  to  request  increases  in 
administrative  resources  where  there  is  good  potential  for  greater  savings 
in  program  dollars.    Our  plans  for  the  following  initiatives  illustrate 
this  policy: 

Continuing  Disability  Investigations  (CDI's) 

The  major  thrust  in  SSA's  disability  program  is  to  continue  to  move  in  the 
direction  emphasized  by  Congress  in  passage  of  the  1980  Disability 
Amendments  and  by  the  Administration  in  its  Economic  Recovery  Program — 
tightening  program  administration  to  insure  that  SSA  pays  disability 
benefits  only  to  people  who  are  disabled  in  accordance  with  the  law.  We 
are  tightening  the  "front  end"  of  the  process  through  pre-effectuation 
review  (PER)  of  disability  allowances,  and  we  are  more  closely  monitoring 
continuing  eligibility  through  periodic  review  (CDI's). 
■* 

The  most  current  experience  with  a  disability  probe  (26,000  title  II 
cases)  indicates  that  about  30  percent  of  the  people  on  the  disability 
rolls  currently  do  not  meet  the  legal  definition  of  disability. 

Section  311  of  P.L.  96-265  (Disability  Amendments  of  1980)  requires  SSA  to 
review  the  continuing  eligibility  for  disability  benefits  of  all  title  II 
disability  beneficiaries  on  the  rolls  at  least  once  every  3  years,  unless 
they  are  permanently  disabled.    Because  of  the  large  potential  benefit 
savings  in  reducing  payments  to  ineligibles  on  the  disability  rolls,  SSA's 
revised  budget  for  FY  1982  and  estimate  for  FY  1983  Include  resources  to 
extend  these  CDI  reviews  to  all  non-permanently  disabled  SSI  disability 
cases  in  addition  to  the  title  II  cases  required  by  law. 

Data  on  the  number  of  CDI's  (both  SSI  and  title  II)  included  in  SSA's 
budget  estimates  are  shown  in  the  table  below: 

FY  1982  FY  1983 

Estimate  Estimate 


Regularly  scheduled  CDI's   152,000  152,000 

Additional  CDI's   415,000  65^,000 

Total   567,000  806,000 

The  regularly  scheduled  CDI's  are  part  of  SSA's  normal  CDI  program  of 
diarying  cases,  prior  to  enactment  of  the  Disability  Amendments  of  1980. 
The  additional  CDI's  are  those  budgeted  to  meet  the  requirements  of  the 
periodic  review  provision  of  the  Amendments,  the  Administration's 
initiative  to  get  ineligibles  off  the  disability  rolls,  and  the  decision 
to  extend  CDI's  to  the  SSI  program,  beginning  in  FY  1983 . 
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In  the  table  below  we  have  compared  the  administrative  costs  for  the 
additional  CDI's  (415,000  in  FY  1982  and  654,000  in  FY  1983),  proposed  by 
SSA  in  its  budget,  with  the  projected  benefit  savings  to  be  achieved  from 
investment  of  these  additional  administrative  resources. 

 ($  in  millions)  

FY  1982  FY  1983 

Estimate  Estimate 

Administrative  costs   $156  $272 

Benefit  savings   372  730 

Net  savings   fflo"  "P5B" 

The  benefit  savings  shown  in  the  table  above  include  the  following  for  the 
SSI  program:    $2  million  in  FY  1982  and  $30  million  in  FY  1983.  The 
benefit  savings  and  administrative  costs  do  not  include  the  impact  of 
regularly  scheduled  CDI's. 

Pre-effectuatlon  Review  (PER) 

Section  304(c)  of  P.L.  96-265  (1980  Disability  Amendments)  provides  for  a 
Federal  review  of  State  allowances  in  Social  Security  disability  cases 
before  the  award  is  made,  in  reconsiderations,  and  in  continuation 
determinations,  and  authorizes  the  Secretary  to  revise  State  agency 
decisions.    The  purpose  of  the  review  is  to  insure  that  persons  ineligible 
for  benefits  do  not  get  on  the  rolls,  and  to  assure  greater  uniformity  and 
consistency  in  disability  decisions. 

The  new  law  required  a  15  percent  pre-effectuation  review  in  FY  1981, 
increasing  to  35  percent  in  FY  1982  and  65  percent  in  FY  1983  and 
thereafter,    until  we  have  a  better  idea  of  what  level  of  pre-effectuation 
review,  in  combination  with  an  intensified  level  of  CDI's,  is  most  cost- 
effective,  we  recommend  against  spending  the  administrative  resources 
necessary  to  gear  up  in  FY  1982  for  the  Increase  to  65  percent  pre- 
effectuation  review  and  to  accomplish  this  level  of  review  in  FY  1983.  The 
increase  from  35  to  65  percent  would  require  about  150  additional  Federal 
work-years  and  $9.5  million  in  FY  1983. 


Congress  also  appeared  to  have  been  uncertain  about  the  optimum  level  of 
payoff  from  PER— in  the  conference  report  on  the  1980  Disability 
Amendments,  the  Secretary  was  Instructed  to  report  to  the  Ways  and  Means 
and  Finance  Committees  by  January  1982  "concerning  the  potential  effects 
on  processing  time  and  on  the  cost-effectiveness  of  the  requirement  of  the 
65  percent  review  for  fiscal  year  1983  and  thereafter."    The  Secretary 
submitted  this  report  to  the  Committees  on  September  25,  1981  with  the 
recommendation  that  legislation  be  enacted  to  hold  the  minimum  review 
level  to  35  percent  in  FY  1983,  rather  than  increasing  to  65  percent  as 
scheduled  under  present  law. 
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The  FY  1983  budget  and  revised  FY  1982  budget  also  eliminate  SSA's 
previous  plan  for  a  7  percent  "discretionary"  review  of  disability 
denials,  cessations  and  SSI  claims  which  was  reflected  In  the 
President's    FY  1982  budget.    This  will  save  about  240  work-years  and 
$7  million  annually.    The  review  of  denials  and  cessations,  which  is  not 
required  by  law  and  is  in  addition  to  our  ongoing  quality  assurance 
reviews,  is  not  essential  since  claimants  have  substantial  appellate 
opportunities  when  claims  are  denied  or  cessations  from  the  rolls  take 
place. 


Debt  Collection 


SSA's  FY  1983  budget  reflects  the  impact  of  responding  to  the  President's 
request  that  Federal  agencies  strengthen  their  debt  collection  practices 
to  collect  all  monies  owed  the  Federal  Government.    Over  99  percent  of  the 
$1.8  billion  owed  SSA  by  the  public  relates  to  beneficiary  overpayments 
under  the  OASI,  DI,  SSI  and  black  lung  programs. 

This  budget  request  includes  resources  to  implement  an  action  plan  to 
collect  monies  owed  by  revising  policies,  systems  and  ongoing 
operations.    The  budget  provides  for  investing  a  significant  level  of 
Federal  administrative  resources  to  collect  benefit  overpayment  for 
Federally-administered  programs,  and  recovering  about  $7.42  for  each 
dollar  Invested.    The  budget  also  reflects  Implementation  of  initiatives 
for  States  to  increase  collections  in  the  maintenance  assistance  and  child 
support  enforcement  programs  which  were  enacted  as  part  of  the  Omnibus 
Budget  Reconciliation  Act  of  1981  (P.L.  97-35).    The  impact  of  these 
initiatives  is  reflected  in  the  estimates  for  the  assistance  payments  and 
child  support  enforcement  appropriation  requests. 

The  following  table  summarizes  total  collections,  recovery  costs  and  net 
savings  budgeted  for  OASI,  DI,  and  SSI  programs,  including  Federally- 
administered  State  SSI  supplementation  payments. 


($  in  millions) 
FY  198T         FY  1982  FY  1983 

Anticipated  collections   $643.0         $1,028.2  $1,330.1 

Collection  costs   153.1  184.4  169.7 

Net  savings   $489.9  $    843.8  $1,160.4 

Work-years   6,099  7,123  6,365 

The  main  thrust  of  SSA's  stepped-up  debt  collection  program  to  recoup 
Federally-administered  dollars  is  to  clean  up  the  present  backlog  of 
benefit  overpayments,  and  establish  a  new  accounts  receivable  system. 
Principal  activities  are: 


— Centralization  of  debt  collection  activities  in  each  region  and 

processing  center  to  move  debt  collection  to  an  earlier  point,  shorten 
periods  between  contacts,  use  personal  contacts  by  specialists,  separate 
collection  from  benefit  payment  functions  and  control  debt  under 
recognized  business  practices. 
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— Improved  policies,  procedures  and  practices  to  support  a  standardized 
approach  to  recovery  including  tightened  waiver  criteria,  new  incentives 
to  repay  debts,  and  voluntary  cross-program  offsets.    (A  provision  is 
contained  in  the  social  welfare  legislation  to  mandate  this  change.) 

— Design  of  a  new  accounts  receivable  system  and  redesign  of  existing 
benefit  and  management  information  systems  to  interact  with  the  new 
system,  in  order  to  upgrade  controls,  provide  information  on  debt  and 
automate  billing. 

Further,  SSA  will  conduct  two  earnings  enforcement  operations  in  each  of 
FY  1982  (for  earnings  in  calendar  years  1978  and  1979)  and  FY  1983  (for 
1980  and  1981  earnings)  to  detect  overpayments  resulting  from 
beneficiaries  understating  or  not  reporting  earnings  for  those  years. 
Collections  will  increase  as  a  result  of  the  overpayments  uncovered 
through  this  "catch-up"  on  previously  delayed  enforcement  operations. 

SSA's  debt  collection  initiatives  are  aimed  at  recovering  debts  currently  owed 
plus  new  debts  detected  during  post-entitlement  operations.    The  latter  have 
been  expanded  to  include  special  debt  prevention  and  detection  initiatives 
such  as  earnings  enforcement,  periodic  review  of  disability  beneficiaries  and 
SSI  bank  account  verification.    The  latter  initiatives  are  geared  to  (1) 
detecting  errors  in  prior  payments  and  (2)  improving  accuracy  of  future 
payments  by  removing  ineligibles  from  the  rolls  and  correcting  benefits  paid 
to  eligible  recipients.    Thus,  savings  obtained  from  increased  collections 
will  decline  in  the  future  as  the  backlog  of  undetected,  uncollected 
overpayments  declines  and  payment  accuracy  improves. 

Quality  Assurance/Program  Integrity 

SSA  measures  and  reports  on  the  errors  it  makes,  and  this  budget  provides 
for  continuing  and  enhancing  existing  systems  of  payment  error  measurement 
and  analysis  and  for  carrying  out  a  series  of  lntiatives  designed  to 
prevent  or  reduce  the  incidence  of  these  errors  in  the  Agency's  benefit 
payment  programs. 

1.     SSI  Program:    The  SSI  payment  error  rate  for  non-disability  factors 
has  dropped  from  11. 5  percent  during  FY  1975  to  approximately  5 
percent  over  the  past  several  reporting  periods.    Error  rate 
projections  in  this  budget  for  SSI  are  shown  below: 


The  most  significant  initiative  contributing  to  this  reduction  is  the 
continued  emphasis  on  hidden  assets  verification  supported  by  a 
planned  automated  SSA-IRS  interface  (data  file  match)  to  Identify 
undisclosed  bank  accounts.    The  interface  is  budgeted  to  be  fully 
operational  in  FY  1983. 


Payment  Error  Rate 


Latest  actual  data  (October  1980-March  198I).... 

FY  1982  target  

FY  1983  target  


5.3% 
5.05S 
4.5% 
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As  indicated  above,  these  error  rates  do  not  include  disability 
factors  and  therefore  are  not  a  true  measure  of  all  SSI  errors.  We 
are  working  to  include  a  quality  review  of  disability  factors  to 
obtain  data  on  true  SSI  error  rates.    A  pilot  test  is  to  be  conducted 
of  disabled  SSI  recipients  to  measure  their  current  eligibility  based 
on  a  review  of  medical  factors.    We  expect  that  including  disability 
factors  will  raise  the  overall  SSI  error  rate  significantly,  but  our 
plan  to  include  SSI  cases  In  periodic  review  is  aimed  at  reducing 
these  disability  errors. 

OASDI  Program:    Until  recently  SSA  operated  only  "process  quality 
systems"  for  these  programs.    These  systems  measured  the  Agency's 
adherence  to  established  operating  policies  and  procedures  through 
end-of-line  sample  reviews.    The  Office  of  Assessment  has  established 
"payment  quality  systems"  to  monitor  the  benefit  rolls  through  the 
review  of  statistically  valid  samples  of  program  benefit  payments. 

To  date,  for  the  old-age  and  survivors  insurance  program,  payment 
quality  reviews  have  been  completed  for  two  sample  periods.  Results 
are  shown  below: 

Payment  Accuracy     Error  Rate 

October  1978-March  1979   99-79%  0.21% 

April  1979-September  1979   99-72%  0.28% 

The  error  rates  above  are  comprised  of  payments  to  ineligibles  and 
overpayments  (underpayments  are  not  included) .    The  findings  do  not 
include  errors  that  occur  in  enforcement  of  the  annual  earnings 
test.    However,  procedures  have  been  developed  to  incorporate 
findings  on  earnings  test  errors  in  reviews  which  are  now  underway. 

The  disability  insurance  (DI)  payment  accuracy  sample  received  its 
initial  pilot  test  during  FY  1980  (about  3,000  cases  selected  at 
random  from  the  DI  payment  rolls  for  April  1979) •    For  this  first 
accuracy  sample  there  was  a  19.3  percent  payment  error  rate,  18.5 
percent  of  which  was  attributable  to  medical/vocational  factors.  The 
medically  related  deficiencies,  by  definition,  require  medical 
judgment  as  indicated  by  the  fact  that,  when  the  medical  decisions  on 
the  sample  were  reviewed  a  second  time,  there  was  over  a  22  percent 
disagreement  rate. 

A  second  phase  is  currently  underway.  The  ongoing  DI  quality  reviews 
will  begin  with  the  October  1981-March  1982  reporting  period. 


As  described  previously  in  this  statement  and  shown  below,  SSA  has 
underway  specific  initiatives  aimed  at  quality  assurance/program 
integrity  in  the  disability  programs: 
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Benefit  Savings  ($  In  millions) 
FY  1982  FY  1983 

Pre -effectuation  review  of  State 
agency  allowances  (Social 

Security  program)   $59  $92 

Periodic  review  of  those  on  the 
rolls  (Social  Security  and  supple- 
mental security  income 

programs)   $372  $730 


Implement  New  Legislation 

The  Qnnibus  Budget  Reconciliation  Act  of  1981  (P.L.  97-35)  was  signed  into 
law  on  August  13,  1981.    This  legislation  made  some  significant 
modifications  to  the  Social  Security  and  supplemental  security  income 
programs,  as  indicated  below. 

Most  of  the  administrative  costs  associated  with  Implementing  the  OASDI 
and  SSI  provisions  of  the  Omnibus  Budget  Reconciliation  Act  of  1981  are 
one-time  costs  which  do  not  represent  increases  to  SSA's  ongoing  work-year 
needs.     For  example,  in  FY  1982  Implementation  and  start-up  costs  for  the 
change  to  retrospective  monthly  accounting  in  SSI  will  require  about 
400  work-years.  Once  the  legislation  is  implemented  fully,  the  net  effect 
SSA-wide  will  be  a  reduction  in  ongoing  administrative  costs.    Our  LAE 
budget  request  for  FY  1983  reflects  savings  of  approximately  900  work- 
years  and  $13.7  million  as  a  result  of  this  legislation.    The  table  below 
shows  the  impact  on  benefit  payment  outlays  in  FY  1982  and  FY  1983  of  the 
OASDI  and  SSI  provisions. 

Outlays  In  Millions 
FY  1982  FY  1983 

Provisions : 
OASDI: 

Eliminate  minimum  benefit  for  most 
new  beneficiaries  effective 
January  1982  (P.L.  97-35  as 

modified  by  P.L.  97-123)   -$43  -$85 

Eliminate  lump-sum  death 
benefits  when  there  is 
no  surviving  spouse  or 

surviving  entitled  child   -150  -188 

Begin  retired  workers'  and 
spouses'  benefits  with  first 

full  month  of  entitlement   -190  -215 


Retain  retirement  test  exempt 
age  at  72  through  1982  


-380 


-120 
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Phase  out  mothers'  and  fathers' 
benefits  when  youngest  child  is 

aged  16  or  over   -30  -75 

Round  benefits  to  next  lower  dime 
at  each  Intermediate  step  and  to 

next  lower  dollar  at  final  step....  -75  -260 

Modify  workmen * s  compensation 

offset  provision....   -42  -70 

Eliminate  trust  fund  payments 
for  vocational  rehabilitation 

(VR)  except  in  certain  cases....  -18  -63 

Phase  out  postsecondary  students' 

benefits   -615  -1,500 

Total  OASDI.  taking  account  of 

interaction  M   -$1 , 536         -$2 , 563 


SSI: 

Retrospective  monthly  accounting. .  -$20  21         -$40  2/ 

Eliminate  rninimum  Social  Security 
benefit  for  most  new  beneficiaries 
effective  January,  1982  (P.L.  97-35 

as  modified  by  P.L.  £7-123)   +3  +7 

Modify  VR  payments    ^8  -14 

Total,  SSI   -$25  -$47 


Sum  of  savings  by  provision  does  not  equal  total  savings  because 
estimates  for  each  provision  do  not  reflect  Interaction  with  any 
other  provisions,  while  the  total  reflects  interaction  among  all 
provisions. 

Savings  from  retrospective  accounting  assume  enactment  of  a  technical 
amendment  to  facilitate  coordination  of  the  timing  of  the  automatic 
benefit  increases  in  titles  II  and  XVI.    Without  the  technical 
amendment  this  provision  generates  costs  of  $30  million  in  FY  1982 
and  $5  million  in  FY  1983. 
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C.    Obtain  Work- Year  Savings 

In  this  budget  we  have  made  a  concerted  effort  to  reduce  the 
administrative  budget  for  nonessential  work  and  to  look  for  ways  to  save 
work-years,  consistent  with  the  Administration's  emphasis  on  holding  down 
the  size  of  the  Federal  work  force  and  reducing- administrative  overhead. 
Although  we  plan  to  Increase  administrative  resources  to  obtain  a  greater 
pay-off  in  program  savings,  we  do  not  plan  to  spend  any  administrative 
dollars  on  activities  which  are  not  essential. 

SSA's  FY  1983  budget  proposes  adoption  of  policy  changes  in  four  areas 
which  will  save  about  2,150  work-years  and  $56  million  annually.    In  part 
because  of  these  new  procedures,  SSA's  total  work-year  requirements  show  a 
decrease  from  FY  1982  to  FY  1983.    A  brief  discussion  of  each  change 
follows : 

1.  Defer  Nonmedical  Development 

Because  of  the  high  rate  of  medical  denials  In  disability  claims 
(about  65  percent),  under  current  procedures  we  are  spending  about 
1,300  work-years  annually  in  developing  nonmedical  factor's  of 
entitlement  in  claims  which  are  subsequently  denied  for  medical 
reasons.    By  deferring  development  of  nonmedical  factors  of 
entitlement  in  most  DI  and  SSI  claims  pending  medical  determinations 
of  disability  by  State  Disability  Determination  Services,  we  can  save 
work-years  in  SSA's  district  offices.    This  will  result  in  some 
increased  processing  time  for  paying  some  allowed  disability  claims; 
however,  we  are  seeking  ways  to  minimize  that  impact. 

2.  Maintain  35  Percent  Pre-effectuatlon  Review  (PER)  of  Disability 
Allowances  and  Eliminate  Discretionary  PER 

As  discussed  previously  in  this  statement,  we  plan  to  maintain  a  level 
of  35  percent  PER  in  FY  19 83  rather  than  increase  to  65  percent  (as 
required  by  current  law) .    We  also  eliminated  the  7  percent 
"discretionary"  PEP.  review  of  disability  denials,  cessations  and  SSI 
claims  Included  In  the  FY  1982  President's  budget.    The  FY  1983  budget 
estimates  that  these  changes  will  save  about  400  work-years  on  an 
annual  basis. 

3.  Representative  Payee  Accounting 

SSA  plans  to  streamline  its  representative  payee  accounting  procedures 
to  reduce  the  amount  of  resources  required  for  effective  monitoring  of 
representative  payees.    The  budget  for  FY  1982  and  FY  1983  assumes 
that  the  procedures  can  be  revised  to  require  about  one-half  (80)  of 
the  work-years  required  under  present  procedures.    (160  work-years 
were  in  the  FY  1982  President's  budget  for  this  activity.) 

4.  District  Office  Direct  Input  (DQDI)  of  Social  Security  Number 
Applications 

SSA  is  Implementing  a  new  procedure  to  shift  the  function  of  keying  of 
Social  Security  number  application  information  from  the  data 
operations  centers  to  the  district  offices.    Under  this  new  procedure 
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information  from  applications  received  in  SSA's  local  offices  will  be 
input  directly  into  SSA's  telecommunications  system.    This  change  will 
reduce  manual  handling  and  mailing  time  and,  consequently,  will 
provide  faster  turnaround  service  for  applications  for  new  and 
replacement  Social  Security  cards.    Further,  SSA  will  save  about  375 
work-years  and  $7-4  million  annually  as  a  result  of  this  new 
procedure. 

In  addition  to  these  four  SSA-inltiated  changes,  as  mentioned  previously, 
the  net  effect  of  the  OASDI/SSI  provisions  of  the  Omnibus  Budget 
Reconciliation  Act  of  1981  (P.L.  97-35)  is  a  reduction  in  SSA's  FY  1983 
administrative  costs  of  about  900  work-years  and  $13. 7  million^ 

Deal  With  Appellate  Backlogs 

Hearings  Workloads 

The  1980  Disability  Amendments  and  SSA  management  initiatives  in  the 
disability  process,  the  increasing  willingness  of  claimants  to  exercise 
their  right  of  appeal,  and  the  active  involvement  of  the  judiciary  in  the 
Social  Security  claims  process  will  cause  growth  in  the  number  of  hearings 
receipts  in  FY  1982  and  FY  1983. 


Hearings  Receipts 


 FY  1982   FY  1983 

President ' s  Revised 
Budget  (March  198I)       Estimate  Estimate 

Total   288,500  344,100  423,500 

Percentage  Increase..  '  — —  19. 3?  23.1% 

The  major  source  of  increased  hearings  in  FY  1982  and  FY  1983  will  be 
periodic  reviews  of  disability  beneficiaries  on  the  rolls.    This  results 
in  part  from  major  increases  in  the  number  of  periodic  reviews  being 
performed  (i.e.,  SSA  will  process  567,000  CDI's  in  FY  1982  and  806,000  in 
FY  1983,  compared  with  520,000  in  the  President's  March  budget  for 
FY  1982).    In  addition,  some  of  the  basic  assumptions  related  to  the 
number  of  hearings  which  actually  will  flow  from  periodic  reviews  have 
been  increased. 


Assumptions  Used  in  the  Budget  Request 

The  budget  request  for  FY  1983  assumes  the  following: 

—The  corps  of  administrative  law  judges  (ALJ's)  will  increase  from  its 
present  level  of  728  to  802  by  the  end  of  FY  1982  and  will  be  maintained 
at  roughly  that  level. 

— In  order  to  reduce  the  hearings  backlog  sufficiently  by  the  end  of 
FY  1982,  a  significant  increase  in  average  production  per  AU  must  be 
achieved . 
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— Reducing  the  backlog  is  particularly  important  if  SSA  is  to  avoid  any 
additional  court-ordered  processing  time  limits  and  the  attendant 
mandatory  interim  payment  of  benefits. 

— Improved  ALJ  production  can  be  achieved  through  increases  in  and  better 
utilization  of  support  staff,  greater  use  of  word  processing  equipment, 
and  increased  training  for  ALJ's  and  their  support  staff. 

A  summary  of  the  hearings  workload  projections  follows: 

Processed,  Pending  and  Production  Rates  for  Hearings  Cases 


FY  1982  FY  1983 

Estimate  Estimate 

Hearings  pending  at  start-of -year . . .  128,787  133,187 

Hearings  received  during  year   344,100  423,500 

Hearings  processed   339,700  383,300 

Hearings  pending  at  end-of-year   133,187  173,387 

ALJ's  on  duty  at  end-of-year   802  800 

ALJ  average  monthly  production  rate.  35.2  39. 9 

The  table  below  shows  the  work-years  budgeted  for  SSA's  Office  of  Hearings 
and  Appeals: 

FY  1981        FY  1982  FY  1983 

Actual         Estimate  Estimate 

Total  work-years   5,088  5,667  5,795 

Percentage  increase,  year- 
to-year   —  11.4%  2.3% 

Review  of  Hearings  Decisions 

A  major  area  requiring  immediate  attention  Is  to  improve  the  quality  and 
consistency  of  the  decisional  process.    The  most  obvious  indicator  of  the 
lack  of  consistency  is  the  allowance  rate  at  the  hearing  level.  Lower 
level  decisions  were  reversed  by  ALJ's  in  FY  1981  at  a  rate  of  about 
55  percent. 

Although  many  ALJ  allowance  decisions  cannot  be  attributed  simply  to 
problems  of  quality  and  consistency  alone,  a  significant  portion  of  cases 
are  allowed  by  ALJ's  because  of  differences  in  approaches  used  by  the 
Office  of  Hearings  and  Appeals,  and  by  other  SSA  components  and  the  States 
in  making  initial  and  reconsideration  decisions.    SSA  is  working  to 
resolve  these  differences  and  establish  a  single  set  of  adjudicatory 
standards  for  all  decisional  levels  to  follow. 

One  specific  step  to  improve  the  quality  and  consistency  of  ALJ  decisions 
has  been  the  implementation  of  an  ongoing  pre-effectuation  review  of  ALJ 
allowance  decisions,  as  required  by  Section  304(g)  of  P.L.  96-265  (the 
Bellmon  Amendment).    This  review  will  require  170  work-years  annually  and 
will  encompass  the  following  features: 
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— Approximately  15  percent  of  all  ALJ  allowance  decisions  will  be  reviewed 
by  the  end  of  FY  1982,  and  this  level  will  be  maintained  through 
FY  1983. 

— The  review  will  include  both  a  targeted  group  of  ALJ's  and  hearing 
offices  and  a  random  sample  of  all  ALJ  allowance  decisions. 

— Cases  are  initially  reviewed  by  experienced  analysts  who  make 
recommendations  to  the  Appeals  Council  to  accept  jurisdiction. 

— If  the  Appeals  Council  accepts  jurisdiction,  it  either  reverses  the 
decision  based  on  the  record  or  remands  the  case  back  to  the  hearing 
office . 

— The  review  should  result  in  a  substantial  savings  in  program  costs  (the 
actual  amount  is  indeterminable  at  this  point). 

E.    Improve  SSA's  Automatic  Data  Processing  Systems 

Ongoing  Expenses 

The  budget  request  for  the  Limitation  account  includes  the  following  for 
automatic  data  processing  (ADP)  and  telecommunications  equipment  lease  and 
purchase,  supplies,  and  contractual  services  (excluding  personnel  costs): 


FY  1982  FY  1983 

$123,436,000  $142,625,000 

At  this  time,  SSA's  budget  request  for  systems  is  basically  only  for 
"ongoing"  ADP /telecommunications  activities;  to  continue  current 
operations  and  existing  initiatives  in  FY  1982  and  FY  1983.    As  shown 
below,  SSA's  most  significant  systems  costs  in  FY  1982  and  FY  1983  are 
for: 

— The  upgrade  of  the  SSA  Data  Acquisition  and  Response  System  (SSADARS), 
the  Agency's  telecommunications  system;  and 

— Completion  of  the  move  of  SSA's  ADP  facilities  to  the  New  Computer 
Center  (NCC),  in  Woodlawn,  Maryland,  which  began  in  May  1980. 

SSA's  "Ongoing  ADP/Telecommunlcations  Budget  (excluding  personnel) 
(dollars  in  thousands) 

FY  1982  FY  1983 

SSADARS   $17,323  $60,672 

Move  to.NCC   7,733  2,780 

Other  M   98,380  79,173 

Total   $123,436  $142,625 

1/   Most  of  the  "other"  expenses  are  for  basic  costs  to  support  the 
Agency's  computer  activities — ADP  and  telecommunication  rentals, 
contracts  for  maintenance  of  equipment  and  other  ADP  services, 
supplies  directly  related  to  ADP  such  as  magnetic  tape  and  disk  packs. 
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and  smaller  purchases  of  equipment  and  software. 

Hie  major  reason  for  the  decrease  In  other  ongoing  costs  from  FY  1982 
to  FY  1983  is  the  decrease  In  costs  for  SSA's  old  teletype  and 
telecommunications  equipment  and  contracts  (about  -$9  million)  which 
are  being  replaced  and/or  Improved  through  the  SSADARS  upgrade. 

New  Plan 

SSA  is  developing  a  new  plan  to  deal  with  the  Agency's  serious  systems 
problems  and,  of  course,  the  budget  implications  of  this  plan  have  not 
been  assessed.    However,  in  order  that  the  Agency  has  sufficient 
flexibility  to  implement  the  systems  Improvement  plan,  we  have  included 
certain  changes  in  SSA's  Limitation  on  Administrative  Expenses 
appropriation  language  for  FY  1983 •    The  language  changes  are  discussed  in 
the  Explanation  of  Language  Changes  section  of  this  justification  and 
allow  for: 

— Use  of  the  $50  million  contingency  reserve  for  automation  projects — 
i.e.,  for  lease  and  purchase  of  ADP  and  telecommunications  equipment, 
supplies  and  contractual  services  not  anticipated  in  the  budget 
estimates,  for  the  purpose  of  modernizing  SSA's  computer  operations. 

— Carry-over  of  unobligated  balances,  to  be  made  available  for  ADP  and 
telecommunications  improvements  on  a  "no-year"  basis.    This  will  protect 
against  the  unpredictability  of  timing  in  major  systems  purchases. 
(Major  systems  purchases  are  particularly  prone  to  procurement 
challenges  by  unsuccessful  bidders,  which  can  delay  final  procurements 
into  the  next  fiscal  year.) 

Other  Matters  to  be  Brought  to  Committee  Attention 

Plan  for  FY  1982  Budget  Reductions 

Under  the  third  continuing  resolution  (CR)  for  FY  1982  (P.L.  97-92)  to 
extend  temporary  funding  authority  through  March  31»  1982,  Congress 
authorized  an  annual  level  of  spending  for  the  Limitation  on 
Administrative  Expenses  of  $3,017,000,000.    Our  current  request  for 
FY  1982  is  $3,059,900,000.    That  amount  is  $258,780,000  less  than  the 
President's  March  budget  request  for  FY  1982. 

The  following  table  shows  how  SSA  plans  to  achieve  the  reductions  from  the 
March  budget  request: 

Reductions  to  SSA's  Limitation  on  Administrative  Expenses 
(Budget  Authority  in  Millions  of  Dollars) 

FY  1982 

Eliminate  $170  million  contingency 
reserve  for  new  legislation,  primarily  for 
implementation  of  the  nunimum  benefit  provision  of 
the  Omnibus  Budget  Reconciliation  Act  of  1981 
(P.L.  97-35)  as  it  applied  to  current  Social 

Security  recipients   -$170.0 
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Implement  additional  procedural  changes  for 

savings  of  1,100  work-years  (e.g.,  accelerate 

budgeted  procedural  changes,  move  Social  Security 

number  issuance  from  the  Data  Operations  Centers  to 

the  district  offices)   -$25.2 

Reduce  the  State  Disability  Determination 

Services  budget  due  to  lower  spending  in  the 

first  quarter  under  continuing  resolutions,  and 

lower  workload  estimates   -15.0 

Reduce  work-years  budgeted  for  staff 

support  functions   -10.0 

Reduce  work-years  budgeted  for  employees  not 

subject  to  employment  ceilings,  such  as  summer 

aides   -10.0 

Reduce  travel  and  consultant  services  costs   -7.0 

Reduce  the  budget  for  equipment  purchases  (other 

than  automatic  data  processing  equipment)   -5.5 

Reduce  outside  research  contracts   -4.6 

Reduce  telephone  charges  through  better 

management  of  voice  communications   -4.4 

Reduce  the  budget  for  "other  services"  (e.g., 
tr*aining  tuition,  administrative  services, 

services  to  building  and  facilities,  etc.)   -3.5 

Other  reduced  requirements  due  to  delays  in 

approval  of  appropriation  for  FY  1982   -3.6 

Total,  reductions   -1258.8 


This  table  shows  $258.8  million  in  savings  from  the  March  budget 
estimates.    Our  previous  plan  assumed  additional  reductions  of 
$42.9  million  (for  a  total  of  $301.7  million  in  reductions),  to  be 
achieved  through  congressional  authorization  of  changes  in  the  Social 
Security  Act  or  through  appropriation  language  to  relieve  SSA  of  certain 
administrative  requirements: 

— preparation  of  personalized  denial  notices  for  disability  applicants 
whose  claims  are  denied, 

— payment  for  medical  evidence  of  record  in  support  of  disability 
insurance  claims, 

— deducting  attorney  fees  from  benefit  payments  made  after  successful 
appeals,  and 

— earmarking  funds  for  SSA's  construction  activity. 
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Congress  did  not  act  on  the  Administration's  request  for  appropriation 
language  to  permit  waiver  of  these  requirements  in  the  law.    As  a  result, 
SSA  is  seeking  a  supplemental  appropriation  of  $42.9  million  to  make 
itself  whole  for  the  administrative  budget  reductions  which  were  dependent 
on  legislative  change. 

Of  the  annual  level  of  $3,017  million  authorized  by  the  C.R.  (P.L.  97-92), 
$70  million  is  in  the  form  of  a  contingency  reserve.    SSA  plans  to  use  the 
full  contingency  amount  during  FY  1982.    The  contingency  tap  is  necessary 
for  SSA  to  process  unbudgeted  workloads  as  well  as  for  higher  than 
budgeted  requirements  of  State  agencies  (Disability  Determination 
Services)  in  excess  of  those  anticipated  in  the  September  1981  revised 
budget  estimates. 

October  1981  Federal  Civilian  Pay  Raise 

SSA's  appropriation  request  for  FY  1983  includes  the  effect  of  the 
4.8  percent  Federal  civilian  pay  raise  which  was  effective  October  198I 
and  the  increase  in  the  executive  pay  cap  effective  January  1982. 
However,  in  this  document  we  are  not  requesting  any  additional  funds  for 
these  increased  pay  costs  in  FY  1982,  which  we  currently  estimate  to  be 
about  $93.8  million  for  the  LAE  account. 

Pay  raise  supplemental  for  FY  1982  for  the  Government  as  a  whole  are  not 
being  sent  to  Congress  at  this  time.    We  expect  that  the  LAE  FY  1982  pay 
raise  supplemental  request  will  be  submitted  to  Congress  along  with  the 
pay  supplemental  for  other  agencies. 

Legislation  Assumed  in  the  FY  1983  Budget  Estimates 

The  FY  1983  estimates  assume  that  legislation  will  be  enacted  to  relieve 
SSA  of  certain  administrative  activities  which  now  are  required  by  law — 
activities  which  we  believe  are  of  lesser  priority  and  should  be  reduced 
in  order  to  conserve  scarce  administrative  resources. 

The  following  table  shows  the  administrative  requirements  we  propose  to 
reduce  or  eliminate  through  legislation  and  the  additional  funds  which 
would  be  needed  in  FY  1983  if  Congress  does  not  act  to  change  the 
requirements : 


Impact  ($  in  millions) 
FY  1983 


1. 


Preparation  of  personalized  denial 
notices  for  disability  applicants 
whose  claims  are  denied  


$31.0 


2. 


Payment  for  claimants'  cost 
of  medical  evidence  of  record  in 
support  of  their  disability 
insurance  claims  


11.4 


3- 


Providing  the  free  service  to  the 
legal  community  of  setting  reasonable 
attorney  fees  and  deducting  these  fees 
from  benefit  payments  made  after 
successful  appeals  


7-0 
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4.  Increasing  from  35  percent  to 

65  percent  the  number  of  disability 
allowances  and  continuances  subject 

to  pre-effectuation  review   9.5 

Total.   $58.9 

Appropriation  language  changes  are  proposed  to  save  FY  1983  administrative 
costs.    The  Administration  will  submit,  at  a  later  time,  substantive  legisla 
tion  paralleling  the  changes  in  the  appropriation  language. 


Status  Report  on  SSA's  Field  Space  Situation 

The  details  of  SSA's  construction  budget  are  discussed  in  the 
"Construction  Program"  activity  write-up  in  this  justification.  The 
purpose  of  this  highlight  is  to  bring  to  your  attention  some  of  the 
initiatives  underway  to  deal  with  SSA's  long-standing  space  problems  in 
the  field. 

Since  1977,  the  continued  decline  in  the  adequacy  of  SSA's  field  office 
space,  growing  problems  with  the  General  Services  Administration's  space 
acquisition  process,  and  increasing  congressional  interest  in  the  issue 
have  been  well-documented.    However,  we  believe  that  the  General  Services 
Administration  (GSA),  the  Department  of  Health  and  Human  Services  (HHS), 
and  the  Social  Security  Administration  (SSA)  now  have  in  place  a  plan  of 
action  which,  if  successful,  will  satisfy  the  outstanding  SSA  space 
requirements  on  an  expedited  and  acceptable  basis  without  the  need  for  a 
delegation  of  direct  leasing  authority  from  GSA  to  HHS  or  SSA. 

On  October  2,  1981,  the  Administrator  of  GSA  made  a  commitment  to  the 
Congress  that  he  would  undertake  a  priority  effort  to  satisfy  the 
outstanding  space  needs  of  the  Agency.    At  that  time,  the  inventory 
consisted  of  493  unsatisfied  requests  for  Improved  or  expansion  space,  631 
reimbursable  work  authorizations  and  26  trust  fund  construction  projects. 

GSA,  HHS  and  SSA  have  agreed  to  work  together  to  satisfy  the  backlog  of 
primary  SSA  actions  by  October  1,  1982,  and  to  complete  all  new  space 
requests  within  190  to  265  days  so  that  such  a  backlog  will  not  develop 
again.    We  are  making  good  progress  toward  those  goals.    Actions  completed 
thus  far  are  as  follows: 

1.  Space  acquisition  teams  (SAT's)  are  in  place  in  each  region  made  up  of 
personnel  from  the  General  Services  Administration,  the  Department  of 
Health  and  Human  Services,  and  the  Social  Security  Administration,  who 
are  solely  dedicated  to  obtaining  space  for  SSA.    There  is  a  total  of 
63  people  devoting  fall  time  to  this  effort. 

2.  HHS,  SSA  and  GSA  have  agreed  on  what  the  outstanding  backlog  of  space 
requests  is. 

3.  An  informal  appeals  procedure  has  been  established  to  resolve  any 
misunderstanding  concerning  space  solutions  and/or  suitability. 


903 


252 

4.  Schedules  of  events  have  been  established  for  monitoring  each  space 
request  as  it  goes  through  the  process  necessary  to  achieve  occupancy 
by  SSA.    The  Administrator  of  GSA  also  has  established  a  monitoring 
control  group  in  his  office  to  keep  track  of  progress  or  lack  of 
progress  in  each  case. 

5.  HHS,  SSA  and  GSA  have  each  appointed  a  senior  official  to  coordinate 
and  manage,  to  a  successful  conclusion,  this  extraordinary  effort. 

As  of  January  1,  1982,  the  number  of  pending  SSA  space  requests  had 
dropped  to  442,  a  decrease  of  51  since  the  project  began. 

D.  National  Commission  on  Social  Security  Reform 

The  budget  estimates  include  $800,000  in  FY  1982  and  $425,000  in  FY  1983 
for  the  expenses  of  the  National  Commission  on  Social  Security  Reform.  In 
Executive  Order  12335  dated  December  16,  1981,  the  President  established 
the  National  Commission  to: 

— review  the  current  and  long-term  financial  condition  of  the  Social 
Security  trust  funds; 

— identify  problems  that  may  threaten  the  long-term  solvency  of  such 
funds; 

— analyze  potential  solutions  to  such  problems  that  will  both  assure  the 
financial  integrity  of  the  Social  Security  system  and  the  provision  of 
appropriate  benefits; 

— and  provide  appropriate  recommendations  to  the  Secretary  of  Health  and 
Human  Services,  the  President,  and  the  Congress  by  December  31,  1982. 

E.  Cost  of  Withers  Consent  Decree 

Pursuant  to  a  consent  decree  filed  February  10,  1981  with  the  U.S. 
District  Court  for  the  Eastern  District  of  Texas,  Sherman  Division  (Betty 
Withers,  et.  al.  vs.  Patricia  Roberts  Harris,  Secretary,  HHS),  the 
Department  of  HHS  agreed  to  spend  $3,180,000  for  employee  training  and 
career  development  in  the  Dallas  region  over  the  next  6  years.  The 
consent  decree  involved  settlement  of  a  class  action  suit  alleging  race 
and  sex  discrimination.    The  Department  has  asked  SSA  to  assume 
responsibility  for  66  percent  of  the  costs  of  the  decree,  or  approximately 
$350,000  per  year,  based  on  SSA's  portion  of  the  total  employee 
population. 

The  budget  estimates  include  $350,000  for  FY  1982  and  $350,000  for  FY  1983 
for  this  purpose.    The  FY  1982  amount  will  be  obtained  through 
^programming  within  "other  services". 

Information  on  Key  Budget  Areas 

A.  Employment 

A  sunmary  of  SSA/OCSE  work-year  requirements  and  associated  employment 
needs  is  provided  below.    The  limitation  on  Administrative  Expenses  (LAE) 
covers  trust  fund  and  SSI  program  needs.    In  addition  to  LAE,  "all 
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programs"  Includes  assistance  payments,  black  lung,  Federal  energy 
assistance,  and  reimbursable  work. 

FY  1981  FY  1982  2/  FY  1983 

Actual  Estimate  Estimate 

Total  work-years 

LAE  only   84,262         87,570  85,839 

All  programs   85,958         89,402  ir  87,655 

Full-time  permanent  \ 
positions  authorized 

LAE  only   78,335         76,129  76,142 

All  programs   79,900         77,800  77,800 

Full-time  permanent 
positions  filled 
end-of-year 

LAE  only   72,987         74,129  74,142 

All  programs   74,570         75,800  75,800 

Temporary  and  part-time 
positions  filled 
end-of-year 

LAE  only   9,450         10,370  8,285 

All  programs   9,670         10,650  8,550 


1/   The  FY  1982  estimate  has  been  adjusted  to  reflect  a  number  of  transfers 
to  other  agencies. 

2/    Includes  600  work-years  of  overtime  to  be  funded  from  the  $42.9  million 
program  supplemental  requested. 

Mix  of  Work-Years  and  Employment 

The  following  table  summarizes  the  mix  of  work-years  achieved  by  type  for  all 
programs  administered  by  SSA: 

Work- Years  (All  Programs) 

 FY  1981  FY  1982  FY  1983 

Percent  Percent  Percent 

Actual         of  Total      Estimate   of  Total  Estimate   of  Total 

Full-time 

permanent..  73,508  85-5%  75,163  84.1$  75,893  86.6% 

All  other..  9,442  11.0$  11,130  12.4%  8,257  9-4% 

Overtime...  3,008  3- 5$  3,109  3-5%  3,505  4.0% 

Total   85,958  100.0%  89,402  100.0%  87,655  100.0% 
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In  comparison  to  FY  1981,  total  Agency  work-year  requirements  Increase  by  3,444 
in  FY  1982.    Some  of  the  major  reasons  for  the  increase  are: 

— An  increase  in  appellate  workloads  resulting  from  a  higher  level  of  appeals 
and  a  higher  percentage  of  terminations  from  the  rolls  due  to  continuing 
disability  investigations. 

— Processing  two  calendar  years  (1979  and  198O)  of  earnings  through  the 

Automatic  Earnings  Reappraisal  Operations  (AERO)  to  adjust  benefit  amounts  for 
beneficiaries  who  have  continued  to  work  and  as  a  result  are  entitled  to 
higher  monthly  benefits. 

— Increased  earnings  enforcement  activities  to  detect  overpayments  resulting 
from  beneficiaries  understating  or  not  reporting  earnings  for  those  years. 

In  comparison  to  FY  1982,  total  Agency  work-year  requirements  decrease  by  1,747 
in  FY  1983.    Some  of  the  major  reasons  for  the  decrease  are: 

— Processing  one  AERO  run  (for  calendar  year  1981  earnings)  rather  than  two  as 
in  FY  1982.    Two  runs  are  scheduled  for  FY  1982  in  order  to  get  current  in 
AERO  processing. 

— Full  implementation  of  certain  procedural  changes  (discussed  in  the  "Obtain 
Work- Year  Savings"  section  of  this  statement)  to  save  work-years. 

— Decreased  work-year  requirements  related  to  Implementation  of  the  Omnibus 
Budget  Reconciliation  Act  of  1981  (P.L.  97-35). 

The  main  thrust  of  the  SSA/OCSE  employment  request  is  to: 

1.  Maintain  a  stable  permanent  work  force  to  handle  ongoing  workloads.  In 

FY  1982  and  FY  1983,  full-time  permanent  (FTP)  employment  remains  level,  with 
an  estimated  75,800  positions  filled  at  the  end  of  each  year. 

2.  Provide  sufficient  temporary  employment  and  overtime  to  process  one-time 
work.    SSA's  budget  request  for  FY  1983  provides  for  8,257  "all  other"  (part- 
time  and  temporary)  work-years — a  decrease  of  about  2,900  work-years  from  the 
FY  1982  level.    A  large  increase  in  temporary  employment  is  provided  in 

FY  1982  for  processing  certain  one-time  work,  such  as  the  processing  of  two 
AERO  runs. 

3.  Hold  down  actual  employment  Increases  consistent  with  the  Administration's 
desire  to  reduce  Federal  employment.    Work-year  requirements  are  derived  from 
an  analysis  of  workloads  and  the  productivity  to  process  them.    These  work- 
year  requirements  are  met  by  a  combination  of  full-time  permanent,  temporary 
and  part-time  employment,  and  overtime.    When  workloads  are  underrealized,  or 
productivity  exceeds  budget  estimates,  Agency  policy  is  to  cut  back  on 
overtime  usage.    (This  occurred  during  FY  1981  when  actual  overtime  usage — 
3,008  work-years,  or  3-5  percent  of  total  work-years — was  less  than  budgeted 
overtime — 4,405  work-years,  or  4.9  percent  of  total  work-years.) 
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At  about  3,500  work-years,  overtime  Increases  to  4.0  percent  of  total  work- 
years  in  the  Agency's  budget  estimates  for  FY  1983 .  Additional  overtime  is 
needed  to  enable  SSA/OCSE  to  hold  down  FTP  employment. 


Budget  for  Disability  State  Agencies 

Resources  for  the  Disability  State  agencies  require  an  increasing  share  of  the 
total  SSA  administrative  budget. 


Limitation  on 

Disability 

Administrative  Expenses 

State  Agency 

Obligations  1/ 

Obligations 

Percent 

FY  1978  

..  $2,094,344,270 

$280,159,471 

13.4% 

2,216,138,808 

309,135,918 

13-95S 

FY  1980  

2,388,198,000 

342,664,928 

14.3% 

2,690,934,000 

434,335,465 

16.1% 

FY  1982  estimate.. 

..  3,035,309,000 

561,659,000 

18.5% 

FY  1983  estimate.. 

3,302,425,000 

668,790,000 

20.3% 

1/    Excludes  construction  obligations. 

The  major  reasons  that  the  Disability  State  agencies  require  an  increasing  share 
of  the  total  SSA  administrative  budget  are: 

— Continued  emphasis  on  payment  accuracy  and  overall  quality,  consistency,  and 
validity  of  disability  determinations. 

—The  Disability  Amendments  of  1980  (P.L.  96-265).      In  FY  1982,  this 
legislation  is  estimated  to  increase  State  agency  administrative  costs  by 
$103,501,000  for  pre-effectration  review  of  State  agency  determinations, 
periodic  review  of  current  disability  beneficiaries,  purchase  of  existing  title 
II  medical  evidence,  and  preparation  of  personal  denial  notices.    The  budget 
excludes  administrative  resources  for  State  agency  purchase  of  title  II  medical 
evidence  and  preparation  of  personal  denial  notices  in  FY  1983  since  SSA  is 
requesting  legislative  relief  from  these  provisions  (a  reduction  of  $37.5 
million  from  FY  1982).    However,  State  agency  costs  increase  by 
$82,996,000  in  FY  1983  over  FY  1982  for' increasing  the  number  of  periodic 
reviews  and  maintaining  the  35  percent  level  of  pre-effectuation  review. 

— Increased  consultative  examination  purchases.    Consultative  examinations  are 
required  in  cases  in  which  the  claimant  cannot  provide  sufficient  medical 
evidence  to  enable  the  disability  examiner  to  make  an  allowance  or  denial 
determination.    As  shown  in  the  table  below,  the  consultative  examination 
rate — the  number  of  consultative  examinations  purchased  as  a  percent  of  the 
total  number  of  claims  processed  by  the  State  agencies — has  increased  by  more 
than  20  percent  between  FY  1978  and  FY  1981. 


907 


256 

Consultative  Examination  Rate 
(Percent) 

Combined  DI  and 
SSI  Programs 


FY  1978    30.3? 

FY  1979    32.1? 

FY  1980    33-2? 

FY  1981    36.9? 

FY  1982  estimate   38.5? 

FY  1983  estimate   39-8? 


C.  Work  Output  and  Productivity 

Traditionally,  SSA  has  provided  the  Congress,  as  part  of  the  "General 
Statement"  for  this  account,  an  analysis  of  work  output  and  productivity  for 
the  past  year  (i.e.,  FY  1981  actual)  and  the  current  and  budget  years  (FY  1982 
and  FY  1983  estimates),  for  both  SSA  proper  and  the  Disability  State  agencies. 

This  year,  because  of  analysis  of  the  impact  of  the  current  continuing 
resolution  (P.L.  97-92,  enacted  December  15,  1981)  on  funding  for  FY  1982,  and 
because  some  important  budget  decisions  for  FY  1983  were  not  completed  until 
very  late  in  the  process,  we  were  unable  to  conclude  the  work  output  and 
productivity  analysis  in  time  for  the  printing  of  this  document.    We  will 
provide  this  information  to  the  Committees  when  it  is  available. 

D.  Regulatory  Activities 

Neither  the  Social  Security  Administration  nor  the  Office  of  Child  Support 
Enforcement  is  a  regulatory  agency.    SSA/OCSE  regulations  closely  parallel 
authorizing  statutes  and  do  not  impose  a  compliance  cost  on  the  private  sector 
or,  with  limited  exceptions,  on  the  States.    No  regulations  have  had  a  cost 
impact  of  a  significance  great  enough  to  require  regulatory  impact  analysis 
under  Executive  Order  12291,  which  is  intended  to  identify  Federal  regulations 
with  large  compliance  costs. 

In  a  broad  sense,  all  the  Agency's  employees  are  engaged  in  carrying  out  the 
law  and  regulations.    Approximately  95  work-years  are  devoted  to  the  specific 
task  of  developing  and  promulgating  regulations  for  the  programs  which  SSA  and 
OCSE  administer. 
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Program  Accomplishments 


During  the  past  five  years  (FY  1978-FY  1982),  the  Social  Security  Administration 
has  performed  its  basic  mission  to: 

— make  monthly  cash  payments  to  old-age  and  survivors  insurance  (OASI),  disability 
insurance  (DI),  and  supplemental  security  income  (SSI)  beneficiaries,  and  to 
keep  the  benefit  rolls  up-to-date; 

— process  new  claims  for  OASI,  DI  and  SSI  benefits; 

— process  appeals  related  to  claims  for  OASI,  DI  and  SSI  benefits; 

—check  on  the  continuing  eligibility  of  beneficiaries  on  the  rolls,  for  example, 
through  continuing  disability  investigations,  annual  reports  of  earnings  and 
periodic  redeterminations  of  SSI  eligibility; 

— maintain  earnings  records  for  the  Nation's  active  workers,  as  a  base  for 

dete mining  eligibility  to  Social  Security  benefits  and  the  benefit  amounts;  and 

— issue  new  Social  Security  numbers. 

Some  of  the  representative  indicators  of  this  performance  are  shown  below: 


SSI 
(monthly 

Fiscal  Year  OASI  DI  average) 

Beneficiaries 
(mid-point  of  fiscal  year) 

1978   29,279,000  4,870,000  4,246,000 

1979   29,939,000  4,882,000  4,210,000 

1980   30,466,000  4,770,000  4,160,000 

1981   31,153,000  4,693,000  4,111,000 

1982  estimate   31,618,000  4,415,000  4,126,000 

New  Claims  Processed 

1978   3,754,500  1,861,300  1,152,300 

1979   3,888,400  1,913,500  1,224,000 

1980   3,960,200  1,938,400  1,254,800 

1981   3,986,600  1,856,800  1,174,400 

1982  estimate   3,276,100  1,673,100  1,294,200 
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Appeal  Actions  Processed 
(reconsiderations,  hearings  and  appeals) 


Fiscal  Year  OASI  DI  SSI 

1978   33,100  453,300  364,700 

1979   34,100  464,100  393,700 

1980   35,100  511,400  410,100 

1981   33,400  565,400  439,800 

1982  estimate   40,700  689,800  487,400 


Continuing  Eligibility  Activities 

Continuing  Annual 
SSI  Disability      Reports  of 

Fiscal  Year  Redeterminations    Investigations  Earnings 


1978                             4,421,800  339,900  1,387,600 

1979                              4,579,900  434,300  1,632,100 

1980                             3,545,200  369,900  1,843,700 

1981                              3,273,800  453,000  1,858,700 

1982  estimate                  3,081,700  796,600  1,927,200 

Other 

Earnings  New  Social 

Items  Security 
Fiscal  Year                     Posted  ±c        Numbers  Issued 

1978                             319,042,600  11,470,300 

1979                            137,335,700  11,151,500 

1980                            291,729,400  12,938,300 

1981                             246,049,400  13,223,700 

1982  estimate                214,395,800  13,594,100 


— 7    Quarterly  and  annual  reports 

In  addition,  during  this  period  SSA  has  made  an  effort  to  improve  administration 
of  the  OASI,  DI,  and  SSI  programs.    Some  of  the  major  accomplishments  are  as 
follows : 

1.    Implemented  Major  New  Legislation 

a.    Omnibus  Budget  Reconciliation  Act  of  1981  (P.L.  97-35).    Implementation  of 
major  provisions  is  on  schedule: 

— elimination  of  minimum  Social  Security  benefit  for  new  beneficiaries, 
-  effective  January  1982; 

— elimination  of  lump-sum  death  payment  where  there  is  no  surviving  spouse 
or  surviving  entitled  child,  effective  September  1981; 


910 


259 

— phase  out  postsecondary  students  benefits,  effective  May  1982;  and 
— SSI  retrospective  monthly  accounting,  effective  April  1982. 

b.  Social  Security  Disability  Amendments  of  1980  (P.L.  96-265),  including 
initiatives  to  Improve  administration  of  the  disability  program: 

— initiated  pre-effectuation  review  of  a  portion  of  disability  allowances 
and  continuances  {15%  in  FY  1981  and  35%  in  FY  1982); 

— initiated  periodic  review  of  disability  beneficiaries  on  the  rolls; 

— initiated  "own  motion"  review  by  the  Appeals  Council  of  administrative 
law  judge  allowances j  and 

—issued  regulations  citing  performance  standards  for  the  State  agencies 
for  accuracy  and  processing  time  in  initial  claims.    The  States  have 
been  operating  under  these  standards  since  June  1,  1981.    We  are 
continuing  to  work  on  developing  similar  standards  for  reconsideration 
cases  and  continuing  disability  investigations,  as  well  as  standards  for 
cost-effectiveness . 

c.  Social  Security  Amendments  of  1977  (P.L.  95-216).    Major  provisions 
include : 

— "decoupling"  the  social  security  benefit  structure  in  order  to  stabilize 
future  replacement  rates.    The  decoupled  benefit  structure  is  based  upon 
Indexing  the  worker's  earnings  and  the  benefit  formula  to  changes  in 
average  wages  so  that  benefit  protection  will  rise  with  wages  during 
working  years  and  with  the  consumer  price  index  after  retirement, 
disablement  or  death. 

— modifications  to  the  retirement  test  to  eliminate  the  monthly  test  in 
years  after  the  initial  year  of  retirement  and  to  provide  for  increases 
in  the  annual  exempt  amounts.    The  retirement  test  determines  the  point 
at  which  Social  Security  beneficiaries  lose  benefits  as  a  result  of 
earnings  from  work. 

— authorization  for  the  President  to  enter  into  bilateral  agreements  with 
foreign  countries  to  provide  for  limited  coordination  of  their  Social 
Security  systems  with  that  of  the  United  States.    We  have  entered  into 
"totalization"  agreements  with  Italy  (effective  November  1,  1978),  West 
Germany  (effective  December  1,  1979),  and  Switzerland  (effective 
November  1,  1980).    Further,  agreements  have  been  reached  or  are  near 
completion  with  Canada,  Belgium,  Norway  and  the  United  Kingdom;  and 
prospects  are  excellent  that  they  will  be  submitted  to  Congress  during 
FY  1982  and  FY  1983.    Totalization  discussions  are  in  various  stages 
with  a  large  number  of  other  countries  Including  Japan,  France,  Spain 
and  Sweden. 
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d.  Annual  Wage  Reporting  Legislation  (P.L.  94-202).    Effective  for  calendar 
year  1978  earnings,  SSA  implemented  a  system  of  combined  annual  wage 
reporting  for  SSA  and  IRS  purposes,  for  most  employers.    Ihe  Social 
Security  Amendments  of  1977  simplified  the  annual  wage-reporting 
provisions  so  that  quarterly  data  would  no  longer  be  needed  to  determine 
quarters  of  coverage. 

e.  Other  legislated  changes  such  as: 

— the  prisoner  provisions  of  P.L.  96-473  to  suspend  disability  benefits  to 
persons  convicted  of  a  felony  unless  they  are  participating  in  a 
rehabilitative  program, 

— modifications  to  the  earnings  test  to  restore  a  monthly  test  in  the  year 
in  which  entitlement  ends  (P.L.  96-473),  for  certain  beneficiaries  who 
suffered  harsh  results  as  a  result  of  elimination  of  the  monthly  test  by 
the  1977  amendments,  and 

— reduction  in  the  retroactive  period  for  which  an  eligible  person  may 
become  entitled  to  Social  Security  benefits  from  12  to  6  months,  except 
for  disabled  workers,  their  dependents  and  disabled  widows  and  widowers 
(P.L.  96-499). 

Achieved  Economies  and  Improvements  in  Program  Administration  (other  than 
those  required  by  legislation): 

a.  Reduced  full-time  permanent  (FTP)  employment.    In  spite  of  new 
responsibilities  and  implementation  of  significant  legislative  changes,  we 
estimate  that  by  the  end  of  FY  1982  the  Agency's  total  FTP  employment  will 
have  declined  by  about  2,500  from  the  level  at  the  beginning  of  FY  1978. 

b.  Improved  productivity.    As  shown  below,  during  the  portion  of  this  period 
for  which  actual  productivity  data  is  available,  an  average  of  2  percent 
annual  productivity  improvement  was  achieved: 


Productivity  improvement  is  due,  in  part,  to  increased  automation  of 
various  initial  claims  and  post-entitlement  actions,  and  implementation  of 
procedural  changes  to  reduce  administrative  costs. 


Fiscal  Year 


Percent  of  Year-to-Year  Change 
Productivity  Work  Output 


1978   -.9? 

1979   +4.9% 

1980   +2.1% 

Average  annual  change.  +2.0? 


-2.6? 
+4.9? 
+1.0? 
+1.1? 
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c.  Awarded  a  contract  to  supply  the  keystations  to  form  the  terminal  network 
to  replace  SSA's  old  teletype  and  telecommunications  equipment  in  SSA's 
district  and  branch  offices.    By  the  end  of  FY  1982,  most  of  the  new 
keystations  will  be  installed. 

d.  Completed  major  Headquarters  construction  projects: 

— Headquarters  personnel  moved  into  the  new  Metro  West  Building  in 
Baltimore,  Maryland  in  February  1980;  and  , 

— occupancy  of  the  New  Computer  Center  in  Woodlawn,  Maryland  began  in  May 
1980  with  full  occupancy  scheduled  for  the  first  quarter  of  FY  1983. 

e.  Brought  SSA's  space  problems  to  the  attention  of  Congress  and  entered  into 
an  agreement  with  GSA  to  work  with  that  Agency  to  Improve  SSA's  field 
space  situation.    Thus  far  progress  has  been  good,  and  we  are  optimistic 
that  this  effort  will  be  successful. 

f .  Completed  the  process  of  converting  the  paper  Social  Security  number  files 
(SS-5  files),  an  estimated  265  million  "applications  for  a  Social  Security 
number",  to  an  electronic  data  base.    This  has  saved  resources  through 
reduced  storage  space  needs  and  increased  efficiency  f ran  using  an 
electronic  data  base  rather  than  a  paper  file. 

g.  Nearly  completed  the  job  of  converting  39  million  quarterly  wage  items 
from  the  period  1937-1955  from  manual  files  to  computer  tape.  This 
conversion  is  a  first  step  to  posting  some  of  the  items  which  could  not  be 
posted  to  individual  earnings  records  because  the  name  and  Social  Security 
number  did  not  match  information  in  our  files. 

h.  Tightened  up  evidentiary  requirements  for  issuing  Social  Security  numbers 
(SSN)  and  cards  in  order  to  improve  the  integrity  of  the  process.  These 
procedures  make  it  more  difficult  for  illegal  aliens  and  other  SSN 
applicants  to  obtain  Social  Security  cards  for  fraudulent  or  illegal 
purposes . 

3.    Established  New  Quality  Assurance  Systems  and  Pursued  Measures  to  Improve 
Payment  Accuracy  and  Ensure  Program  Integrity: 

a.  Implemented  an  action  plan  to  identify  and  collect  outstanding  beneficiary 
overpayments  in  the  OASI,  DI,  and  SSI  programs. 

b.  Established  new  quality  assurance  systems  for  the  OASI  and  DI  programs  to 
measure  overall  payment  accuracy  of  the  benefit  rolls.    (The  SSI  quality 
assurance  system  was  in  place  prior  to  FY  1978). 

c.  Recontacted  widows  and  widowers  in  FY  1980  and  FY  1981  to  determine  if 
they  had  remarried,  and  reinstituted  contact  of  educational  institutions 
and  student  beneficiaries  beginning  in  FY  1979  and  FY  1980  to  verify 
school  attendance. 
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Old  Age  and  Survivors  Insurance  Program 
Authorizing  Legislation:    Section  201(g)(1)  of  the  Social  Security  Act. 


FY  1982 
Currently 
Available 

FY  1982 
Revised 
Estimate 

FY  1983 
Estimate 

Increase 

or 

Decrease 

Old-Age  and  Survivors 
Insurance : 

,  $982,702,000 

$1,005,821,000 

$1,094,371,000 

+$88,550,000 

Permanent  positions...., 

32,719 

32,719 

32,812 

+  93 

36,895 

37,495 

36,731 

-764 

Purpose  and  Method  of  Operation 

Funds  requested  for  the  old-age  and  survivors  insurance  (OASI)  program  provide 
for: 

1.  the  initial  determination  of  eligibility  of  workers,  wives,  widows, 
children  and  dependent  parents  for  old-age  and  survivors  insurance 
benefits; 

2.  reevaluation  of  the  initial  determination  when  requested  by  the 
claimant; 

3.  processing  current  changes  to  the  beneficiary  rolls  to  assure  proper 
payment  of  benefits;  and 

4.  investigation  of  the  beneficiaries'  continuing  eligibility  for 
benefits,  including  evaluation  of  the  performance  of  representative 
payees . 

In  addition,  the  old-age  and  survivors  insurance  activity,  along  with  the 
disability  and  health  insurance  activities,  includes  a  distributive  share  of 
the  following  functions  which  support  all  Social  Security  programs: 

-  the  issuance  of  Social  Security  numbers; 

-  the  maintenance  of  earnings  records  for  workers  covered  by  the  Social 
Security  programs; 

-  the  overall  direction  of  the  Social  Security  Administration;  and 

-  administrative  services. 
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Rationale  for  the  Budget  Request 

The  FY  1983  request  finances  workload  processing  (initial  enrollment, 
appellate  decisions,  maintenance  of  the  beneficiary  rolls  and  continuing 
eligibility  reviews)  and  other  functions  of  the  OASI  program. 


I.    Workloads  and  Planned  Improvements 

A.    Workload  Trends 

The  number  of  old-age  and  survivors  insurance  beneficiaries  receiving 
payments  is  an  indicator  of  the  general  workload  trend  in  this 
activity.    The  table  below  shows  the  average  number  of  persons 
receiving  benefits  and  the  amount  of  benefits  paid  in  selected  years. 


Average  Number  of 

Beneficiaries  in  Benefits  Paid 

Fiscal  Year  Current  Payment  Status  Earing  Year 


1970   22,889,000  $  26,266,928,000 

1975   26,942,000  54,838,818,000 

1980   30,466,000  100,615,304,000 

1981   31,153,000  119,413,467,000 

1982  estimate   31,618,000  134,917,700,000 

1983  estimate   32,062,000  149,062,500,000 


The  number  of  persons  on  the  old-age  and  survivors  insurance 
beneficiary  roll  will  continue  to  increase  for  many  years  into  the 
future.    The  normal  year-to-year  growth  in  beneficiaries  and  in  the 
amount  of  benefits  paid  is  in  large  measure  dependent  on  population 
and  economic  growth  and  demographic  changes.    Year-to-year  growth  also 
is  affected  by  legislative  changes  to  the  basic  Social  Security  Act. 
For  example,  as  indicated  in  the  above  table,  the  beneficiary  roll  is 
expected  to  grow  at  a  slower  rate  during  FY  1982  and  FY  1983  than  it 
has  in  the  recent  past.    This  is  due  largely  to  two  provisions  of 
Public  Law  97-35,  enacted  August  13,  1981  which  eliminate  the  lump-sum 
death  benefit  effective  September  1§81  and  require  a  phase-out  of 
student  benefits  beginning  May  1982. 

The  amount  of  benefits  paid  each  year  increases  as  the  number  of 
beneficiaries  increases.    In  addition,  average  monthly  benefits 
increase  as  general  earnings  rise  and  annual  automatic  cost-of-living 
benefit  increases,  authorized  by  law,  go  into  effect.    The  most  recent 
automatic  benefit  adjustment  was  an  11.2  percent  increase,  effective 
for  June  1981.    The  estimated  benefit  amounts  for  FY  1982  and  FY  1983 
assume  an  8.1  percent  automatic  increase  effective  for  June  1982  and  a 
6.5  percent  increase  effective  for  June  1983- 

The  principal  workload  volumes  included  in  this  activity  are  shown 
below: 
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Increase  or 

FY  1982  FY  1983  Decrease 

Estimate  Estimate          Volume  Percent 

Processed  claims  for 

retirement  and  survivors 

insurance  benefits               3,276,100  3,255,500        -20,600  -0.6% 

Average  number  of 

beneficiaries  served.,...  32,728,000  33,352,000      +624,000  +1.0% 

Appellate  actions  processed 
(includes  reconsidera- 
tions, hearings  before 
administrative  law  judges 
and  appeals  to  the  Appeals 

Council)   40,700  40,400  -300  -0.7% 

Maintenance  of  beneficiary 
rolls  (includes  changes 
of  address,  status 
changes,  benefit 
recomputations,  over- 
payment recovery  activity 
and  the  Issuance  of 

checks)   46,583,000     45,190,000    -1,393,000  -3-0% 

Three  of  the  workload  indicators  above  show  decreases  rather  than 
increases  due  to  the  effect  of  1981  legislation  phasing  out  student 
benefits.    This  is  the  principal  cause  of  the  decline  in  claims, 
appellate  actions,  and  maintenance  activities.    Another  factor  causing 
maintenance  actions  to  der  rease  in  FY  1983  is  our  attempt  during 
FY  1982  to  catch  up  on  recomputations  of  benefits  based  on  earnings 
after  entitlement. 

Planned  Improvements 

Planned  improvements  for  the  old-age  and  survivors  insurance  program 
are  the  result  of  management  actions,  many  of  which  are  addressed  in 
the  "General  Statement"  exhibit  for  this  account.    Such  actions 
include : 

— enhancing  the  process  of  prevention,  detection  and  recovery  of 
overpayments . 

— streamlining  the  process  of  issuing  new  and  replacement  Social 
Security  cards  in  order  to  better  serve  the  public  and  also  save 
administrative  resources. 

— continuing  the  expansion  of  SSA's  in-house  telecommunications 
systems,  which  will  reduce  folder  maintenance  activities  in  field 
offices . 


— moving  to  a  more  efficient  automated  case  control  system  in  program 
service  centers,  which  will  reduce  processing  time  and  save  clerical 
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resources  devoted  to  folder  control  activities. 

II.    Work-Year  Requirements 

Work-year  requirements  for  the  OASI  program  decrease  from  37,495 
work-years  in  FY  1982  to  36,710  work-years  in  FY  1983.    The  decrease  of 
785  work-years  is  the  net  result  of  the  workload  trends  and  planned 
improvements  which  are  addressed  above. 

III.    Money  Requirements 

Increase 

FY  1982  FY  1983  or 

Estimate  Estimate  Decrease 

Obligations   $1,005,821,000       $1,094,371,000  +$88,550,000 

Total  administrative  costs  of  the  Social  Security  Administration  are 
allocated  to  each  activity  based  upon  standard  cost  accounting  principles 
and  are  consistent  with  the  workloads  and  work-years  associated  with 
administering  each  program.    The  year-to-year  increase  of  $88,550,000  in 
obligations  is  the  net  effect  of  this  activity's  share  of  the  increases 
and  decreases  explained  in  the  "Summary  of  Changes"  exhibit  for  this 
account . 
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Disability  Insurance  Program 
Authorizing  Legislation:    Section  201(g)(1)  of  the  Social  Security  Act. 

FY  1982           FY  1982  Increase 
Currently         Revised           FY  1983  or 
 Available  Estimate  Estimate  Decrease 

Disability  Insurance  Program: 

Budget  authority             $1,054,678,000  $1,065,542,000  $1,154,356,000  +$88,814,000 

Permanent  positions....               21,700  21,700  21,700   

Work-years                                 23,593  23,593  23,428  -165 


Purpose  and  Method  of  Operation 

Funds  requested  for  the  disability  insurance  (DI)  program  provide  for: 

1.  the  initial  determination  of  eligibility  of  disabled  workers  and  their 
dependents  for  disability  insurance  benefits; 

2.  reevaluation  of  the  initial  determination  when  requested  by  the 
claimant; 

3-    processing  current  changes  to  the  beneficiary  rolls  to  assure  proper 
payment  of  benefits;  and 

4.    investigation  of  beneficiaries*  continuing  eligibility  for  benefits, 
including  evaluation  of  the  performance  of  representative  payees. 

The  administrative  budget  for  the  disability  insurance  program  also  includes 
the  costs  of  State  agencies  which  determine  the  existence  and  continuance  of  a 
disability. 

In  addition,  the  disability  insurance  activity  includes  a  distributive  share 
of  the  following  functions  which  support  all  Social  Security  programs: 

— the  issuance  of  Social  Security  numbers; 

— the  maintenance  of  earnings  records  for  workers  covered  by  the  Social 
Security  programs; 

— the  overall  direction  of  the  Social  Security  Administration;  and 

— administrative  services. 
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Rationale  for  the  Budget  Request 

The  FY  1983  budget  request  for  this  activity  finances  workload  processing 
(initial  enrollment,  appellate  decisions,  maintenance  of  the  beneficiary  rolls 
and  continuing  eligibility  reviews)  and  other  functions  of  the  DI  program. 
This  request  also  includes  administrative  resources  for  implementation  of  the 
1980  Disability  Amendments  (P.L.  96-265).    However,  the  level  of  funds 
requested  anticipates  Congressional  approval  of  legislative  relief  from 
certain  provisions  of  the  Amendments  in  order  to  conserve  administrative 
resources  while  maintaining  program  benefit  savings.    This  issue  and  the 
specific  provisions  affected  are  addressed  in  the  "General  Statement"  section 
of  this  justification  and  in  the  sections  on  "Appropriation  Language"  and 
"Explanation  of  Language  Changes". 

I.    Workloads  and  Planned  Improvements 

A.    Workload  Trends 

The  number  of  disability  insurance  beneficiaries  receiving  payments  is 
an  indicator  of  the  general  workload  trend  in  this  activity.  The 
table  below  shows  the  average  number  of  persons  receiving  benefits  and 
the  amount  of  benefits  paid  in  selected  years. 


Average  Number  of 

Beneficiaries  In  Benefits  Paid 

Fiscal  Year                   Current  Pamment  Status  During  Year 

1970                                      2,495,000  $  2,778,117,937 

1975                                      3,912,000  7,629.795,831 

1980                                      4,770,000  14,898,922,725 

1981                                      4,693,000  16,853,311,000 

1982  estimate                       4,415,000  17,662,000,000 

1983  estimate                        4,247,000  18,201,000,000 


The  number  of  persons  receiving  disability  insurance  benefits  has  been 
decreasing  since  FY  1980,  and  we  expect  the  trend  to  continue  in 
FY  1982  and  FY  1983.    The  reduction  is  associated  In  part  with 
declining  numbers  of  dependents  receiving  payments.  However, 
initiatives  aimed  at  strengthening  the  Integrity  of  the  program's 
beneficiary  roll  through  tighter  reviews  of  factors  affecting 
eligibility  also  are  having  an  effect  and  are  addressed  in  the 
"General  Statement"  section  of  this  justification. 

Despite  the  decline  in  beneficiary  population,  the  amount  of  benefits 
paid  each  year  is  estimated  to  increase  as  a  result  of  higher  average 
monthly  benefits,  which  increase  as  general  earnings  rise  and  annual 
automatic  cost-of-living  benefit  adjustments,  authorized  by  law.  The 
most  recent  automatic  benefit  adjustment  was  an  11.2  percent  increase, 
effective  for  June  198I.    The  estimated  benefit  amounts  for  FY  1982 
and  FY  1983  assume  an  8.1  percent  automatic  increase  effective  for 
June  1982  and  a  6.5  percent  Increase  effective  for  June  1983 • 

The  table  below  summarizes  key  workloads  which  SSA  expects  to  process 
during  FY  1982  and  FY  1983 .    Consistent  with  the  trend  in  numbers  of 
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beneficiaries  discussed  above,  new  claims  workloads  are  expected  to 
decline.    However,  as  discussed  in  the  "General  Statement"  section  of 
this  justification,  SSA  plans  significant  increases  in  the  number  of 
appellate  actions  processed,  in  order  to  begin  bringing  a  record 
hearings  backlog  under  control,  and  in  work  associated  with  reviews  of 
the  continuing  eligibility  of  disability  beneficiaries. 


Processed  claims  for 
disability  insurance 
benefits  from  disabled 
workers  and  their 
dependents  


FY  1982 
Estimate 


FT  1983 
Estimate 


Increase  or 
Decrease 


Volume 


1,673,100       1,579,800  -93,300 


Percent 


-5.6% 


Appellate  actions 
processed: 

Reconsiderations   340,900  349,800 

Hearings   274,500  295,000 

Appeals   74,400  80,750 


+  8,900 
+20,500 
+  6,350 


+2.6% 
+7.5% 
+8.5% 


Persons  subject  to 

continuing  eligibility 
review  (includes  repre- 
sentative payees, 
beneficiaries  whose 
continued  disability 
is  verified  periodi- 
cally and  beneficiaries' 
who  are  working  and 
file  reports  of 
earnings )  


1,360,200       1,436,800  +76,600 


+5.6% 


In  addition  to  the  work  processed  directly  by  SSA,  a  considerable 
amount  of  work  under  this  program  is  processed  by  State  agencies  as 
agents  of  SSA. 

There  are  54  Disability  State  agencies — one  in  each  State,  the 
District  of  Columbia,  Puerto  Rico,  Guam  and  a  separate  agency  for  the 
blind  in  South  Carolina.    The  Disability  State  agencies  make 
disability  determinations  on  claims  filed  by  disabled  persons  and 
ascertain  the  continuation  of  disability  of  current  beneficiaries. 
The  Disability  State  agencies  perform  these  services  under 
regulations,  issued  by  the  Secretary  of  the  Department  of  Health  and 
Human  Services,  which  contain  performance  standards  and  administrative 
requirements  and  procedures  to  be  followed  in  performing  the 
disability  determination  function.    The  costs  Incurred  by  Disability 
State  agencies  in  making  initial,  reconsideration  and  continuing 
disability  determinations  are  borne  by  the  Social  Security 
Administration.    The  number  of  disability  determinations  to  be 
processed  by  the  State  agencies  in  FY  1982  and  FY  1983  follows: 
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Increase  or 
FY  1982  FY  1983  Decrease 

Estimate  Estimate       Volume  Percent 


Disability  determinations 
processed  (includes  de- 
terminations associated 
with  new  claims,  appellate 
cases  and  reviews  of 

continuing  eligibility)     2,016,000       2,149,000     +133,000  +6.6% 

B.    Planned  Improvements 

Federal  work-year  requirements  decrease  by  165  work-years  In  FY  1983 
for  the  disability  insurance  program.    The  major  reasons  are  decreases 
in  initial  level  disability  claims,  a  policy  decision  which  will  allow 
SSA  to  eliminate  non-productive  work  by  deferring  the  development  of 
non-medical  factors  of  entitlement  in  most  disability  claims  pending 
medical  determination  of  disability  and  expanded  word  processing  use 
in  the  Office  of  Disability  Operations,  partially  offset  by  Increases 
in  hearings  level  claims  and  continuing  eligibility  workloads. 


Similar  improvements  are  assumed  in  the  budget  estimates  for  the 
Disability  State  agencies.    For  example,  budgeted  State  agency 
Improvements  include  greater  efficiency  through  increased  use  of  word 
processing  equipment  and  enhanced  case  control  systems,  as  well  as 
decentralization  of  some  State  agencies  in  order  to  improve  service. 


II.  Money  Requirements 


Increase 

FY  1982  FY  1983  or 

Estimate  Estimate  Decrease 


SSA  proper   $    676,328,000      $    724,357,000  +$48,029,000 

State  agencies   389,214,000  429,999.000        +  40,785,000 

Total,  obligations     $1,065,542,000       $1,154,356,000  +$88,814,000 

Total  administrative  costs  of  the  Social  Security  Administration  are 
allocated  to  each  activity  based  upon  standard  cost  accounting 
principles  and  consistent  with  the  workloads  and  work-years  associated 
with  administering  each  program.    The  year-to-year  increase  of 
$48,029,000  in  obligations  for  SSA  proper  is  the  net  effect  of  this 
activity's  share  of  the  increases  and  decreases  explained  in  the 
"Summary  of  Changes"  exhibit  for  this  account. 
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Consistent  with  the  rising  workloads  they  are  expected  to  process  and 
increasing  costs,  State  agency  requirements  for  FY  1983  are  expected 
to  Increase  by  $40,785,000.    Major  components  of  this  increase  are 
summarized  below: 

Increase  in  the  purchase  rate  and  unit  cost  of 


medical  documentation   +$14,217,000 

Increased  work-years  and  average  salaries  for 
State  employees   +17,832,000 

Increased  costs  of  other  objects  of 
expenditures  (e.g.,  space,  postage, 

utilities,  equipment,  etc.)   +  7,002,000 

Increased  indirect  costs  (cost  of 
centralized  State  government  services, 
such  as  payroll,  data  processing, 

accounting,  budgeting,  etc.)   +  1,734,000 

Total,  Increases   +$40,785,000 
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Health  Insurance  Program 


Authorizing  Legislation:    Title  XVIII  and  section  209(g)(1)  of  the  Social 
Security  Act. 


FY  1982 
Currently 
Available 


FY  1982 
Revised 
Estimate 


FY  1983 
Estimate 


Increase 

or 
Decrease 


Health  Insurance  Program: 

Budget  authority   $124,422,000  $126,539,000  $124,926,000  -$1,613,000 

Permanent  positions   3,080  3,080  3,200  +120 

Work-years   3,603  3,603  3,643  +  40 

Purpose  and  Method  of  Operation 

Funds  requested  for  the  health  insurance  (Medicare)  program  provide  the 
resources  for  the  Social  Security  Administration's  support  of  this  program, 
which  provides  health  insurance  protection  to  persons  age  65  or  over;  to 
persons  under  age  65  who  have  been  entitled  for  at  least  24  months  to  Social 
Security  or  Railroad  Retirement  benefits  because  they  are  disabled;  and  to 
workers  insured  under  Social  Security  and  their  dependents  who  have  chronic 
renal  disease  and  receive  hemodialysis  or  renal  transplant. 

The  establishment  of  the  Health  Care  Financing  Administration  (HCFA)  in 
March  1977  removed  much  of  the  Social  Security  Administration's  responsibility 
for  administration  of  the  Medicare  program.    However,  under  policies 
established  by  HCFA,  SSA  still  has  operational  responsibility  for: 

1.  enrolling  persons  in  the  Medicare  program; 

2.  maintaining  individual  beneficiary  records  of  eligibility  for 
Medicare ; 

3.  collecting  premium  payments;  and 

4.  acting  as  liaison  between  hospitals,  doctors,  and  other  providers, 
contractors  (insurance  companies)  and  the  Medicare  beneficiaries.  In 
this  liaison  role,  SSA  district  office  employees  answer  inquiries 
regarding  Medicare  coverage,  verify  claim  numbers  and  assist 
beneficiaries  in  completing  claims  for  payment  and  filing  requests  for 
reconsideration,  hearing  or  appeal  of  decisions  on  Medicare  claims. 
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In  addition,  the  health  insurance  activity,  along  with  the  old-age  and 
survivors  and  disability  insurance  activities,  includes  a  distributive  share 
of  the  following  functions  which  support  all  Social  Security  programs: 

— the  issuance  of  Social  Security  numbers; 

— the  maintenance  of  earnings  records  for  workers  covered  by  the  Social 
Security  programs; 

— the  overall  direction  of  the  Social  Security  Administration;  and 

— administrative  services. 

Rationale  for  the  Budget  Request 

The  FY  1983  request  for  this  activity  finances  workload  processing  (initial 
enrollment,  maintenance  of  the  rolls,  collection  of  premium  payments)  and 
other  functions  of  the  Medicare  program. 

I.  Workloads 

As  illustrated  below,  the  workloads  associated  with  enrolling  persons  in 
Medicare,  maintaining  records  of  eligibility  and  collecting  premium 
payments  are  increasing. 


FY  1982  FY  1983  Increase 

Estimate  Estimate       Volume  Percent 

Enrolling  persons  into 
Medicare,  assisting 
beneficiaries,  responding 
to  inquiries  from  providers 
and  contractors,  etc.  for 
the  hospital  insurance 
program  

Assisting  beneficiaries  and 
responding  to  inquiries 
from  providers  and 
contractors  for  the  medical 
insurance  program   4,108,000       4,205,000      +97,000  +2.4% 

The  increase  in  FY  1983  over  the  FY  1982  workload  estimates  reflects 
anticipated  normal  growth  in  the  Medicare  beneficiary  population. 

II.    Work-Year  Requirements 

Work-year  requirements  for  the  health  insurance  program  increase  by 
40  work-years  in  FY  1983 .    This  increase  is  due  to  more  people  being 
covered  by  the  Medicare  program  in  FY  1983  than  in  FY  1982  and  also  to 
greater  utilization  of  health  services. 


2,827,000       2,885,000      +58,000  +2.1% 
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III.    Money  Requirements 


Estimate 


FY  1982 


FY  1983 
Estimate 


Increase 

or 
Decrease 


Obligations 


$126,539,000 


$124,926,000 


■$1,613,000 


Total  administrative  costs  of  the  Social  Security  Administration  are 
allocated  to  each  activity  based  upon  standard  cost  accounting  principles, 
and  are  consistent  with  the  workloads  and  work-years  associated  with 
administering  each  program.    The  year-to-year  decrease  of  $1,613,000 
(1.3  percent)  in  obligations  is  due  to  the  net  effect  of  (1)  the  transfer 
to  the  Health  Care  Financing  Administration  in  FY  1983  of  the  responsibility 
to  budget  for  selected  administrative  management  and  general  support 
functions  provided  by  SSA  since  1977  on  behalf  of  the  Medicare  program 
and  (2)  this  activity's  allocated  share  of  the  increases  and  decreases 
explained  in  the  "Summary  of  Changes"  exhibit  for  this  account. 
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Supplemental  Security  Income  Program 

Authorizing  legislation:    Title  XVI  and  section  201(g)(1)  of  the  Social 
Security  Act. 


FY  1982 
Currently 
Available 


FY  1982 
Revised 
Estimate 


FY  1983 
Estimate 


Increase 

or 
Decrease 


Supplemental  Security 
Income  Program: 

Budget  authority   $764,880,000    $771,680,000    $863,709,000  +$92,029,000 

Permanent  positions   17,500  17,500  17,500  — 

Work-years   19,884  19,884  19,321  -563 


Purpose  and  Method  of  Operation 

Funds  requested  for  this  activity  provide  for  paying  the  administrative 
expenses  of  both  the  Federal  administration  of  the  supplemental  security 
income  (SSI)  program  for  the  aged,  blind  and  disabled  and  for  the 
administrative  expenses  of  any  State  which  has  entered  into  an  agreement  with 
the  Secretary  of  Health  and  Human  Services  (HHS)  for  Federal  administration  of 
State  mandatory  or  mandatory  and  optional  supplementation  payments.  The 
Federal  Government  is  currently  administering  mandatory  supplements  for  26 
States  and  the  District  of  Columbia  and  optional  supplements  for  17  States. 

The  funds  for  this  activity  cover  the  following  work: 


1.  the  initial  determination  of  eligibility  of  persons  age  65  and  over,  and 
blind  or  disabled  persons  regardless  of  age; 

2.  ree valuation  of  decisions  to  deny  or  terminate  payments  when  such 
reevaluation  is  requested  by  the  claimant; 

3.  updating  the  individual's  supplemental  security  record  to  assure  proper 
payments;  and 

4.  investigation  of  the  recipient's  continuing  entitlement  to  payments, 
including  periodic  redeterminations  of  eligibility  and  payment  amount. 


The  administrative  costs  budgeted  for  this  program  also  include  the  cost  of 
paying  State  agencies  for  determining  the  existence  and  continuance  of  a 
disability  and  the  cost  of  paying  State  Welfare  agencies  for  performing 
certain  income  level  computations. 

Since  the  administration  of  this  program  is  integrated  with  that  of  the  Social 
Security  insurance  programs,  the  administrative  costs  of  all  of  these  programs 
are  carried  in  the  Limitation  on  Administrative  Expenses,  which  is  financed 
from  the  trust  funds.    The  Social  Security  Act  authorizes  reimbursement  to  the 
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Social  Security  trust  funds  for  the  administrative  costs  of  the  Supplemental 
Security  Income  Program.    Total  obligations  for  the  Limitation  on 
Administrative  Expenses  are  allocated  between  the  Supplemental  Security  Income 
and  Trust  Fund  programs  based  on  SSA's  cost  accounting  system,  with 
reimbursement  made  to  the  trust  funds  throughout  the  fiscal  year  based  on 
estimates  of  the  SSI  share  of  the  total  administrative  effort  of  the  Agency. 
The  SSI  program's  allocated  share  of  the  costs  of  program  direction  and 
central  services  is  included  in  the  estimate.    Final  accounting,  including  any 
interest  due  the  trust  funds,  is  determined  based  on  actual  data  after  the 
year  is  over.    The  supplemental  security  Income  program  appropriation  includes 
a  request  for  $863,709,000  to  reimburse  the  Social  Security  trust  funds  in  FY 
1983  for  the  administrative  expenses  of  the  SSI  program. 

Rationale  for  the  Budget  Request 

The  FY  1983  budget  request  for  this  activity  finances  workload  processing 
(initial  enrollment,  appellate  decisions,  maintenance  of  the  beneficiary  rolls 
and  continuing  eligibility  reviews)  and  other  functions  of  the  SSI  program. 
This  request  also  includes  the  SSI  program's  share  of  administrative  resources 
for  Implementation  of  the  1980  Disability  Amendments  (P.L.  96-265).  However, 
the  level  of  funds  requested  anticipates  congressional  approval  of  legislative 
relief  from  certain  provisions  of  the  Amendments  in  order  to  conserve 
administrative  resources  while  rnaintaining  program  savings.    This  issue,  and 
the  specific  provisions  affected,  are  addressed  in  the  "General  Statement" 
section  of  this  justification  and  in  the  sections  on  "Appropriation  Language" 
and  "Explanation  of  Language  Changes." 

I.    Workloads  and  Planned  Improvements 


A.    Workload  Trends 


The  following  table  shows  the  annual  trend  of  the  supplemental 
security  income  recipient  population  and  benefits  paid,  over  a  5-year 
period. 


Fiscal  Year 


Recipients  at  End-of-Year 
Aged 


Blind  and 
Disabled 


Total 


1979    1,9^5,000 

1980    1,826,000 

1981    1,763,000 

1982  estimate....  1,708,000 

1983  estimate....  1,660,000 


2,265,000 
2,317,000 
2,376,000 
2,417,000 
2,454,000 


4,210,000 
4,143,000 
4,118,000 
4,125,000 
4,114,000 


Benefit  Payments 

$  6,540,000,000 
7,480,000,000 
8,220,000,000 
8,960,000,000 
10,270,000,000 


Benefit  payments  include  all  Federal  payments  and  those  State 
supplemental  payments  which  are  administered  by  the  Federal 
Government.    Recipients  include  recipients  of  both  Federal  payments 
and  Federally-administered  State  supplementation  payments. 

The  table  below  summarizes  key  SSI  workloads  which  SSA  expects  to 
process  during  FY  1982  and  FY  1983,  including  a  significant  increase 
in  appellate  actions  in  order  to  begin  bringing  a  record  disability 
hearings  backlog  under  control: 
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FY  1982  FY  1983  Increase  or  Decrease 

Estimate  Estimate  Volume  Percent 

Processed  claims  from  the 

aged                                        233,000  246,700  +13,700  +5.9% 

Processed  claims  from  the 

blind  or  disabled   1,061,200        1,106,000        +44,800  +4.2% 

Redeterminations   3,081,735        3,459,335      +377,600  +12.3% 

Appellate  actions 
processed : 

Reconsiderations   303,520  320,286        +16,766  +5-5% 

Hearings   145,400  185,750        +40,350  +27-8% 

Appeals   38,500  48,800        +10,300  +26.8% 

The  Disability  State  agencies  make  disability  determinations  on  SSA's 
behalf  for  the  SSI  program,  just  as  they  do  for  the  disability 
insurance  program.    The  costs  incurred  by  the  Disability  State 
agencies  in  making  SSI  initial,  reconsideration  and  continuing 
disability  determinations  are  borne  by  the  Social  Security 
Administration. 

The  number  of  SSI  determinations  to  be  processed  by  the  State  agencies 
will  increase  significantly  in  FY  1983,  primarily  as  a  result  of 
efforts  to  thoroughly  review  the  continuing  eligibility  of  persons 
already  on  the  benefit  rolls: 


FY  1982  FY  1983  Increase  or  Decrease 
Estimate       Estimate       Volume  Percent 

SSI  disability  determinations 
processed  (includes  determina- 
tions associated  with  new 
claims,  appellate  cases  and 
reviews  of  continuing 

eligibility)   802,000        984,000       +182,000  +22.7% 

B.    Planned  Improvements 

Federal  work-year  requirements  decrease  by  563  work-years  in  FY  1983 
for  the  SSI  program,  despite  the  investment  of  significant 
administrative  resources  to  reduce  hearings  backlogs,  and  to  adopt  a 
more  aggressive  debt  collection  program.    These  savings  are  due  in 
large  part  to  a  policy  decision  which  will  allow  SSA  to  eliminate  non- 
productive work  by  deferring  the  development  of  non-medical  factors  of 
entitlement  in  most  disability  claims  pending  medical  determination  of 
disability. 


93-481   0—82  59 
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Money  Requirements 


FY  1982 
Estimate 


FY  1983 
Estimate 


Increase 

or 
Decrease 


SSA-proper. 


$599,235,000     $624,918,000  +$25,683,000 


Payments  to  Disability 
State  agencies  

Total,  obligations.. 


172,445,000 
$771,680,000 


238,791,000 
$863,709,000 


+^66,346,000 
+$92,029,000 


Total  administrative  costs  of  the  Social  Security  Administration  are 
allocated  to  each  activity  based  upon  standard  cost  accounting 
principles,  consistent  with  the  workloads  and  work-years  associated 
with  administering  each  program.    The  year-to-year  increase  of 
$25,683,000  in  obligations  for  SSA  proper  is  the  net  effect  of  this 
activity's  allocated  share  of  the  increases  and  decreases  explained  in 
the  "Summary  of  Changes"  exhibit  for  this  account. 

Consistent  with  the  rising  workloads  they  are  expected  to  process  and 
Increasing  costs,  Disability  State  agency  requirements  for  FY  1983  are 
expected  to  increase  by  $66,346,000.    Major  components  of  this 
increase  are  summarized  below: 

Increase  in  the  purchase  rate  and  unit  cost 

of  medical  documentation   $23,931,000 

Increased  work-years  and  average  salaries 

for  State  employees..   30,807,000 

Increased  costs  of  other  objects  of 

expenditure  (e.g.,  space,  postage,  utilities, 

equipment,  etc.)   8,596,000 

Increased  indirect  costs  (costs  of  centralized 
State  government  services  such  as  payroll, 

data  processing,  accounting,  budgeting,  etc.)..  3,012,000 


Total,  increases 


$66,346,000 
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'  Annual  Report ins  of  Earnings 

Authorizing  Legislation:    Section  201(g)(1)  of  the  Social  Security  Act  and 
section  8(f)  of  P.L.  94-202. 

FY  1982           FY  1982  Increase 
Currently         Revised           FY  1983  or 
 Available  Estimate  Estimate  Decrease 

Annual  Reporting  of  Earnings: 

Budget  authority                   $65,019,000  $65,019,000  $64,319,000  -$  700,000 

Permanent  positions                       1,100  1,100  900  -200 

Work-years                                    2,965  2,965  2,686  -279 


Purpose  and  Msthod  of  Operation 

The  Social  Security  Administration  is  responsible  for  maintaining  lifetime 
earnings  records  for  persons  who  pay  into  the  Social  Security  system.  These 
records  are  used  to: 


— properly  credit  the  Social  Security  trust  funds  with  FICA  contributions 
based  on  reported  earnings; 

— record  quarters  of  coverage  under  Social  Security,  which  are  used  to 
establish  entitlement  for  benefits;  and 

—determine  the  amount  of  benefits  payable  under  the  old-age  and  survivors 
and  disability  insurance  programs. 

The  recording  of  earnings  data  was  performed  on  a  quarterly  basis  for  the 
years  1938  (semi-annual  reports  were  filed  and  recorded  for  the  year  1937) 
through  1977. 

P.L.  94-202,  enacted  January  2,  1976,  instituted  a  single  annual  wage 
reporting  system,  effective  for  calendar  year  1978,  for  most,  but  not  all, 
employers.    At  present,  employers  of  household  workers  still  are  required  to 
report  on  a  quarterly  basis.    (State  and  local  governments  shifted  to  annual 
wage  reporting  effective  with  calendar  year  1981.)    This  law  gives  the 
Secretaries  of  Treasury  and  Health  and  Human  Services  authority  to  use 
Forms  W-2,  "Statement  of  Earnings,"  and  related  documents  provided  annually  by 
employers  to  employees  and  to  the  Internal  Revenue  Service  (IRS)  as  an  annual 
report  of  wages  both  for  Social  Security  and  income  tax  purposes.    The  first 
annual  reports  of  wages  (those  paid  out  for  calendar  year  1978)  were  received 
by  SSA  in  January  1979- 

The  annual  reporting  workload  is  highly  seasonal  and  is  processed  within 
9  months,  using  a  large  number  of  temporary  and  seasonal  employees.  In 
FY  1983,  the  number  of  full-time  permanent  employees  for  this  activity 
decreases  from  1,100  to  900.    This  is  consistent  with  the  work-year  reduction 
(-279  work-years)  and  our  continuing  efforts  to  convert  whenever  possible  from 
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the  use  of  full-time  permanent  to  temporary  and  seasonal  employment  for  this 
seasonal  workload. 


Under  annual  reporting,  earnings  data  are  reported  for  all  workers,  regardless 
of  coverage  under  Social  Security.    The  resources  requested  will  allow  SSA  to 
review  and  examine  earnings  reports,  post  data  to  SSA  records  and  provide  to 
IRS  the  information  it  needs  to  administer  the  income  tax  program. 
Ultimately,  funding  for  this  activity  must  be  shared  by  the  trust  funds  and 
general  revenues. 


Rationale  for  the  Budget  Request 


The  budget  for  FY  1983  provides  the  resources  needed  to  operate  a  national 
system  for  annual  reporting  of  earnings  which  serves  the  needs  of  both  SSA  and 
IRS.    The  resources  requested  will  allow  SSA  to  process  all  of  the  tax  year 
1982  reports  by  the  end  of  FY  1983. 

SSA  resource  requirements  and  associated  workloads  are  discussed  below: 


I.  Workloads 


The  workloads  for  FY  1982  and  FY  1983  are  summarized  in  the  table  below. 
These  workloads  include  both  annual  and  quarterly  earnings  items. 


Earnings  Items  Processed 
FY  1982  FY  1983 

Estimate  Estimate 


Annual  Earnings  Items  Posted 

Paper   139,674,000  140,297,000 

Magnetic  tape   59,200,000  63,700,000 

Quarterly  Earnings  Items  Posted 

Paper   10,921,800  1,971,600 

Magnetic  tape   4,600,000  -0- 

Under  annual  reporting,  SSA  receives  Forms  W-2,  "Statement  of  Earnings,"  and 
related  documents  (Forms  W-3,  W-2P,  etc.)  provided  annually  by  employers  to 
employees  and  to  the  IRS.    SSA  encourages  large  employers  to  submit . earnings 
information  on  magnetic  tape  in  lieu  of  paper  documents.    Employers  benefit 
from  magnetic  tape  reporting  because  it  allows  them  to  report  earnings  data 
without  generating  a  paper  Form  W-2  for  the  Government.    The  Federal 
Government  benefits  because  magnetic  tape  eliminates  manual  keying  and  other 
clerical  operations.    SSA  received  about  53  million  annual  earnings  items  on 
tape  in  FY  1981  and  expects  this  number  to  increase  over  the  next  2  years — to 
over  63  million  in  FY  1983 . 


"SSA  converts  the  paper  records  it  receives  to  magnetic  tape  by  using 
computerized  optical  scanning  equipment,  where  possible,  or  key-to-tape  data 
entry.    Earnings  information  from  these  documents  is  processed  for  use  by  SSA 
and  IRS.    Briefly,  the  basic  system  for  handling  paper  records  from  employers 
involves : 
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—opening  mall,  certifying  receipt  where  necessary,  extracting  forms  and 
related  material  such  as  correspondence  and  tax  remittances; 

— examining  to  determine  if  forms  are  adequate  and  acceptable  for  optical 
scanning; 

—microfilming  for  future  IRS  and  SSA  reference; 

— establishing  processing  controls  to  ensure  thorough  and  accurate 
processing; 

— processing  appropriate  documents  via  optical  scanners; 

— converting  remaining  documents  and  data  rejected  by  optical  scanners  via 
manual  data  entry; 

— balancing  processed  data  to  assure  accuracy;  and 

— updating  the  earnings  master  record  on  magnetic  tape. 

Upon  completion  of  this  process,  a  magnetic  tape  is  furnished  to  IRS  for  use 
In  administering  the  income  tax  program;  and  the  earnings  information  is 
available  for  SSA  program  administration. 

II.    Work- Year  Requirements 

The  following  table  summarizes  the  work-years  required  for  annual 
reporting  of  earnings  in  FY  1982  and  FY  1983,  and  the  distribution  of 
these  work-years  between  SSA  and  IRS  work. 

 Work-Years  

Increase 
FY  1982      FY  1983  or 
Estimate     Estimate  Decrease 

Annual  Reporting 

SSA  work   997  1,006  +9 

IRS  work   1,251  1,265  +  14 

Subtotal   2,248  2,271  +  23 

Quarterly  Reporting 

SSA  work   717  415  -302 

Summary  of  Work- Years 

SSA  work   1,714  1,421  -293 

IRS  work   1,251  1,265  +  14 

Total,  work-years   2,965  2,686  -279 

SSA's  budget  request  provides  2,686  work-years  for  the  "Annual  Reporting 

of  Earnings"  activity  in  FY  1983 — 279  work-years  less  than  the  FY  1982 

level.    This  is  primarily  the  result  of  the  reduced  work  brought  about  by 

the  shift  to  annual  reporting  for  State  and  local  employers. 
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III.    Money  Requirements 

The  table  below  summarizes  the  obligations  associated  with  annual 
reporting  of  earnings  in  FY  1982  and  FY  1983,  and  the  distribution  of 
these  obligations  between  SSA  and  IRS  work. 

 Obligations  

Increase 
FY  1982  FY  1983  or 

Estimate        Estimate  Decrease 

Annual  Reporting 


SSA  work   $21,725,000  $24,061,000  +$2,336,000 

IRS  work   26,791,000  29,677,000  +  2,886,000 

Subtotal   $48,516,000  $53,738,000  +$5,222,000 

Quarterly  Reporting 

SSA  work   $16,503,000  $10,581,000  -$5,922,000 

Summary  of  Obligations 

SSA  work   $38,228,000  $34,642,000  -$3,586,000 

IRS  work   26,791,000  29,677,000  +  2,886,000 

Total,  obligations   $65,019,000  $64,319,000  4700,000 


Total  administrative  costs  of  SSA  are  allocated  to  each  activity  based 
upon  standard  cost  accounting  principles,  and  consistent  with  the 
workloads  and  work-years  associated  with  the  administration  of  each 
program.    SSA  obligations  in  the  "Annual  Reporting  of  Earnings"  activity 
are  primarily  for  salaries  and  related  costs  associated  with  2,965  work- 
years  in  FY  1982  and  2,686  work-years  in  FY  1983,  as  discussed  above.  The 
year-to-year  change  is  a  net  decrease  of  $700,000.    This  change  is  the  net 
effect  of  lower  payroll  costs  attributable  to  the  decrease  of  work-years 
and  this  activity's  allocated  share  of  other  agency  increases  and 
decreases  explained  in  the  "Summary  of  Changes"  exhibit  for  this  account. 

As  indicated  earlier,  funding  for  this  activity  ultimately  must  be  shared 
by  the  trust  finds  and  general  revenues.    However,  all  annual  reporting 
activities  are  funded  through  the  Limitation  on  Administrative  Expenses  as 
authorized  by  section  201(g)(1)  of  the  Social  Security  Act  and 
section  8(f)  of  P.L.  94-202.    As  specified  in  the  law,  the  trust  funds  are 
reimbursed  by  offsetting  amounts  which  Treasury  normally  draws  directly 
from  the  trust  funds  to  finance  its  trust  fund-related  activities 
(e.g.,  collecting  FICA  taxes  and  disbursing  Social  Security  benefit 
checks ) . 
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A  cost-sharing  methodology,  designed  to  divide  the  administrative  costs  of 
annual  reporting  between  the  trust  funds  and  the  general  fund,  was 
approved  by  the  Board  of  Trustees  of  the  Federal  old-age  and  survivors 
insurance,  disability  insurance  and  hospital  insurance  trust  funds  on 
May  15,  1978.    This  methodology,  which  is  based  on  cost-sharing 
principles,  is  consistent  with  SSA's  approved  system  for  allocating 
administrative  costs  among  its  programs.    Costs  include  the  direct  costs 
of  the  process  and  appropriate  shares  of  related  indirect  costs.    The  cost 
of  work  done  solely  for  the  benefit  of  trust  fund  programs,  such  as 
maintaining  records  of  covered  earnings  under  Social  Security  and  records 
of  FICA  tax  collections,  is  charged  to  the  trust  funds.    The  cost  of  work 
performed  for  both  purposes  is  split  equally  between  the  trust  funds  and 
the  general  fund. 
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Pension  Reform 


Authorizing  Legislation:    Sections  201(g)(1),  and  1131(b)(1)  and  1131(b)(2)  of 
the  Social  Security  Act. 


FY  1982           FY  19*32  Increase 
Currently         Revised           FY  1983  or 
Available  Estimate  Estimate  Decrease 


Pension  Reform: 

Budget  authority   $708,000  $708,000  $744,000  +$36,000 

Permanent  positions   30  30  30  — 

Work-years   30  30  30  — 


Purpose  and  Method  of  Operation 

Because  of  concern  about  workers  and  their  beneficiaries  who  depend  on 
benefits  from  employee  pension  and  welfare  plans,  the  Congress  enacted  the 
Employee  Retirement  Income  Security  Act  of  1974  (Pension  Reform  Act), 
P.L.  93-406.    This  law  requires  disclosure  of  plan  provisions  and  financial 
information,  and  established  standards  of  conduct  for  trustees  and 
administrators  of  pension  and  welfare  plans.    It  establishes  funding, 
participation  and  vesting  requirements  for  pension  plans  and  makes  termination 
insurance  available  for  most  pension  plans.    The  Pension  Reform  Act  assigned 
responsibilities  to  a  number  of  government  agencies: 

1.  Department  of  Labor — responsible  for  regulations  necessary  to  effect 
the  basic  provisions  of  the  Act. 

2.  Internal  Revenue  Service — responsible  for  the  employer  reporting 
process  required  by  Law. 

3.  Social  Security  Administration — responsible  for  maintaining  records, 
primarily  annotating  earnings  histories  of  employees  with  vested 
pension  rights  and  notifying  the  employee  or  his  survivors  regarding 
vested  pension  rights. 

Section  1131  of  the  Social  Security  Act,  established  by  P.L.  93-406,  requires 
that  the  Social  Security  Administration  establish  a  system  by  which 
individuals  who  terminate  employment  under  private  pension  funds  can  receive 
information  on  their  vested  rights.    The  law  requires  that  SSA  supply  such 
information  upon  request  or  upon  application  for  retirement,  survivors  or 
disability  insurance  benefits.    Information  on  vested  rights  is  provided  to 
SSA  by  IRS  in  the  form  of  reports  which  IRS  receives  from  pension  fund 
administrators . 
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Rationale  for  the  Budget  Request 

The  Social  Security  Administration's  request  for  FY  1983  resources  needed  to 
carry  out  its  responsibilities  under  the  Pension  Reform  Act  amounts  to 
$7^4,000.    This  level  of  funding  will  support  30  work-years  of  effort,  and  is 
$36,000  higher  than  the  level  estimated  for  FY  1982  primarily  for  the  cost  of 
the  October  1981  Federal  pay  increase. 

Although  the  cost  of  supplying  vested  pension  rights  information  and 
processing  pension  fund  administrator  changes  is  included  in  the  Limitation  on 
Administrative  Expenses,  it  ultimately  is  chargeable  by  law  to  Federal 
funds.    Thus,  the  Federal  old-age  and  survivors  insurance  trust  fund  advances 
the  administrative  expenses  as  needed,  and  is  subsequently  reimbursed  for 
these  costs,  including  interest  if  appropriate,  via  the  payments  to  the  Social 
Security  trust  funds  appropriation. 
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Construction  Program 
Authorizing  Legislation:    Section  201(g)(1)  of  the  Social  Security  Act. 


FY  1982 
Currently 
Available 

FY  1982 
Revised 
Estimate 

FY  1983 
Estimate 

Increase 
or 

Decrease 

Construction  Program: 

\ 

$56,026,000 

$24,591,000 

$24,591,000 

+$31,435,000 

.  ($43,641,000) 

($43,641,000) 

($59,326,000) 

(+$15,685,000) 

$41,731,000 

$41,731,000 

$60,165,000 

+$18,434,000 

Purpose  and  Method  of  Operation 

This  activity  provides  for  the  construction  needs  of  the  Social  Security 
program.    In  actions  on  prior  appropriations,  the  Congress  has  determined  that 
the  construction  needs  of  the  Social  Security  Administration  (SSA)  shall  be 
funded  through  a  separate  Social  Security  trust  fund  construction  account, 
rather  than  through  payment  of  standard  level  user  charges  to  the  Federal 
buildings  fund  of  the  General  Services  Administration  (GSA).    SSA  leases  most 
of  its  district  offices  and  some  headquarters  and  program  service  center 
facilities.    The  decision  on  whether  to  build  or  lease  is  based  on 
considerations  of  economy,  efficiency  and  service  to  the  public.    The  rental 
and  maintenance  costs  on  leased  buildings  are  budgeted  in  the  other  activities 
of  the  Limitation  on  Administrative  Expenses.    The  construction  program 
provides  funds  for  purchase  contract  payments  and  building  projects  at  SSA 
headquarters,  district  offices  and  program  service  centers. 

Rationale  for  the  Budget  Request 

I.    Headquarters  Construction 

FY  1982  FY  1983  Increase  or 

Estimate  Estimate  Decrease 

Budget  authority   $     -0-  $     -0-  $  -0- 

Obligations   $6,263,000       $     -0-  -$6,263,000 

Outlays   $5,444,000      $1,582,000  -$3,862,000 


With  the  completion  of  the  Metro  West  Building  and  most  of  the  new 
Computer  Center,  SSA's  major  current  headquarters  construction  needs  have 
been  met.    No  new  budget  authority  is  being  requested  for  this  activity. 

The  obligations  shown  in  the  table  above  will  be  funded  with  balances 
available  from  prior  construction  appropriations  and  cover  the  following 
areas : 
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— GSA  administrative  costs  for  managing  the  construction  of  the  Metro  West 

Building  and  the  new  Computer  Center.    Since  we  expect  that  both 

projects  will  be  removed  from  GSA's  active  list  by  the  end  of  FY  1982, 
the  administrative  charge  should  be  minimal. 

— The  purchase  of  land  in  Colonial  Park  Estates,  adjacent  to  the  Social 
Security  complex  in  Woodlawn.    The  Government  has  made  a  commitment  to 
purchase  and  pay  relocation  costs  (under  title  II  of  Public  Law  91-646, 
the  Uniform  Relocation  Assistance  Act)  on  any  land  which  the  owner 
wishes  to  sell.    This  commitment  was  necessary  to  deal  fairly  with 
property  owners  impacted  by  SSA's  operations  or  expansion.    In  total, 
$3, 095 j 000  has  been  appropriated  in  prior  years  for  this  purpose,  of 
which  $1,027,515  is  still  available  for  obligation. 

— Repairs  to  the  roofs  of  the  Headquarters  Annex  and  Operations 
buildings.    GSA  has  awarded  a  contract  to  complete  the  design  and 
specification  phase  of  these  major  repairs.    The  project  should  be 
completed  by  the  end  of  FY  1982. 

— Major  renovations  to  convert  space  formerly  designed  for  computer 
operations  to  office  or  general  use  space.    This  is  related  to  the 
movement  of  computer  operations  equipment  and  personnel  to  the  New 
Computer  Center  building.    We  expect  GSA  to  bring  in  a  consulting 
engineer  this  year  to  help  in  the  planning  and  decisions  that  must  be 
made  regarding  the  best  possible  course  of  action  to  be  taken  in 
renovating  this  space. 


Purchase  Contract  Payments 


FY  1982  FY  1983  Increase  or 

Estimate  Estimate  Decrease 


Budget  Authority   $24,591,000     $47,026,000  +$22,435,000 

Obligations   $29,991,000     $47,026,000  +$17,035,000 

Outlays   $29,991,000     $47,026,000  +$17,035,000 

SSA  has  several  buildings  constructed  under  the  purchase  contract  method 
of  financing  authorized  by  the  Public  Buildings  Amendments  of  1972.  Under 
this  procedure,  a  private  contractor  builds  a  facility  for  Government  use, 
and  the  Government  makes  annual  payments  covering  principal,  interest  and 
taxes  for  a  period  of  up  to  30  years,  after  which  time  the  buildings 
become  assets  of  the  U.S.  Government.    SSA's  completed  projects  include: 

— Program  service  center  buildings  in  Chicago,  Illinois;  Philadelphia, 
Pennsylvania;  and  Richmond,  California. 

— Headquarters  buildings  in  Woodlawn  (New  Computer  Center)  and  in 
Baltimore  City  (Metro  West  building). 

Because  the  General  Services  Administration  is  the  only  agency  which  can 
enter  into  purchase  contract  agreements,  it  is  responsible  for  making  the 
actual  payments.    Each  year  SSA  budgets  for  payments  to  GSA  based  on  GSA's 
estimate  of  the  amounts  which  will  be  payable  for  principal,  interest  and 
taxes,  and  a  small  amount  to  cover  GSA's  cost  for  administering  the 
contract. 
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In  May  1980,  GSA  estimated  that  the  payment  due  in  FY  1982  would  be 
$24,591,000.    This  amount  was  used  for  our  FY  1982  budget  request.  GSA's 
current  estimate  of  the  payment  due  In  FY  1982  is  $36,904,000.  Because 
this  amount  was  higher  than  the  level  budgeted,  GSA  agreed  to  a  payment 
plan  under  which  SSA  would  (1)  hold  FY  1982  payments  to  the  budgeted  level 
(GSA's  original  estimate)  plus  any  unobligated  balance  remaining  from 
prior  years'  authority,  (2)  defer  payment  of  the  rest  of  the  increase  to 
FY  1983,  and  (3)  include  an  amount  sufficient  to  cover  the  deferred 
payment  in  our  FY  1983  budget  request. 

Under  this  plan,  $29,991,000  can  be  obligated  during  FY  1982  for  purchase 


contract  payments,  as  follows: 

From  FY  1982  budget  authority   $24,591,000 

From  prior  years '  unobligated  balances . . .  5,400,000 

Total,  FY  1982  obligations   $29,991,000 

This  leaves  a  deferred  payment  of  $6,913,000,  derived  as  follows: 

FY  1982  purchase  contract  requirements 

(Current  GSA  estimate)   $36,904,000 

FY  1982  obligations   29,991,000 

Difference  (payment  to  be  deferred)   $6,913,000 

Thus,  SSA's  request  for  1983  budget  authority  is  composed  of  the 
following: 

FY  1983  purchase  contract  requirements 

(Current  GSA  estimate)   $40,113,000 

Deferred  payment  for  FY  1982   6,913,000 

Total,  FY  1983  budget  authority 

requested   $47,026,000 


III.    Field  Offices 


FY  1982  FY  1983  Increase  or 

Estimate  Estimate  Decrease 


Budget  authority   $     -0-  $  9,000,000  +$9,000,000 

Obligations   $7,387,000       $12,300,000  +$4,913,000 

Outlays   $6,296,000       $11,557,000  +$5,261,000 

Since  1965,  SSA  has  constructed  district  offices  in  areas  where  they  would 
provide  the  most  economical,  efficient  and  satisfactory  service.    To  date, 
76  district  office  buildings  have  been  constructed.    Many  of  these 
buildings  became  overcrowded  due  to  the  unanticipated  increased  workloads 
generated  when  SSA  began  administering  the  supplemental  security  income 
program.    As  a  result,  SSA's  construction  program  includes  the  expansion 
of  previously  built  offices  as  well  as  the  construction  of  new  district 
offices.    We  have  10  expansion  and  9  new  construction  projects  that  were 
approved  using  funds  from  prior  years'  appropriations.    As  of  the  end  of 
FY  1981,  a  total  of  $16,987,292  remains  unobligated  in  this  activity. 
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Most  of  the  19  projects  were  proposed  between  FY  1977  and  FY  1980,  and 
cost  estimates  were  developed  based  on  dollar  values  existing  at  that 
time.    Subsequently,  construction  costs  have  escalated  rapidly,  and  other 
factors,  such  as  shifting  beneficiary  populations  and  legislative  changes, 
may  have  affected  the  priority  which  should  be  given  to  each  of  the 
projects.    As  a  result,  SSA  is  currently  conducting  a  reevaluation  of  its 
district  office  construction  priorities.    On  a  case-by-case  basis,  we  will 
review  regional  and  national  priorities  in  order  to  answer  questions  such 
as  the  following: 

— Which  of  the  projects  already  on  the  drawing  board  should  be  continued? 
— Are  there  any  new  projects  of  higher  priority? 

— Are  previously  estimated  costs  still  accurate,  given  inflation  in  the 
building  industry? 

We  then  intend  to  proceed  with  the  most  urgent  construction  projects 
identified  in  the  reevaluation,  within  the  total  amount  of  funding 
available. 

In  this  reevaluation  process,  we  already  have  identified  five  projects 
among  the  19  previously  approved  which  we  consider  critical  to  SSA's 
needs.    We  thus  have  instructed  GSA  to  continue  work  on  them,  but  to  delay 
temporarily  any  work  on  the  others.    The  five  projects  are: 


Huntington  Park,  California  Expansion 

East  Los  Angeles,  California  Construction 

Bridge ton,  New  Jersey  Expansion 

Monticello,  New  York       (  Construction 

Dallas.  Texas  Construction 


As  soon  as  the  reevaluation  is  completed,  SSA  will  instruct  GSA  to  resume 
work  on  appropriate  projects  within  available  funds. 

Prior  to  the  reevaluation,  SSA  had  identified  50  SSA  trust  fund 
constructed  district  office  buildings  which  needed  expansion  due  to 
overcrowding.    We  believe  that  the  reevaluation  will  confirm  that  many 
previously  constructed  trust  fund  buildings  need  to  be  expanded,  and  that 
previously  appropriated  funds  should  cover  about  10  such  projects.    SSA  is 
requesting  new  budget  authority  of  $9,000,000  in  FY  1983  In  order  to 
expand  approximately  18  more  offices.    Subsequent  expansion  needs  will  be 
determined  based  upon  SSA's  reevaluation,  and  be  reflected,  If 
appropriate,  in  future  budgets. 
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Limitation  on  Administrative  Expenses 


Estimates  for  Consultant  Services 
 Obligations  


FY  1981  FY  1982  FY  1983 

Actual  Estimate  Estimate 

$1,738,000        $7,561,000  $9,528,000 


Description  of  the  Need  for  Consultant  Services 

SSA  utilizes  consultant  services  to  perform  activities  that  are  vitally  needed 
in  SSA  but  for  which  SSA  does  not  have  the  required  expertise  or  resources. 
The  bulk  of  the  consultant  service  budget  is  associated  with  acquiring  ADP 
systems  expertise.    Additionally,  consultant  services  will  be  used  in 
developing  cost-effectiveness  standards  for  the  Disability  State  agencies 
(these  standards  are  required  by  P.L.  96-265)  and  for  other  projects  aimed  at 
improved  quality  of  service  to  the  public  and  increased  efficiency. 

The  FY  1982  and  FY  1983  ADP-related  consultant  services  resources  included  in 
this  budget  primarily  are  associated  with  maintaining  current  ADP 
operations.    SSA  is  now  developing  an  overall  systems  plan  in  order  to  improve 
and  upgrade  its  ADP  systems;  and,  of  course,  the  budget  implications  of  this 
plan  for  consultant  services  have  not  been  assessed  yet. 


Tuesday,  March  9,  1982. 
REFUGEE  PROGRAM 
WITNESSES 

JOHN  A.  SVAHN,  COMMISSIONER  OF  SOCIAL  SECURITY 

ANTHONY  L.  ITTEILAG,  ACTING  DEPUTY  ASSISTANT  SECRETARY, 
BUDGET 

NELSON  J.  SABATINI,  ACTING  ASSOCIATE  COMMISSIONER  FOR  MANAGE- 
MENT,  BUDGET,  AND  PERSONNEL 

FRED  SCHUTZMAN,  DEPUTY  DIRECTOR,  OFFICE  OF  CHILD  SUPPORT  EN- 
FORCEMENT 

LINDA  S.  McMAHON,  ASSOCIATE  COMMISSIONER  FOR  FAMILY  ASSIST- 
ANCE 

PHILLIP  N.  HAWKES,  DIRECTOR,  OFFICE  OF  REFUGEE  RESETTLEMENT 
SHERWIN  T.  MONTELL,  DIRECTOR,  OFFICE  OF  FINANCIAL  RESOURCES 

Mr.  Natcher.  We  will  now  take  up  the  refugee  assistance  appro- 
priations for  fiscal  year  1983.  Would  you  explain  to  the  subcommit- 
tee the  reorganization  of  the  Refugee  Program  which  you  are  pro- 
posing for  1983?  And  before  you  do  that,  we  will  put  your  state- 
ment into  the  record. 

[The  statement  of  Mr.  Svahn  follows:] 
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Mr.  Chairman,  members  of  the  subcommittee,  I  appreciate  the 
opportunity  to  discuss  the  refugee  and  entrant  assistance  programs 
of  the  Department  of  Health  and  Human  Services,  and  the  budget  that 
we  are  proposing  for  them  for  FY  1983* 

Although  refugee  resettlement  is  a  tradition  in  this  country, 
permanent  federal  programs  for  this  purpose  are  relatively  new. 
The  Refugee  Act  of  1980,  signed  into  law  in  March,  1980,  provides 
for  the  annual  admission  of  refugees  to  this  country  and 
established  the  Refugee  Assistance  Program  to  enable  and  encourage 
these  refugees  to  become  self-sufficient  as  soon  as  possible.  The 
Refugee  Education  Assistance  Act  of  1980,  was  passed  at  the  end  of 
FY  1980  in  response  to  the  emergencies  associated  with  the 
unexpected  arrival  of  over  170,000  Cuban  and  Haitian  entrants  in 
1980  and  1981.    This  Act  established  the  Cuban/Haitian  Entrant 
Program  through  which  assistance  is  provided  to  the  entrants,  who 
have  been  permitted  to  stay  in  the  U.S.    Entrants  receive 
assistance  on  the  same  basis  as  refugees,  again  for  the  purpose  of 
enabling  these  individuals  to  become  self-sufficient  members  of  our 
society. 

The  FY  1983  budget  request  for  refugee  and  entrant  resettlement 
is  $532,152,000.    This  request  is  based  on  Congressional 
reauthorization  of  the  Refugee  Act  of  1980,  which  expires  at  the 
end  of  FY  1982.    The  Administration  will  propose  reauthorization 
with  only  minor  amendments.     This  budget  request  is  for  a  single 
appropriation  for  the  Refugee  Assistance  and  Cuban/Haitian  Entrant 
Programs.    We  believe  that  a  single  appropriation  is  appropriate 
and  necessary  because  of  the  similarity  of  the  two  programs  and 
because  of  the  need  for  flexibility  in  using  program  funds  to 
assure  the  most  effective  resettlement  of  both  populations.  Such 
flexibility  is  critical  due  to  the  uncertainties  in  the  arrival 
rate  of  refugees  and  entrants  and  in  the  assistance  needs  of  the 
new  and  existing  population. 

There  are  seven  activities  in  the  refugee  and  entrant 
programs:     State  Administered  Programs,  Voluntary  Agency  Programs, 
Education  Assistance  for  Children,  Preventive  Health,  Cuban/Haitian 
Entrant  Program,  Targeted  Assistance,  and  Federal  Administration. 
I  will  discuss  each  briefly. 

a)      State  Administered  Programs 

These  programs  include  cash  and  medical  assistance,  social 
services  and  State  administrative  costs  for  the  Refugee 
Assistance  Program.     We  are  requesting  $471,849,000  for  these 
programs:     $412,562,000  for  cash  and  medical  assistance  and 
related  State  administrative  costs  (CMA),  and  $59,287,000  for 
social  services. 

The  level  of  funding  needed  for  CMA  is  dependent  on  the 
number  of  refugees  who  are  admitted  to  the  United  States  and 
who  have  been  here  less  than  36  months,  the  percentage  of 
refugees  who  will  require  public  assistance,  and  the 
reimbursement  policy  established  by  the  Federal  Government. 
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We  also  estimate  that  131,000  refugees  will  be  admitted  in  FY 
1982  who  would  come  under  the  State-administered  programs  and 
103,500  in  FY  1983 •    We  also  estimate  that  the  dependency  rate 
of  the  refugees  who  have  been  admitted  since  FY  1980  and  who 
have  been  in  the  country  less  than  36  months  will  be  61% .  We 
are  implementing  steps  to  reduce  that  figure. 

The  funding  requested  for  CMA  is  based  on  the  proposed  FY 
1982  regulations  which  would  modify  the  assistance  for  needy 
refugees  who  are  not  categorically  eligible  for  Aid  to  Families 
with  Dependent  Children  benefits  or  Supplemental  Security 
Income.    The  proposed  regulations  permit  non-categorically 
eligible  but  needy  refugees  to  receive  AFDC  level  cash  and 
medical  assistance  for  their  first  18  months  in  the  United 
States,  and  receive  benefits  under  their  State  or  local  General 
Assistance  (GA)  program  during  the  second  18  months  in  the 
U.S.    At  present  they  currently  receive  full  AFDC  level 
benefits  for  36  months.    The  basic  purpose  of  these  changes  was 
to  provide  for  more  comparable  treatment  of  refugee  and 
non-refugee  needy  in  the  U.S.,  while  still  attempting  to 
account  for  the  unique  circumstances  of  the  refugee.  Under 
this  policy  we  reimburse  GA  costs,  including  administrative 
costs,  incurred  by  the  states  in  serving  this  element  of  the 
refugee  population.     The  regulation  would  not  affect  the 
funding  for  those  refugees,  who  are  eligible  for  and  receive 
AFDC,  Medicaid  and  SSI  for  their  first  36  months  in  the  U.S. 

For  a  variety  of  reasons,  including  the  desire  to  give 
States  sufficient  lead  time  for  implementation,  this  new  policy 
did  not  go  into  effect  on  March  1,  1982.     In  order  to  afford 
the  delay  without  making  further  modifications  in  refugee  and 
entrant  eligibility  rules,  it  will  be  necessary  to  reprogram « 
funds  from  other  activities.    We  will  have  these  reprogramming 
requests  to  you  shortly. 

Finally,  the  FY  1983  budget  request  for  CMA  includes  the 
request  for  funds  for  unaccompanied  refugee  minors. 

The  funding  needed  for  social  services  is  used  to  provide 
a  program  of  English  language  training,  vocational  training, 
and  other  support  services  to  provide  refugees  with  the  tools 
to  become  self-sufficient.     In  FY  1983,  we  will  target  these 
funds  more  specifically  to  activities  which  foster 
self-sufficiency  for  refugees  who  are  receiving  cash 
assistance.    We  believe  that  this  strategy  offers  the  best 
chance  for  refugees  to  avoid  long-term  welfare  dependency  and 
achieve  economic  independence. 
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b)  Voluntary  Agency  Programs 

This  activity  provides  matching  funds  on  a 
dollar-for-dollar  basis,  up  to  a  specified  maximum  of  $1,000 
per  refugee  to  voluntary  agencies  for  services  in  resettling 
refugees.    The  principal  objective  is  to  enable  the  refugees  to 
become  self-supporting  and  independent  members  of  American 
society.    Most  of  these  funds  are  provided  for  the  resettlement 
of  Soviet  refugees.    A  wide  range  of  activities  is  covered 
including  training,  recertifi cation  in  the  United  States  for 
professionals  trained  abroad,  social  services,  maintenance 
assistance,  and  health  care.    Funding  is  provided  for  this 
activity  in  lieu  of  regular  State  administered  cash,  medical 
and  social  service  assistance. 

We  are  requesting  $11  million  for  this  program  in  FY  1983, 
as  we  estimate  that  11,000  refugees  will  enter  the  US  in  FY 
1983  and  participate  in  this  program. 

c)  Education  Assistance  for  Children 

No  additional  funds  are  being  requested  for  FY  1983*  This 
program  for  education  assistance  for  children  was  initiated  in 
FY  1980  to  relieve  local  school  districts  of  the  initial  cost 
of  meeting  the  special  needs  of  refugee  children.    With  the 
reduced  refugee  flows,  we  believe  that  the  funds  which  have 
been  appropriated  since  1980  have  built  the  capacity  necessary 
to  meet  the  current  special  needs  of  refugee  children,  and  no 
additional  funds  are  being  requested  in  the  FY  1983  budget  for 
this  activity. 

d)  (    Preventive  Health 

This  activity,  for  which  we  are  requesting  $6,049,000  in 
FY  1983,  funds  two  basic  functions  related  to  health  care  for 
refugees.    The  first  is  to  monitor  the  adequacy  of  medical 
screening  conducted  overseas  and  to  assure  appropriate 
follow-up  and  treatment  of  refugees  with  diseases  which  might 
be  a  threat  to  public  health.    This  work  will  be  conducted  by 
Centers  for  Disease  Control  (CDC)  personnel  stationed  overseas 
and  at  ports  of  entry.    They  will  work  to  assure  the  continued 
quality  of  medical  screening  and  disease  surveillance  overseas 
and  the  inspection  and  notification  procedures  at  ports  of 
entry.    The  second  function  covers  a  modest  grant  program 
administered  by  CDC  to  support  State  and  local  health  agencies 
which  conduct  health  assessments  and  immediate  follow-up  care 
for  a  variety  of  conditions  including  skin  infections, 
intestinal  parasites,  malnutrition,  and  anemia. 

e)  Cuban/Haitian  Entrant  Program 

Under  Section  501(a)  of  the  Refugee  Education  Assistance 
Act  of  1980,   (the  Act),  Cuban  and  Haitian  entrants  are 
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eligible  for  domestic  assistance  and  services  equivalent  to 
that  provided  to  refugees  under  the  Refugee  Act  of  1980.  We 
are  requesting  $17,343,000  for  this  program  in  FY  1983  to 
provide  cash  and  medical  assistance,  social  services,  and 
related  State  administrative  costs  to  support  those  entrants 
who  still  retain  program  eligibility  in  FY  1983*    This  request 
also  includes  funds  to  care  for  unaccompanied  entrant  minors. 
No  further  entrants  are  expected  to  arrive  in  FY  1983* 

In  previous  years,  we  had  requested  funds  under  section 
501(c)  of  the  Act  for  the  reception  and  care  of  entrants  in 
processing  sites  and  camps  where  they  undergo  medical  and 
security  screening  and  await  resettlement  or  placement  in 
American  communities.     In  FY  1983,  the  Department  of  Justice 
will  have  this  responsibility. 

f)  Targeted  Assistance 

We  are  requesting  $20  million  in  FY  1983  to  fund  a  program 
of  flexible,  targeted  assistance  for  areas  with  high 
concentrations  of  refugees  or  entrants.      Under  this  program 
States  may  apply  for  project  grants  to  assist  refugee/entrant 
populations  in  areas  where  supplementation  of  currently 
available  resources  is  necessary  due  to  the  high  concentration 
of  refugees  and  entrants. 

This  program  was  initiated  in  FY  1982  to  assist  areas  with 
high  concentrations  of  Cuban/Haitian  entrants.     In  FY  1983, 
States  with  high  concentrations  of  refugees  will  also  be 
allowed  to  participate  in  the  program. 

g)  Federal  Administration 

The  Refugee  Act  of  1980  established  the  Office  of  Refugee 
Resettlement  in  the  Deparment  of  Health  and  Human  services. 
This  Office  has  the  responsibility  for  the  management  of  the 
Federal  Refugee  and  Cuban/Haitian  Entrant  Programs.     Through  a 
Central  Office,  ten  Regional  Offices  and  one  field  office  in 
Miami,  Federal  staff  provide  program  direction,  financial 
grants  management  and  technical  assistance  to  States,  voluntary 
resettlement  agencies  and  employment  programs. 

We  are  requesting  $5,911,000  for  this  activity  in  FY 
1983«     This  budget  request  is  based  upon  a  staff  reduction  of 
22  positions.     This  reduction  will  be  partially  achieved 
through  a  realignment  and  tightening  of  Central  and  Regional 
Office  responsibilities  and  functions. 

I  wish  to  thank  you  for  the  opportunity  to  address  this 
subcommittee.     I  am  prepared  to  respond  to  questions  at  this  time. 
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Mr.  Natcher.  Go  right  ahead. 

REORGANIZATION 

Mr.  Svahn.  I  will  have  to  ask  a  little  more  about  the  question, 
Mr.  Chairman.  Are  you  talking  about  the-  

Mr.  Natcher.  What  I  have  in  mind  is  the  transfer  to  the  Depart- 
ment of  Justice. 

ORGANIZATIONAL  CHANGES 

Mr.  Svahn.  Perhaps  I  can  ask  Mr.  Hawkes  to  answer  that  ques- 
tion. He  has  been  our  primary  negotiator  in  that  effort  over  the 
past  year.  If  I  could  just  preface  that  with  a  statement,  Mr.  Chair- 
man, about  the  refugee  program.  We  have  spent  almost  this  entire 
past  year,  which  was  both  mine  and  Mr.  Hawkes'  first  year  in 
office,  trying  to  clean  up  the  disorder  we  found  last  spring  existing 
in  the  refugee  program. 

At  that  time,  we  had  a  inter-department  task  force,  with  numer- 
ous staff  and  a  substantial  budget,  handling  some  refugee  matters 
for  the  United  States  Government.  Since  then,  we  have  centralized 
that  effort.  We  have  eliminated  the  task  force,  and  we  have  com- 
bined our  forces  to  develop  a  single  refugee  thrust  for  the  Depart- 
ment and  for  the  Federal  government.  Phil  has  been  the  person 
who  has  handled  this  process  almost  entirely  on  his  own. 

Phil. 

Mr.  Natcher.  All  right.  Go  right  ahead. 

Mr.  Hawkes.  Thank  you.  The  current  reorganization  of  our  pro- 
gram is  in  the  Cuban  and  Haitian  entrant  program.  The  part  of 
that  program  pertaining  to  the  resettlement,  reception  and  place- 
ment of  Cubans  and  Haitians  has  been  transferred  to  the  Depart- 
ment of  Justice.  The  domestic  assistance  portion  of  the  Cuban/Hai- 
tian program  as  well  as  the  rest  of  the  refugee  program  remains 
with  the  Office  of  Refugee  Resettlement. 

NEW  REFUGEE  ELIGIBILITY  RULES 

Mr.  Natcher.  Now  Mr.  Commissioner,  both  the  1982  and  1983 
budgets  are  based  on  new  eligibility  rules  for  refugees,  as  you 
know. 

Mr.  Svahn.  Yes. 

Mr.  Natcher.  Describe  for  us  briefly,  if  you  will,  how  these  new 
standards  will  work  and  when  you  expect  them  to  be  effective. 

Mr.  Svahn.  I  will  deal  with  how  I  expect  them  to  work  before  I 
deal  with  the  effective  date  because  I  am  not  sure  what  the  effec- 
tive date  might  be. 

Mr.  Natcher.  All  right. 

Mr.  Svahn.  We  have  proposed  a  new  set  of  criteria  which  essen- 
tially would  limit  non-AFDC  or  non-categorically-eligible  refugees 
to  an  18-month  period  of  full  federal  funding  at  the  AFDC  level. 
Those  who  are  categorically  eligible  for  AFDC  would  continue  to 
receive  AFDC-level  refugee  benefits  for  36  months.  Those  refugees 
who  lose  their  eligibility  for  full  AFDC-level  funding  after  a  period 
of  18  months  would  be  eligible  for  federally-paid  general  assistance 
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in  a  state  where  there  exists  a  general  assistance  program  of  gener- 
al applicability,  for  which  the  individual  qualifies. 

As  to  the  effective  date,  we  had  proposed  that  these  regulations 
be  effective  March  1st.  We  have  not  issued  the  final  regulations 
yet.  The  vice  president  set  up  a  special  task  force,  headed  by  Admi- 
ral Murphy  to  look  at  the  problems  that  these  regulations  might 
cause.  This  group  is  just  about  ready  to  make  its  determination  as 
to  the  effective  date  of  those  regulations. 

Phil,  do  you  have  anything  to  add? 

Mr.  Hawkes.  That  is  about  it. 

Mr.  Natcher.  All  right. 

Are  we  correct  that  states  will  continue  to  receive  100  percent 
reimbursement  for  welfare  costs  including  general  assistance  for  a 
period  of  36  months;  is  that  correct? 

Mr.  Svahn.  Yes,  that's  correct. 

INVESTIGATIVE  STAFF  REPORT 

Mr.  Natcher.  We  would  like  to  turn  now  for  a  few  minutes  to 
the  report  of  the  investigative  staff  on  refugees  which  has  just  been 
completed.  Have  you  had  an  opportunity  to  read  this  report? 

Mr.  Svahn.  Yes,  I  have,  and  so  has  Mr.  Hawkes. 

Mr.  Natcher.  We  will  insert  that  part  of  the  report  that  applies 
in  the  record  at  this  time. 

[The  information  follows:] 


948 


A  REPORT  TO 
THE  COMMITTEE  ON  APPROPRIATIONS 
U.S.   HOUSE  OF  REPRESENTATIVES 


on  the 

REFUGEE  ASSISTANCE  PROGRAMS 
OF  THE 

OFFICE  OF  REFUGEE  RESETTLEMENT 
DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 


Surveys  and  Investigations  Staff 
February  1982 
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February  26,  1982 


MEMORANDUM  FOR  THE  CHAIRMAN 

Re:     Refugee  Assistance  Programs 

of  the  Office  of  Refugee  Resettlement 
Department  of  Health  and  Human  Services 


By  directive  dated  July  1,  1981,  the  Committee  requested  that  a 
review  be  made  of  the  refugee  assistance  programs  administered  by 
the  Department  of  Health  and  Human  Services. 

The  review  has  been  completed,  and  the  results  are  set  forth  in 
this  report. 


Respectfully  submitted, 


Surveys  and  Investigations  Staff 
House  Appropriations  Committee 
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SUMMARY 


Even  though  there  has  been  a  heavy  commitment  of  funds, 
resources,  and  personnel  at  the  Federal,  State,  and  local  govern- 
ment levels,   the  refugee  assistance  programs  have  not  succeeded 
in  their  basic  objective  of  decreasing  the  level  of  dependency  of 
refugees  participating  in  the  programs.     In  fact,  the  dependency 
rate  or  percentage  of  the  refugee  population  receiving  cash 
assistance  and  other  benefits  has  steadily  increased  since  1975, 
the  year  the  Indochinese  Refugee  Assistance  Program  was  initiated. 
As  of  June  1981,  the  nationwide  dependency  rate  reported  by  the 
Office  of  Refugee  Resettlement  (ORR)  was  67  percent  and  growing. 
For  FY  1983,  ORR  is  predicting  a  nationwide  dependency  rate  of  70 
percent.     This  discouraging  picture  and  prognosis  exists  after 
program  costs  of  more  than  $2.1  billion  from  all  sources  during 
FY  1981 — up  from  $1.7  billion  expended  during  FY  1980. 

What  is  even  more  worrisome  than  the  immediate  dismal  situation 
are  indications  that  a  strong  "constituency"  is  being  formed 
among  refugees  which  expects  continued  assistance  over  a  prolonged 
period  of  time.     Most  of  the  aid  recipients  are  being  nurtured 
so  that  all  their  wants  are  being  catered  to  without  much 
work,  effort,  or  sacrifice  on  their  part.     Thus,  a  philosophy  or 
attitude  is  being  engendered — directly  and  indirectly — that  they 
have  a  vested  right,  entitlement,   if  you  will,  to:     money,  housing, 
food,  clothing,  medical  attention,  and  educational  allowances 
from  Federal,  State,  and  local  government  sources. 

The  review  efforts  upon  which  this  report  is  based  concern 
findings  noted  during  an  examination  primarily  of  Indochinese 
refugees  located  in  the  States  of  California  and  Texas.  This 
ethnic  group  represents  86  percent  of  all  refugees,  and  these 
States  have  about  43  percent  of  these  refugees. 

A.     Ineffective  Management 
Direction  and  Guidance 

The  Refugee  Resettlement  Programs  have  a  seemingly  endless 
number  of  problems  that  are  not  being  seriously  addressed  by 
those  responsible.     Many  of  the  problems  have  existed  since  the 
inception  of  the  programs  and  continue  to  surface  year  after  year 
because  management  actions  needed  to  correct  them  are  not  forth- 
coming. 

The  patchwork  system  that  characterized  the  domestic  resettle- 
ment program  before  the  passage  of  the  Refugee  Act  of  1980 
basically  still  exists  today.     A  program  of  this  magnitude  (217,000 
refugees  per  year),   its  burgeoning  cost,  and  its  use  of  a  wide 
array  of  public  and  private  organizations,  requires  coherent  policy 
and  guidance,  sound  leadership,  and  effective  management  to  assure 
that  the  stated  goals  and  tasks  are  accomplished. 
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1.  United  States  Coordinator 
for  Refugee  Affairs 

Although  the  United  States  Coordinator  for  Refugee  Affairs 
was  given  the  authority  and  responsibility  to  deal  with  resettle- 
ment problems  through  a  Presidential  directive  in  February  1979, 
and  later  through  the  Refugee  Act  of  1980,  efforts  to  discharge 
those  responsibilities  have  been  frustrated  by  a  number  of  events/ 
conditions. 

A  void  in  leadership  existed  during  most  of  1981.  During 
the  period  January  1981  through  October  1981,  no  one  served  in 
that  position.     On  October  29,  1981,  the  President  announced  his 
intention  to  nominate  a  U.S.  Coordinator.     The  failure  of  the 
Administration  to  quickly  fill  the  position  when  it  became  vacant 
left  the  resettlement  program  without  the  leadership  it  so 
desperately  needed. 

In  addition,  as  of  September  1981,  the  office  had  an 
authorized  staff  of  20,  but  less  than  half  that  number  were  on 
board,  and  some  of  those  were  required  to  perform  other  duties. 
The  Cuban-Haitian  crises  further  diverted  their  attention  from 
problems  associated  with  the  resettlement  of  Indochinese  refugees. 

An  analysis  of  the  actions  taken  and  completed  shows  that 
much  remains  to  be  done  if  the  U.S.  Coordinator  is  to  fulfill  the 
responsibilities  of  his  office,   i.e.,  ensuring  that  there  is  a 
more  equitable  geographic  distribution  of  new  arrivals;  developing 
an  overall  budget  strategy  for  refugee  programs;  and  providing  a 
mechanism  which  would  enable  State  and  local  governments  to  play 
an  active  role  in  the  decisionmaking  process  involving  the  geo- 
graphic distribution  of  refugees. 

The  States  and  local  governments,  as  well  as  voluntary 
resettlement  agencies,  have  repeatedly  stated  that  the  refugee 
program  has  been  severely  hampered  by  the  absence  of  a  national 
plan  which  clearly  states  this  country's  policy  and  the  direction 
this  Administration  plans  to  take  in  resettlement. 

As  a  result  of  the  Administration's  lack  of  commitment  to 
the  Indochinese  Refugee  Assistance  Program,   the  activities  of  the 
Coordinator's  office  since  February  1979  have  been  restricted 
mostly  to  establishing  task  forces  to  study  or  analyze  issue¥, 
participating  in  and  coordinating  meetings  with  other  organiza- 
tions involved  with  resettlement,  or  contracting  with  private 
sources  to  study  problems. 

2.  Department  of  Health  and  Human  Services 

Many  of  the  problems  experienced  by  the  Coordinator's 
Office  have  been  exacerbated  by  the  lack  of  management  direction 
within  the  Department  of  Health  and  Human  Services  and,  more 
recently,  within  the  Office  of  Refugee  Resettlement  which  was 
established  by  the  Refugee  Act  of  1980.     The  act  gives  the  Director 
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of  ORR  responsibility  for  establishing  a  management  system  which 
incorporates  programmatic  and  fiscal  controls,  evaluations  of 
performance  and  effectiveness,  and  a  data  collection  system. 
Included  was  the  responsibility  for  publishing  program  guidance 
setting  forth  the  standards,  goals,  and  priorities  developed  to 
assure  effective  resettlement  and  efficient  provision  of  services. 
The  performance  of  these  functions  was  to  be  done  in  consultation 
with,  and  under  the  general  policy  guidance  of,  the  U.S.  Coordinator. 

Extensive  criticism,  however,  has  been  voiced  by  States, 
localities,  and  voluntary  resettlement  agencies  that  they  are 
being  asked  to  do  an  effective  and  efficient  job  in  resettling 
refugees,  yet  ORR  has  not  provided  any  comprehensive  set  of 
regulations  to  direct  or  guide  them  in  planning  or  fulfilling  the 
requirements  of  the  act.     Resettlement  practitioners  and  community 
leaders  participating  in  a  series  of  regional  meetings  consistently 
stressed  the  need  for  clearly  defined  goals  to  assist  them  in 
developing  service  priorities  and  improving  the  management  of 
social  service  programs.     They  also  saw  a  need  for  close  cooperation 
between  the  various  groups  involved  in  resettlement  and  ORR  in 
the  development  of  regulations,  guidelines,  standards,  etc. 

Because  of  the  absence  of  clear  guidance,   the  State  of 
California,   for  one,  has  decided  that  time-expired  refugees 
should  receive  first  priority  for  social  services.     In  all  probability 
this  will  increase  the  time  needed  to  make  the  refugee  self-sufficient 
cost  the  Federal  Government  more  money,  and  may  conflict  with 
the  provisions  of  the  Refugee  Act  of  1980. 

a.  Organizational  Realignments  Disruptive 

Since  1975,  responsibility  for  developing  policy  and 
administrative  procedures  to  assist  refugees  has  been  shifted 
back  and  forth  among  various  groups  on  almost  a  yearly  basis. 
ORR  representatives  have  stated  that  frequent  organizational 
realignments  and  changes  were  disruptive  and  hindered  the  organi- 
zation's progress  in  fulfilling  its  management  responsibilities. 

b.  Absence  of  Mechanism  to  Evaluate 
Effectiveness  of  Social  Service  Programs 

After  6  years  of  experience  with  the  resettlement  of 
Indochinese  refugees,  no  one  in  the  Federal  Government  can  say 
conclusively  that  social  services  such  as  Engl ish-as-a-second 
language  ( ESL)  and  vocational  training  have  actually  accelerated 
the ^adaptation  of  refugees  or  enabled  them  to  achieve  economic 
self-sufficiency.     Nor  is  it  known  which  of  the  various  ESL 
approaches  used  by  public/private  practitioners  works  best  or  is 
the  most  cost-effective. 

For  the  most  part,  this  problem  is  attributed  to  the 
continued  absence  of  a  reliable  data  base  and  a  mechanism  to 
adequately  evaluate  program  effectiveness.     The  absence  of  these 
management  tools  could  result  in  funding  some  social  service" 
programs  that  are  not  responsive  to  the  needs  of  the  refugees. 
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c .     Problems  Related  to  Funding 
of  Social  Service  Programs 

Social  service  programs  are  provided  to  refugees  for 
the  purpose  of  helping  them  become  self-sufficient  as  quickly  as 
possible.     The  services  provided  by  these  programs  are  being 
disrupted,  reduced,  and,   in  some  cases,  curtailed  at  a  time  when 
there  is  an  increasing  number  of  refugees  receiving  cash  and 
medical  assistance.     Delayed  apportionments  by  ORR  during  the 
past  couple  of  fiscal  years  has  forced  some  States  to  incur 
unnecessary  administrative  costs  and  delay  benefits  to  eligible 
refugees.     ORR's  inability  to  demonstrate  the  effectiveness  of 
social  service  programs  in  expediting  the  refugees'  attainment 
of  self-sufficiency  is  considered  to  be  a  major  factor  in  the 
cutback  of  social  services  in  the  FY  1983  budget. 

Another  problem  affecting  the  funding  of  social 
service  programs  is  that  ORR's  budget  for  social  services  is 
based  on  the  projected  number  of  refugees  to  be  resettled  rather 
than  on  an  estimate  of  the  refugees  needing  social  services. 
This  has  resulted  in  understating  the  number  of  refugees  needing 
social  services  and  understating  the  social  service  dollars 
needed . 

Finally,   the  Office  of  Management  and  Budget  withheld 
the  third-quarter  award  of  social  service  funds  so  a  reserve 
could  be  created  to  absorb  an  anticipated  shortage  in  cash  and 
medical  assistance  costs.     Funding  instability  not  only  undermines 
the  State's  planning  process,  but  could  result  in  project  termi- 
nations in  many  States  if  the  funds  are  withheld  for  any  length 
of  time.     It  also  raises  doubts  about  the  Administration's 
commitment  to  States  regarding  social  services  for  refugees. 

B .  Costs  of  Refugee  Assistance  Programs 

ORR-funded  refugee  assistance  and  services  take  several  forms — 
cash  assistance,  medical  assistance,  State  supplementary  payments 
for  recipients  of  supplemental  security  income  (SSI),  social 
services,  education,  health  screening,  etc.     Other  Federal, 
State,  and  county  agencies  also  provide  assistance  or  services 
to  refugees.     Costs  of  refugee  services  and  assistance  from  all 
sources  for  FY  1981  are  estimated  to  be  about  $2.1  billion,  up 
from  FY  1980  costs  of  $1.7  billion.     Of  this  amount,  DHHS-related 
costs  are  about  $779  million.     Cash  and  medical  assistance  were 
the  largest  expenditures,  totaling  about  $482  million.     Costs  of 
support  or  social  services  totaled  about  $94  million,  and  reim- 
bursing States  for  costs  incurred  in  the  administration  of  the 
refugee  assistance  programs  is  estimated  at  about  $50  million. 

C.  High  Level  of  Dependency  Among  Indochinese 
Refugees  and  Reasons  for  Annual  Increases 

The  most  basic  measure  used  by  ORR  to  judge  how  well  refugees 
are  becoming  self-supporting  is  the  dependency  rate  of  refugees 
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on  cash  assistance.     The  dependency  rate,  or  percentage  of  the 
refugee  population  receiving  cash  assistance,  has  increased 
dramatically  since  1975.     In  1975,  the  dependency  rate  was  11.9 
percent.     By  1981,  the  dependency  rate  was  67.2  percent  and 
growing.     For  FY  1983,  ORR  predicted  a  nationwide  dependency 
rate  of  70  percent. 

Various  reasons  have  been  cited  as  to  why  dependency  rates  are 
high.     The  major  reasons  include: 

—  The  "attractiveness"  of  welfare  in  some  States. 

—  The  high  concentration  of  refugees  in  areas  with  limited 
job  opportunities. 

The  fact  that  many  refugees  can  refuse  jobs  without  losing 
benefits. 

—  The  fact  that  eligibility  for  medical  benefits  is  linked  to 
cash  assistance. 

1 .  Welfare  More  Attractive  Than  Employment 

Variations  in  eligibility  criteria  and  benefit  levels 
among  the  States  create  situations  where,   in  some  States,  cash 
assistance  is  more  desirable  than  employment.     Also,  refugees  may 
quit  jobs,  refuse  to  accept  jobs,  or  give  up  cash  assistance  in 
one  State  to  accept  higher  welfare  checks  in  another.  States 
have  widely  differing  philosophies  regarding  public  assistance 
and  widely  differing  benefit  levels.     Yearly  cash  benefit  levels 
can  vary  by  thousands  of  dollars  for  the  same  family  unit.  For 
example,  a  family  of  10  in  Texas  would  receive  no  more  than  $300 
per  month  because  that  is  the  maximum  amount  that  Texas  will 
pay.     The  same  family  in  California  would  receive  $1,087  per 
month.     (It  should  be  noted  that  many  refugees  were  accustomed 
to  earning  the  equivalent  of  about  60  U.S.  dollars  per  year 
before  coming  to  the  Unites  States.)     Obviously,   if  a  refugee 
family  wants  to  rely  on  welfare,  or  must  rely  on  welfare,   then  a 
move  to  California  is  clearly  rewarding. 

State  refugee  coordinators  from  Texas,  Oklahoma,  Louisiana, 
and  New  Mexico  generally  agreed  that  the  high  level  of  cash 
assistance  benefits  available  in  some  States  is  one  of  the  driving 
forces,   if  not  the  greatest  factor,   influencing  dependency  rates 
and  related  issues  of  secondary  migration. 

Refugees  can  further  supplement  their  income  by  working 
and  still  receive  the  full  amount  of  their  welfare  payments 
(subject  to  dollar  limitations  set  by  States).     A  nonrefugee  is 
not  eligible  for  Aid  to  Families  with  Dependent  Children  (AFDC) 
if  he  or  she  works  more  than  100  hours  a  month.     For  refugees, 
however,  the  100-hour  limitation  is  waived. 

2.  High  Concentrations  of  Refugees  in  Certain  Areas 

The  presence  of  large  numbers  of  Indochinese  refugees  in 
certain  geographic  locations  has  overtaxed  existing  refugee 
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support  systems.     Because  local  job  markets  cannot  effectively 
absorb  such  a  heavy  influx  of  potential  labor,  unemployed  refugees 
are  placed  on  cash  assistance. 

The  extent  of  Indochinese  resettlement  in  some  areas  is 
massive.     According  to  May  1981  ORR  data,  more  than  one- third  of 
all  Indochinese  refugees  were  either  initially  resettled  in  or 
have  migrated  to  California,  bringing  its  refugee  population  to 
about  187,600  as  of  September  30,  1981.     Refugees  in  California 
have  settled  predominantly  in  five  counties — Los  Angeles,  Orange, 
San  Diego,  Santa  Clara,  and  San  Francisco.     To  put  the  impact  on 
these  areas  and  California  into  perspective,  consider  the  follow- 
ing: 

—  Although  California  has  58  counties,  7  counties  have 
more  refugees  than  40  States  combined. 

—  Los  Angeles  County  has  more  refugees  than  Texas,  the 
State  with  the  second  largest  refugee  population. 

—  Orange  County  has  more  refugees  than  Washington,  the 
State  with  the  third  largest  refugee  population. 

—  One  out  of  every  five  Indochinese  refugees  resettled 
since  1975  lives  in  Southern  California  (Los  Angeles, 
Orange,  and  San  Diego  Counties). 

Such  impact  overloads  social  services  such  as  English-language 
training  and  creates  keen  competition  for  entry-level  jobs,  thereby 
delaying  a  refugee's  employability  and  extending  dependency  on 
cash  assistance. 

3 .     Able  to  Refuse  Jobs  Without  Losing  Benefits 

Current  ORR  regulations  permit  an  employable  18-  to  21-year- 
old  refugee  who  lives  alone  (or  with  a  family  which  exceeds  AFDC 
assistance  standards)  to  attend  college  classes  and  receive  cash 
assistance  without  meeting  any  requirements  for  work  search. 
This  particular  benefit  is  available  only  to  refugees.  Various 
officials  from  County  Welfare  Departments  (CWD's)   in  California 
expressed  dissatisfaction  with  these  regulations.     According  to 
CWD  officials,   Indochinese  refugees  are  "flooding"  the  colleges 
in  California;  that  they  are  applying  for  and  receiving  educational 
grants  in  large  numbers.     For  example,  one  student  had  four  educa- 
tional grants  or  loans  plus  a  work  study  program  that  amounted  to 
$3,382  for  the  school  year  September  1981  to  June  1982.     The  student 
was  also  receiving  $248  per  month  under  the  refugee  cash  assistance 
program.     Orange  County  officials  said  refugees  get  to  keep  $95 
of  every  $100  in  student  aid  and  "it  doesn't  take  a  dime  from 
his  welfare  benefits." 

According  to  CWD  officials  in  California,  U.S.  colleges 
are  receiving  applications  from  potential  students  who  still 
reside  in  overseas  camps. 
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Placing  refugees  in  jobs  is  further  complicated  by  the 
position  taken  by  California  State  officials,   i.e.,  that  employ- 
ment services,   including  acceptance  of  legitimate  job  offers, 
cannot  be  forced  on  refugees — that  "such  services  must  be  accepted 
voluntarily  and  cannot  be  a  condition  of  receiving  aid." 

Various  officials  involved  in  the  resettlement  process 
stated  that  any  refugee,  regardless  of  age,  could  turn  down 
legitimate  job  offers  if  the  person  was  attending  any  kind  of 
school,  such  as  English-as-a-second-language  (ESL) ,  and  could 
continue  receiving  cash  assistance.     VOLAG  officials  stated  that 
some  refugees  appear  to  have  made  ESL  classrooms  a  "permanent 
abode . " 

The  position  taken  by  the  State  of  California,  i.e.,  per- 
mitting refugees  on  cash  assistance  to  turn  down  legitimate  job 
offers,  appears  to  be  in  total  contradiction  to  the  Refugee  Act 
of  1980  which  states  that  a  refugee  must  (except  for  good  cause 
shown)  register  with  a  refugee  program  employment  service  or  a 
public  employment  service  (beginning  60  days  after  arrival)  and 
must  accept  an  appropriate  offer  of  employment. 

4 .     Medical  Benefits  Linked  to  Cash  Assistance 

In  all  States,   if  a  refugee  is  eligible  for  AFDC,  then  he 
is  also  eligible  for  medical  assistance.     Since  Medicaid  is 
usually  administered  through  local  welfare  offices,  incoming 
refugees,  who  may  only  be  interested  in  medical  assistance ,, are 
soon  introduced  to  the  welfare  system.     CWD's  in  California  are 
required  to  advise  all  eligible  entrants  as  to  the  full  range  of 
services  available  to  them  and  frequently  sign  them  up  for  the 
"full  package." 

D.     High  Costs  of  Cash  and  Medical 
Assistance  to  Refugees 

During  FY  1981,  ORR  reimbursed  the  States  a  total  of  $481.7 
million  for  cash  and  medical  assistance  provided  to  refugees. 
The  high  costs  of  such  assistance  are  directly  related  to  the 
higher  dependency  rates  of  refugees  and  the  higher  cash  assistance 
levels  existing  in  certain  States.     States  with  high  levels  of 
cash  assistance  have  more  difficulty  getting  refugees  to  accept 
jobs  than  do  States  with  low  levels  of  cash  assistance.     A  study 
performed  by  the  National  Association  of  Counties  Research, 
Inc. ,  also  noted  that  States  with  higher  cash  assistance  levels 
generally  have  higher  dependency  rates. 

A  look  at  the  per  capita  costs  of  refugees  resettled  in 
selected  States  as  of  July  30,  1981,  reveals  some  startling 
comparisons.     As  shown  below,   it  is  costing  the  taxpayer  about  8.7 
times  as  much  to  resettle  a  refugee  in  Washington  State — $1,675 — 
as  it  costs  to  resettle  a  refugee  in  Texas — $192,  and  6.3  times 
as  much  to  resettle  one  in  California — $1,233. 
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State 


Cash  and  Medical 
Assistance  (FY  81) 
( in  millions ) 


Refugees 
Resettled 


Cost  per 
Refugee 
Resettled 


California 
Illinois 
Pennsylvania 
Texas 

Washington 

Subtotal — 5  States 
All  Other  States 


$218.3 
18.0 
12.6 
8.8 
39.9 

$297.6 
184.1 


177,005 
19,153 
19,980 
45,812 
23,826 

285,776 
228,839 


$1,233 
940 
631 
192 
1,675 

$1,041 
804 


Total 


$481.7 


514,615 
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Obviously,  the  costs  of  the  refugee  assistance  programs  would 
have  been  substantially  less  if  refugees  had  been  resettled  on  a 
more  equitable  basis.     For  the  most  part,  however,  VOLAG's  let  the 
refugees  select  the  State  in  which  he  or  she  wishes  to  live.  This 
practice,  coupled  with  the  permissiveness  of  regulations  which 
permit  refugees  to  move  freely  from  one  State  to  another,  have 
added  significantly  to  the  costs  of  these  programs. 

E.     Social  Service  Programs 

Social  service  costs  for  FY  1981  are  estimated  to  be  about 
$94  million.     Social  service  costs,  like  cash  assistance  and 
medical  costs,  are  paid  to  the  States  by  ORR.     The  intent  of 
social  services  is  to  help  the  refugee  become  economically  self- 
sufficient  in  as  short  a  time  as  possible  by  making  available 
certain  programs  and  services.     Unlike  cash  and  medical  assis- 
tance, there  are  no  time  limitations  associated  with  these 
services.     Social  service  programs  generally  include  language 
training,  vocational  or  skills  training,   job  counseling,  employ- 
ment services,  social  adjustment  services,  etc.     In  addition  to 
these  services,  ORR  has  funded  a  number  of  related  projects 
through  competitive  grants. 

California  officials,   for  example,  have  stated  that  insuffi- 
cient Federal  funding  of  support  service  costs  continues  to  be  a 
major  problem  besetting  the  Refugee  Resettlement  Program  and 
that  they  will  fall  short  of  their  goal  of  providing  adequate 
resettlement  services  to  all  needy  refugees. 

The  major  problem  with  regard  to  social  services  is  that  no 
one  knows  what  is  "adequate." 

For  several  years,  there  has  been  a  continuing  and  unresolved 
debate  over  the  proper  levels  and  types  of  services  that  should 
be  made  available  to  refugees.     At  the  county,  State,  and  Federal 
levels,   there  is  general  agreement  that  effective  measures  are 
needed  to  identify  those  social  service  programs  that  contribute 
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the  most  (at  least  cost  and  in  the  shortest  period  of  time) 
toward  making  the  refugee  self-sufficient.     To  date,  however , 
such  measures  have  not  been  developed. 

Although  social  services  appear  to  be  needed,  heavy  reliance 
on  such  services  to  prepare  refugees  for  employment  may  not  be 
warranted,  because  the  effectiveness  of  the  social  services  must 
be  weighed  against  the  attractiveness  of  welfare.     In  other 
words,  the  social  service  programs  could  be  highly  effective  and 
the  refugee  may  be  job-ready,  but  he  simply  prefers  welfare  and 
not  working  compared  to  employment.     Employment  must  be  more 
attractive  than  welfare  or  the  most  effective  programs  imaginable 
will  not  produce  the  desired  results. 

F.     Voluntary  Agencies  (VOLAG)  Refugee 
Placement  Policies  and  Practices 
Have  Caused  Major  Problems 

A  key  factor  leading  to  successful  resettlement  of  refugees 
is  to  ensure  that  the  refugees  are  placed  into  receptive  communi- 
ties which  are  able  to  absorb  them.     Overloading  any  given  locality 
with  a  substantially  disproportionate  number  of  refugees,  or 
placing  them  where  jobs,  housing,  transportation,  or  other  reset- 
tlement services  are  insufficient,  would  be  self-defeating  and  a 
waste  of  critical  Federal  funding. 

Past  and  current  placement  policies  and  practices  of  the  11 
major  VOLAG's  are  primarily  responsible  for  the  heavily  impacted 
areas  existing  today.     VOLAG's,  under  the  guise  of  family 
reunification,  are  placing  about  80  percent  of  all  refugees  into 
refugee  communities  that  have  formed  since  1975,   the  first  year 
of  Indochinese  admissions.     These  policies  and  practices,  coupled 
with  large  secondary  migrations  of  refugees  from  places  of  initial 
resettlement,  has  resulted,  and  will  continue  to  result,   in  an 
ever-increasing  concentration  of  refugees  in  a  relatively  small 
number  of  States  and  communities  within  these  States. 

As  of  July  31,   1981,  over  70  percent  of  all  refugees  were  residing 
in  10  States,  and  60  percent  of  all  refugees  were  residing  in  40 
counties.     These  heavy  concentrations  have  strained  local  resources 
such  as  schools,  jobs,  housing,  health,  and  other  community  services 
to,  and  frequently  beyond,   their  limit.     Furthermore,  competition 
for  those  scarce  local  resources  between  the  refugees  and  the  native 
indigenous  population  has  led  to  increased  community  tensions  and 
increased  dependence  by  refugees  on  public  assistance. 

Three  major  factors  have  caused  this:     (a)  VOLAG's  are  reuniting 
refugees  not  only  with  close  relatives  but  also  with  distant 
relatives  or  friends  under  the  guise  of  "family  reunification;" 
(b)  VOLAG's  have  a  tendency  to  place  refugees,  even  those  without 
close  friends  or  relatives,  into  areas  where  they,   the  VOLAG's, 
have  the  appropriate  organization  and  staffing  already  in  place; 
and  (c)  VOLAG's  are  using  other  refugees,   including  refugees  on 
cash  assistance,  as  sponsors. 
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Voluntary  agencies  estimate  that  some  70-80  percent  of  the 
refugees  currently  arriving  in  the  United  States  are  "predestined" 
to  a  particular  location  on  the  basis  of  family  reunification. 
While  family  reunification  is  a  commendable  goal,   loose  interpre- 
tation by  the  VOLAG's  of  what  constitutes  a  "family"  has  resulted 
in  unusually  large  numbers  of  refugees  being  placed  into  areas 
already  heavily  impacted  by  refugees. 

The  VOLAG  estimates  of  70-80  percent  appear  much  too  high. 
Some  recent  studies  indicate  that  the  percentage  of  refugees 
entering  the  United  States  with  close  family  ties  would  be  about 
12-19  percent.     It  should  be  noted,  however,  that  even  the  liberal 
interpretation  used  by  the  VOLAG's  is  not  preventing  secondary 
migration.     Further,  VOLAG's  in  San  Francisco,  Los  Angeles,  and 
Sacramento  were  accepting  "open  cases"   (refugees  with  no  known 
friends  or  relatives)   for  resettlement  in  these  already  heavily 
impacted  areas. 

1 .  Organization  and  Staffing  of  VOLAG'S 
Influence  Refugee  Placements 

A  major  factor  which  happens  to  influence  the  placement 
of  refugees  in  a  particular  location  is  the  existence  of  local 
VOLAG  affiliates  with  appropriate  staffing  to  handle  refugee 
resettlement.     Several  VOLAG  officials  stated  that  this  was, 
indeed,  the  case. 

Another  related  factor  that  may  be  influencing  the 
placement  practices  of  the  VOLAG's  is  the  fact  that  many  VOLAG's 
receive  service  contracts  from  State  governments,  costing  many 
thousands  of  dollars.     The  VOLAG's  perform  as  service  providers 
in  many  States,  offering  English  language  training,  employment 
services,  health  services,  etc.     Some  of  these  contracts  amount 
to  several  hundred  thousand  dollars  annually.     Since  the  VOLAG's 
are  responsible  for  refugee  placements,  the  situation  presents  a 
potential  conflict  of  interest. 

2 .  Refugee  Sponsors 

Historically,  refugee  sponsors  have  consisted  largely  of 
church  members  or  congregations  willing  to  contribute  financial 
assistance  and  other  services  to  refugees  to  help  make  them  self- 
sufficient  in  as  short  a  period  of  time  as  possible.  Sponsors 
were  also  needed  to  provide  incoming  refugees  with  information 
and  advice  about  numerous  aspects  of  American  life.  The 
congregational  type  of  sponsor,  however,  has  largely  "dried  up," 
due  to  the  increased  numbers  of  refugee  arrivals,  some  bad 
experiences  with  refugees,  and  various  other  reasons.     As  a 
result,  more  and  more  refugees  are  being  sponsored  by  other 
refugees,   including  refugees  on  cash  assistance. 

It  is  highly  unlikely  that  refugees  on  welfare  could 
provide  any  significant  financial  assistance  to  other  refugees 
nor  are  they  in  a  position  to  provide  information  and  advice  to 
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others  about  aspects  of  American  life.     If  adequate  numbers  of 
qualified  sponsors  cannot  be  located,  such  information  should  be 
recognized  by  Federal  officials  responsible  for  refugee  resettle- 
ments, and  alternative  methods  should  be  found  to  meet  the  needs 
of  these  refugees.     These  officials  should  not  assume  that  the 
vast  majority  of  refugees  have  sponsors  who  can  fulfill  their 
obligations. 

3 .     Secondary  Migration 

Secondary  migration  of  Indochinese  refugees  is  a  major 
problem,  especially  for  the  State  of  California.  Indochinese 
refugees  are  continuing  to  impact  a  few  selected  counties,  not 
only  because  of  the  placement  practices  of  the  VOLAG's,  but  also 
because  of  secondary  migration;  i.e.,  refugees  move  from  their 
initial  placement  sites  to  other  locations  they  feel  are  more 
desirable.     ORR  estimates  that  California  has  received  about 
37,000  Indochinese  refugees  from  other  States.     However,  secondary 
migrants,  once  settled  in  California,  are  instrumental  in  attracting 
more  refugees  to  California  from  overseas  camps  or  from  other 
States. 

Resettlement  officials  from  Texas,  Oklahoma,  New  Mexico, 
and  Louisiana,  generally  agreed  that  the  primary  reason  for 
secondary  migration  is  the  high  level  of  benefits  available  to 
refugees  in  States  like  California  and  Washington. 
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I.  INTRODUCTION 


A.  Directive 

By  directive  dated  July  1,   1981,   the  Committee  requested  that 
a  review  be  made  of  the  refugee  assistance  programs  administered 
by  the  Office  of  Refugee  Resettlement  (ORR) ,  Department  of  Health 
and  Human  Services  ( DHHS ) . 

B .  Scope  of  Inquiry 

Interviewed  were  headquarters  officials  of  the  U.S.  Coordinator's 
Office,  Department  of  State;  the  Director,  and  other  officials,  of 
the  Office  of  Refugee  Resettlement,  Department  of  Health  and  Human 
Services;  officials  of  the  American  Council  of  Voluntary  Agencies 
(ACVA);  and  General  Accounting  Office   (GAO)  representatives  who 
are  currently  performing  a  related  study. 

The  review  included  an  examination  of  pertinent  planning  and 
program  documents,   legislation  dealing  with  refugees,  reports  and 
studies  related  to  the  refugee  resettlement  programs,  and  Congres- 
sional hearings  on  refugee-related  matters. 

Due  to  time  limitations,  the  review  was  directed  primarily 
toward  Indochinese  refugees,  who  represent  about  86  percent  of  all 
refugees.     For  the  same  reason,  efforts  were  concentrated  on  the 
two  States  with  the  highest  Indochinese  refugee  population;  i.e., 
California,  with  about  177,000  refugees,  and  Texas,  with  about 
46,000  refugees.     Together,  these  two  States  represent  about  43 
percent  of  all  Indochinese  who  have  been  resettled  in  the  United 
States. 

Site  visits  were  made  to  the  following  locations: 

Office  of  Refugee  Resettlement,  San  Francisco,  California 
Department  of  Social  Services,  Sacramento,  California 
County  Welfare  Department,  San  Francisco,  California 
County  Welfare  Department,  Stockton,  California 
County  Welfare  Department,  Los  Angeles,  California 
County  Welfare  Department,  Orange  County,  California 
County  Welfare  Department,  San  Diego,  California 
Employment  Development  Division,  Stockton,  California 
Office  of  Refugee  Resettlement,  Dallas,  Texas 
Department  of  Human  Resources,  Austin,  Texas 
Department  of  Human  Resources,  Dallas,  Texas 
Department  of  Human  Resources,  Houston,  Texas 

In  California  and  Texas,  numerous  meetings  were  held 
with  voluntary  resettlement  agencies  and  service  providers 
as  well  as  with  the  State  Coordinators  for  Refugee  Resettlement. 
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C.  Background 

Since  the  fall  of  the  governments  of  Laos,  Cambodia,  and 
Vietnam  in  1975,  some  1.4  million  Indochinese  have  fled  Communist 
regimes  to  seek  asylum  in  neighboring  countries  or  elsewhere.  The 
refugee  flow  increased  rapidly  in  late  1978  and  early  1979,  primar- 
ily because  of  warfare  in  Cambodia,  and  Vietnamese  persecution 
and  expulsion  of  ethnic  Chinese. 

Of  the  almost  1.4  million  who  have  fled  Indochina,  over  three- 
quarters  have  been  resettled.     The  United  States  has  admitted  over 
500,000  Indochinese  refugees;  other  Western  countries  have  resettled 
almost  300,000  (including  70,000  in  France,  70,000  in  Canada,  and 
45,000  in  Australia);  and  265,000  Vietnamese,  mainly  of  Chinese 
ethnic  origin,  have  been  resettled  in  China. 

The  refugee  camp  population  in  Southeast  Asia  now  totals 
approximately  225,000,  plus  about  95,000  Khmer  now  living  in 
"holding  centers"  in  Thailand.     In  addition,  there  are  estimated 
to  be  over  150,000  Khmer  in  encampments  along  the  Thai-Cambodia 
border.     Refugee  flows  are  down  from  their  high  levels  in  1979, 
but  Vietnamese  boat  arrivals  in  countries  of  first  asylum  for 
the  first  half  of  1981  are  up  from  the  comparable  period  last 
year. 

As  in  fiscal  year  (FY)   1980,  after  consultation  with  the  Con- 
gress,  the  Administration  adopted  plans  to  admit  up  to  14,000 
Indochinese  refugees  monthly  in  FY  1981.     Priority  is  given  to 
those  with  close  family  members  already  in  the  United  States, 
former  U.S.  Government  employees,  and  to  those  closely  associated 
with  the  United  States.     However,   increasingly,  refugees  who  do 
not  have  these  connections  with  the  United  States  are  included  in 
the  U.S.  resettlement  program  for  humanitarian  reasons  when  they 
are  not  resettled  in  other  countries. 

Prior  to  1980,   the  refugee  resettlement  program  was  operated 
on  an  ad  hoc  basis,  with  little  planning,  coordination,  or 
direction  of  effort.     The  large  influx  of  Indochinese  in  1979 
demonstrated  a  need  for  a  more  uniform  basis  for  providing 
assistance  to  refugees.     The  Refugee  Act  of  1980  was  enacted 
to  provide  a  permanent  and  systematic  procedure  for  the  admission 
and  resettlement  of  refugees  to  this  country. 

D.  Refugee  Act  of  1980 

The  Refugee  Act  of  1980,  signed  into  law  on  March  17,  1980, 
revised  the  procedures  for  the  admission  of  refugees  and  established 
a  more  uniform  basis  for  the  provision  of  assistance  to  refugees. 

Among  other  things,   the  Refugee  Act  of  1980: 

—     Redefined  the  term  "refugee." 
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Established  procedures  for  the  President  to  determine  (in 
consultation  with  the  Congress)  the  number  of  refugees  to 
be  admitted  each  year  to  the  United  States. 

Established  a  State  plan  mechanism  for  administering 
refugee  assistance  and  provided  for  the  appointment  of 
a  State  Coordinator  in  each  State  participating  in  the 
refugee  program. 

—  Established  the  Office  of  the  United  States  Coordinator 

for  Refugee  Affairs  to  coordinate  domestic  and  international 
refugee  admission  and  resettlement  programs. 

Created  the  Office  of  Refugee  Resettlement  within  the 
Department  of  Health  and  Human  Services  to  administer 
refugee  assistance  programs. 

The  Refugee  Act  of  1980  states  that  the  Director  of  ORR  shall, 
to  the  extent  of  available  appropriations: 

—  Make  available  employment  training  and  placement  in  order 
to  achieve  economic  self-sufficiency  among  refugees  as 
quickly  as  possible; 

—  Provide  refugees  with  the  opportunity  to  acquire  sufficient 
English  language  training  to  enable  them  to  become  effec- 
tively resettled  as  quickly  as  possible; 

—  Insure  that  cash  assistance  is  made  available  to  refugees 
in  such  a  manner  as  not  to  discourage  their  economic  self- 
sufficiency;  and 

—  Insure  that  women  have  the  same  opportunities  as  men  to 
participate  in  training  and  instruction. 

The  act  further  directs  ORR  to  fund  a  comprehensive  array  of 
transitional  service  programs  to  assure  effective  resettlement. 

E.     Refugee  Assistance  Programs 

ORR-funded  refugee  assistance  and  services  take  several  forms — 
cash  assistance,  medical  assistance,  State  supplementary  payments 
for  recipients  of  supplemental  security  income  (SSI),  social 
services,  education,  health  screening,  etc.     In  addition,  ORR 
reimburses  States  for  administrative  costs  associated  with  the 
refugee  assistance  programs.     Other  Federal,  State,  and  county 
agencies  also  provide  assistance  or  services  to  refugees. 
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II.      INEFFECTIVE  MANAGEMENT,   DIRECTION,   AND  ADMIN- 
ISTRATION OF  THE  REFUGEE  ASSISTANCE  PROGRAMS 


The  Refugee  Resettlement  Programs  have  a  seemingly  endless 
number  of  problems  that  are  not  being  seriously  addressed  by  program 
managers.     Many  of  the  problems  have  existed  since  the  inception 
of  the  programs  and  continue  to  surface  year  after  year  because 
management  actions  needed  to  correct  them  are  not  forthcoming. 

The  patchwork  system  that  characterized  the  refugee  resettle- 
ment program  before  the  passage  of  the  Refugee  Act  of  1980 
basically  still  exists  today.     A  program  of  this  magnitude  (217,000 
refugees  per  year),  its  burgeoning  cost  (from  all  sources- — about 
$2.1  billion  during  FY  1981 — up  from  $1.7  billion  in  FY  1980), 
and  its  use  of  a  wide  array  of  public  and  private  organizations, 
requires  coherent  policy  and  guidance,  sound  leadership  and 
effective  management  to  ensure  that  the  stated  goals  and  tasks 
are  accomplished.     Although  the  management  structure  needed  to 
operate  a  cost-effective  and  viable  domestic  resettlement  program 
was  created  by  the  act,   it  has  not,  to  date,  yielded  the  desired 
results . 

The  management  structure  established  by  the  act  consists  of 
three  key  elements.     First,   it  provided  for  the  appointment  of  a 
United  States  Coordinator  for  Refugee  Affairs  to  provide  policy, 
leadership,  coordination,  and  oversight.     Second,   it  established 
the  Office  of  Refugee  Resettlement,  within  the  Department  of 
Health  and  Human  Services,   to  finance  and  manage  the  resettlement 
programs  of  the  Federal  Government.     The  third  element  is  the 
involvement  of  private,  nonprofit,  voluntary  organizations; 
State  and  local  governments;  and  Departments  of  State,  Education, 
and  Labor;  all  of  which  may  provide  services  to  refugees  after 
they  leave  the  countries  of  first  asylum. 

The  absence  of  a  U.S.  Coordinator  during  critical  periods  and 
lengthy  delays  in  filling  this  position  have  contributed  to 
management's  problems.     Also,  some  U.S.  Coordinators  served  for 
relatively  short  periods.     This  situation  was  further  exacerbated 
by  ORR's  lack  of  progress  in  establishing  an  effective  management 
system. 

States  and  local  governments  have  not  been  able  to  (a)  capi- 
talize on  the  strengths  of  successful  community  service  programs, 
(b)  refine  their  service  delivery  strategies,  or   (c)  strengthen 
the  public/private  partnership  that  serves  refugees  because  of  the 
absence  of  a  productive  management  structure. 

A.     Leadership  and  Policy  Guidance  Are 

Not  Being  Provided  by  the  Coordinator 

In  November  1979,  an  attempt  was  made  to  identify  the  major 
problem  areas  and  to  assign  responsibility  to  one  or  more  Federal 
agencies  for  taking  whatever  action  was  deemed  necessary  to  resolve 
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them.     Most  of  the  major  problem  areas  identified  by  the  work 
groups  set  up  by  the  Acting  U.S.  Coordinator  and  the  Under  Secretary 
of  Health,  Education,  and  Welfare  (HEW)  started  surfacing  around 
June  1979.     Although  the  Coordinator's  Office  was  given  the 
authority  and  responsibility  to  deal  with  resettlement  problems 
through  a  Presidential  directive  and  later  through  the  Refugee  Act 
of  1980,  its  ability  to  discharge  those  responsibilities  has  been 
frustrated  by  a  number  of  events/conditions. 

As  a  result  of  the  Administration's  lack  of  commitment  to  the 
Indochinese  Refugee  Assistance  Program,  the  activities  of  the 
Coordinator's  Office  since  February  1979  have  \been  restricted 
mostly  to  establishing  task  forces  to  study  or  analyze  an  issue, 
participating  in  and  coordinating  meetings  with  other  organiza- 
tions involved  with  resettlement,  or  contracting  with  private 
sources  to  study  a  problem. 

1 .  Vacancy  in  U.S.  Coordinator  Position 

A  void  in  leadership  has  existed  during  most  of  1981. 
During  the  period  January  1981  through  October  1981,  no  one 
served  in  that  position.     On  October  29,  1981,  the  President 
announced  his  intention  to  nominate  a  U.S.  Coordinator. 

The  failure  of  the  Administration  to  quickly  fill  the 
U.S.  Coordinator's  position  when  it  became  vacant  left  the 
domestic  resettlement  program  without  the  leadership  it  so 
desperately  needed.     In  fact,  most  of  the  time  since  the  Refugee 
Act  of  1980  was  enacted,  there  has  been  no  official — other  than 
the  President — who  could  be  held  accountable  for  the  formulation 
of  a  national  policy  and  plan.     The  States  and  local  governments, 
as  well  as  voluntary  resettlement  agencies,  have  repeatedly 
stated  that  the  refugee  program  has  been  severely  hampered  by 
the  absence  of  a  national  plan  which  clearly  states  this  country's 
policy  and  the  direction  this  Administration  plans  to  take  in 
resettlements. 

2.  Inadequate  Staffing 

Although  the  Coordinator's  Office  is  supposed  to  be  the 
focal  point  for  the  resettlement  of  refugees,  the  Administration 
has  not  met  the  U.S.  Coordinator's  staffing  requests.     For  example, 
the  office  had  an  authorized  strength  of  20'  in  September  1981,  but 
there  were  only  9  individuals  on  board,   including  3  secretaries. 
Only  two  of  the  professionals  assigned  to  the  Coordinator's  Office 
actually  work  on  domestic  resettlement  matters.     These  staffing 
problems  have  been  exacerbated  by  the  fact  that  some  of  the  assigned 
staff  have  had  to  split  their  time  between  the  Department  of  State 
and  the  Coordinator's  Office.     Since  they  are  on  the  Department  of 
State's  payroll  and  within  its  personnel  system,  they  can  not 
logically  restrict  their  activities  to  those  of  the  Coordinator's 
Office. 
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3.  Cuban-Haitian  Crisis  Diverted 
Management  Attention 

The  Cuban-Haitian  crisis  which  commenced  in  April  1980 
seriously  depleted  the  meager  resources  of  the  Coordinator's 
Office.     Also,  it  diverted  their  attention  from  the  numerous 
problems  which  were  associated  with  the  resettlement  of  Indo- 
Chinese  refugees.     For  example,  5  of  10  professionals  assigned  to 
the  Coordinator's  Office  were  given  the  responsibility  of  working 
periodically  with  the  Cuban-Haitian  task  force.     In  one  instance, 
a  key  staff  member  of  the  Coordinator's  Office  was  sent  to  Florida 
and  remained  there  for  a  period  of  60  days. 

4 .  Need  for  Promulgation  of  Program  Policy 
and  Development  of  National  Plan 

An  analysis  of  the  actions  taken  and  completed  shows  that 
much  remains  to  be  done  if  the  U.S.  Coordinator  is  to  fulfill 
the  responsibilities  of  his  office;  i.e.,  ensuring  that  there 
is  a  more  equitable  geographic  distribution  of  new  arrivals; 
developing  an  overall  budget  strategy  for  refugee  programs;  and 
providing  a  mechanism  which  would  enable  State  and  local  govern- 
ments to  play  an  active  role  in  the  decisionmaking  process 
involving  the  geographic  distribution  of  refugees.     The  absence 
of  a  coherent  policy  and  plan  for  refugee  resettlement  has  delayed 
implementation  of  a  cost-effective  and  viable  domestic  resettlement 
program.     Promulgation  of  program  policy  and  development  of  a 
national  plan  could  do  much  to  remove  the  uncertainty  that  now 
exists  about  the  Federal  Government's  policies  and  intentions  with 
respect  to  the  resettlement  of  refugees.     Such  a  plan  should: 

Define  the  roles  and  responsibilities  of  the  public/ 
private  voluntary  resettlement  agencies  and  States. 

—  Clarify  basic  resettlement  terms  such  as  family 
reunification,  impacted  area,  resettlement,  and 
self-sufficiency. 

—  Specify  when  and  what  type  of  social  services  should 
be  provided  to  refugees. 

—  Set  forth  an  overall  national  refugee  policy  on  the 
placement  of  refugees. 

It  should  also  provide  a  basis  for  the  coordination  of  the  various 
agencies  involved  with  refugees  and  clarify  the  nature  of  the  long- 
term  commitment  of  the  United  States  on  the  admission  and  absorption 
of  refugees. 

B.     Lack  of  Management  Direction 
and  Guidance  Within  DHHS 

It  is  virtually  impossible  to  operate  a  cost-effective  and 
viable  refugee  resettlement  program  if  the  organization  responsible 
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for  managing  it  does  not  provide  the  timely  direction  and  guidance 
needed  to  implement  the  program  or  use  a  wide  range  of  management 
tools  to  assist  its  managers  in  the  planning,  budgeting,  and 
monitoring  processes.     Management  of  the  Indochinese  Refugee 
Assistance  Program  has  been  characterized  as  being  primarily 
reactive  due  to  a  number  of  factors.     For  example,  until  there 
was  some  permanence  established  to  the  refugee  program  in  March 
1980,  organizational  responsibility  for  management  was  being 
shifted  from  place  to  place  within  the  HEW  (DHHS)  structure.  It 
was  recognized  early  in  1980  that  steps  had  to  be  taken  to  build 
the  appropriate  management  capability  to  address  the  problems 
which  had  started  surfacing  in  1979. 

The  Refugee  Act  of  1980,  which  became  effective  on  March  17, 
1980,  provided  for  a  permanent  and  systematic  procedure  for  the 
admission  of  refugees  and  comprehensive  and  uniform  provisions 
for  effective  resettlement  of  those  refugees  who  are  admitted. 
Also,   it  statutorily  created  an  office  within  DHHS  to  manage, 
budget,  and  allocate  funds  for  the  Federal  Government's  domestic 
refugee  assistance  programs. 

The  act  gives  the  Director  of  ORR  responsibility  for  estab- 
lishing a  management  system  which  incorporates  programmatic  and 
fiscal  controls,  evaluations  of  performance  and  effectiveness,  and 
a  data  collection  system.     Included  was  the  responsibility  for 
publishing  program  guidance  setting  forth  the  standards,  goals, 
and  priorities  developed  to  assure  effective  resettlement  and 
efficient  provision  of  services.     The  performance  of  these  func- 
tions was  to  be  done  in  consultation  with,  and  under  the  general 
policy  guidance  of,  the  U.S.  Coordinator. 

1 .     Absence  of  Mechanism  to  Adequately 
Evaluate  Program  Effectiveness 

After  6  years  of  experience  with  the  resettlement  of 
Indochinese  refugees,  no  one  in  the  Federal  Government  can  say 
conclusively  that  social  services  such  as  English-as-a  second 
language   (ESL)  and  vocational  training  have  actually  accelerated 
the  adaptation  of  refugees  or  enabled  them  to  achieve  economic 
self-sufficiency .     Nor  is  it  known  which  of  the  various  ESL 
approaches  used  by  public/private  practitioners  works  best  or  is 
the  most  cost-effective. 

This  problem  can  be  attributed,  for  the  most  part,  to  the 
continued  absence  of  a  reliable  data  base  and  a  mechanism  to 
adequately  evaluate  program  effectiveness.     Without  reliable, 
uniform,  and  useful  data,   it  is  almost  impossible  to  determine 
how  a  particular  service  is  more  beneficial  than  another  or 
whether  the  service  makes  a  difference  at  all.     Success  indicators 
are  also  an  essential  management  tool  in  evaluating  how  effective 
a  social  service  program  has  been  in  helping  the  refugees  adapt 
to  American  life  or  to  become  self-sufficient  (i.e.,  no  longer 
dependent  on  cash  assistance). 
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During  1981,  ORR  officials  met  with  refugee  resettlement 
officials  from  five  of  the  most  heavily  impacted  regions  (each 
region  contains  several  States),  and  similar  needs  were  expressed 
at  each  meeting.     State  participants  uniformly  stressed  the  need 
for:     accountability  for  services  through  monitoring  and  evalua- 
tion; measures  of  effectiveness;  and  better  data  collection  at 
the  national  and  local  levels.     Aside  from  disbursing  funds, 
however,  little  has  been  accomplished  by  ORR  in  establishing  and 
using  the  management  tools  needed  to  assure  that  the  resettlement 
programs  are  cost-effective  and  equitable.     The  absence  of  these 
management  tools  could  result  in  the  funding  of  some  social 
service  programs  that  are  not  responsive  to  the  needs  of  the 
refugees . 

During  periods  of  dwindling  resources,  it  is  essential 
that  gaps  and  overlaps  in  program  services  be  eliminated  and 
that  the  programs  be  streamlined  to  ensure  that  the  programs  are 
cost-effective  and  of  benefit  to  the  recipients.     Therefore,  the 
efficient  management  of  the  refugee  resettlement  effort  can 
best  be  served  by  frequent  and  complete  evaluations  of  the  social 
service  programs. 

2 .     Criticism  Leveled  by  State  and  Local 
Governments  Over  Deficiencies  m 
Program  Direction  and  Guidance 

Extensive  criticism  has  been  voiced  by  States,  localities, 
and  voluntary  resettlement  agencies  involved  in  the  resettlement 
of  refugees.     There  is  a  general  feeling  of  frustration  and 
resentment  because  ORR  has  not  provided  any  comprehensive  set  of 
regulations  to  direct  or  guide  them  in  planning  and  in  fulfilling 
the  basic  requirements  of  the  act.     Officials  of  these  State  and 
local  government  entities  opined  that  their  ability  to  do  an 
effective  and  efficient  job  has  been  affected  by  ORR's  inability 
to  formulate  and  issue  the  necessary  program  guidance. 

Since  States  will  be  required  to  pay  part  of  the  costs 
(about  45  percent)  of  assisting  time-expired  refugees  who  are 
not  self-supporting,   it  is  in  their  best  interest  to  ensure  that 
the  resettlement  program  is  effectively  administered.  Therefore, 
to  minimize  the  administrative  costs  and  maximize  the  assistance 
provided  to  refugees,   the  State  of  California  suggested  that  the 
agencies  involved  in  the  day-to-day  administration  of  the  program 
be  allowed  to  provide  input  in  developing  regulations.  Resettle- 
ment practitioners  and  community  leaders  participating  in  a 
series  of  regional  meetings  during  the  winter  months  of  1980-81 
stressed  the  need  for  clearly  defined  program  goals  to  assist 
them  in  developing  service  priorities  and  improving  the  manage- 
ment of  social  service  programs.     They  also  saw  a  need  for  close 
cooperation  between  the  various  groups  involved  in  resettlement 
and  ORR  in  the  development  of  regulations,  guidelines,  standards, 
etc. 
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Because  of  the  absence  of  clear  guidance  on  the  use  of 
social  service  funds  and  the  State  of  California's  belief  that  it 
should  bear  little,   if  any,  of  the  cost  of  assisting  refugees, 
this  State  enacted  legislation  which  could  increase  the  Federal 
Government's  cash  assistance  outlay  during  the  coming  fiscal 
year(s).     The  State's  Budget  Act  for  State  Fiscal  Year  1981/82 
specifies  that  in  providing  employment  services,   training,  and 
English-as-a-second-language ,   first  priority  would  be  given  to 
employable  time-expired  adult  refugees  who  continue  to  receive 
cash  assistance.     Second  priority  for  such  services  shall  be  given 
to  employable  adult  refugees  who  recently  arrived  in  the  United 
States . 

The  act  authorizes  funds  for  supportive  and  social 
services  such  as  ESL  and  job  training.     It  also  authorizes  full 
reimbursement  to  States  for  cash  and  medical  costs  incurred  on 
behalf  of  refugees  who  have  been  in  the  United  States  for  less 
than  3  years.     The  act  does  not  specify  that  social  service  funds 
will  be  limited  to  financing  services  for  refugees  who  have  been 
in  the  country  for  less  than  3  years.     It  does  state,  however, 
that  social  services  should  be  provided  in  such  a  manner  as 
to  achieve  economic  self-sufficiency  among  refugees  as  quickly  as 
possible . 

California's  approach  of  emphasizing  the  provision  of 
social  services  to  time-expired  refugees  and  new  arrivals  has 
several  drawbacks.     The  major  drawback  to  the  Federal  Government 
would  be  that  its  outlay  for  cash  assistance  could  be  unnecessarily 
prolonged.     Refugees  who  have  been  in  this  country  between  6 
months  and  36  months  and  are  still  receiving  cash  assistance  would 
have  the  lowest  priority  for  receiving  the  services  designed  to 
help  them  achieve  economic  self-sufficiency. 

Officials  in  Orange  County,  California,   indicated  that 
refugees  still  receiving  cash  assistance  after  36  months  may  not  be 
capable  of  achieving  self-sufficiency,  and  that  it  may  be  a  waste 
of  scarce  funds  to  concentrate  on  these  individuals.     They  also 
thought  that  implementing  the  State  Budget  Act  may  perpetuate 
California's  problem  of  having  to  pay  part  of  the  cost  of  providing 
cash  assistance  to  time-expired  refugees. 

The  Office  of  Management  and  Budget  (OMB)   specified  in  a 
memorandum  how  a  portion  of  the  FY  1981  social  service  funds  were 
to  be  used.     On  August  14,  1981,  OMB  directed  that  at  least  75 
percent  of  the  deferred  social  service  funds  should  be  used  to 
finance  services  to  refugees  who  had  been  in  this  country  for 
less  than  36  months.     OMB  did  not,  however,  take  a  position  on 
how  social  service  funds  appropriated  for  FY  1982  and  beyond 
should  be  used.     The  Investigative  Staff  believes  that  California's 
approach  to  the  provision  of  social  services  to  refugees  is  in 
conflict  with  the  provisions  of  the  Refugee  Act  of  1980. 
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3 .     Too  Frequent  Organizational 
Realignments  and  Consequences 


In  addition  to  the  absence  of  general  policy  guidance  from 
the  U.S.  Coordinator,   the  lack  of  management  action  on  the  problems 
discussed  in  this  section  has  been  complicated  by  the  frequent 
organizational  realignments  of  the  group  which  was  delegated 
responsibility  for  managing  the  domestic  refugee  resettlement 
program. 

Initially,   in  April  1975,  responsibility  for  developing 
policy  and  administrative  procedures  to  assist  refugees  was  given 
to  an  HEW  task  force.     The  HEW  task  force  was  disbanded  in  October 
1976,  and  responsibility  was  passed  to  the  "Special  Programs  Staff" 
within  HEW's  Social  and  Rehabilitation  Service.     In  March  1977, 
the  Special  Programs  Staff  was  transferred  to  the  Social  Security 
Administration's   (SSA's)  Office  of  Family  Assistance. 

Given  the  complex  and  often  controversial  nature  of  the 
program  and  the  fact  that  it  would  not  be  phased  out  as  originally 
planned,   the  Special  Programs  Staff  started  reporting  to  the  Under 
Secretary  of  DHHS  in  October  1979.     In  June  1980,  the  refugee 
program  was  formally  moved  to  the  Office  of  the  Secretary,  under 
the  direct  supervision  of  the  Under  Secretary.     With  the  passage 
of  the  Refugee  Act  of  1980,   the  Office  of  Refugee  Affairs  was 
designated  the  Office  of  Refugee  Resettlement.     The  most  recent 
organizational  realignment  took  place  in  August  1981  when  ORR 
was  again  transferred  to  SSA.     The  ORR  Director  now  reports 
directly  to  the  SSA  Commissioner  instead  of  the  Under  Secretary 
of  DHHS. 

Management  Problems  Related  to  Erratic 
Funding  of  Social  Service  Programs 

Social  service  programs  are  provided  to  refugees  for  the  pur- 
pose of  helping  them  become  "mains treamed"  into  American  Society 
and  self-sufficient  as  quickly  as  possible.     The  services  provided 
by  these  programs  are  being  disrupted,  reduced,  and,  in  some 
cases,  curtailed  at  a  time  when  there  is  an  increasing  number  of 
refugees  receiving  cash  and  medical  assistance.     Delayed  appor- 
tionments by  ORR  during  the  past  couple  of  fiscal  years  has  forced 
some  States  to  incur  unnecessary  administrative  costs  and  delay 
benefits  to  eligible  refugees.     ORR's  inability  to  demonstrate 
the  effectiveness  of  social  service  programs  in  expediting  the 
refugees'   attainment  of  self-sufficiency  is  considered  to  be  a 
major  factor  in  the  cutback  of  social  services  in  the  FY  1983 
budget.     Another  reason  for  the  funding  cuts  which  led  to  the 
curtailment  and  disruption  of  social  services  was  the  Administra- 
tion's desire  to  keep  the  cost  of  the  refugee  program  down. 

Reduced  funding  during  periods  of  rising  dependency  on  welfare 
has  resulted  in  the  denial  or  delay  of  social  services  (language 
training  and  employment-related  services)   to  some  refugees, 
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especially  those  in  impacted  areas.  The  uncertainty  of  when  and 

whether  funds  will  be  made  available  makes  systematic  planning  for 

the  future  delivery  of  services  very  difficult  for  the  States  and 
local  governments. 

Several  of  the  States  which  have  received  a  significant  number 
of  refugees  have  expressed  concern  about  ORR's  handling  of  its 
quarterly  apportionments  of  funds  to  States,     Documentation  provided 
by  ORR  showed  that  OMB  did  not  make  any  of  its  FY  1981  quarterly 
apportionments  for  cash  and  medical  assistance  until  after  the 
quarter  had  started.     In  fact,   the  fourth  quarter  apportionment 
for  social  services  was  not  made  until  the  last  month  of  the 
quarter. 

State  law  in  California,  Texas,  and  Louisiana  prohibits  the 
expenditure  of  State  funds  for  the  refugee  program  unless  funds 
from  the  Federal  Government  are  on  hand.     Therefore,  when  Federal 
funds  are  not  received  by  the  start  of  the  fiscal  year  or  quarter, 
States  may  be  forced  to  close  down  their  refugee  program  temporarily 
and  reopen  it  again  when  funds  become  available.     The  temporary 
closing  not  only  delays  benefits  for  eligible  recipients  but  raises 
doubts  about  the  Administration's  commitment  to  refugee  assistance 
programs. 

The  State  of  Oregon  had,  on  several  occasions  in  1981,  prepared 
notices  to  9,000  refugees  informing  them  that  cash  and  medical 
assistance  would  be  withheld.     Although  the  mailing  of  these 
notices  was  averted  by  the  last-minute  receipt  of  funds,  the  State 
incurred  unnecessary  administrative  costs  of  preparing  and  printing 
these  notices. 

The  late  receipt  of  social  service  funds  prevented  the  State 
of  New  Mexico  from  awarding  its  FY  1981  social  service  contracts 
until  the  eleventh  month  of  the  fiscal  year.     Withholding  funds 
until  late  in  the  fiscal  year  makes  it  difficult  for  the  State  to 
reestablish  projects,  if  terminated,  or  to  attract  new  projects 
in  subsequent  years. 

1 .     Formula  Used  to  Compute  Social 
Services  Budget  Needs  Revision 

The  social  services  budget  has  been  decreasing  since  FY  1980, 
even  though  the  refugee  population  and  the  number  of  refugees 
receiving  cash  assistance  have  increased  over  this  period.  Budget 
authority  for  social  services  in  FY  1980  was  $100.1  million.  It 
decreased  to  $89.7  million  in  FY  1981  and  to  $70.4  million  for 
FY  1982.     According  to  ORR  representatives,   the  budget  for  these 
services  will  be  lowered  again  in  FY  1983  unless  the  formula  for 
estimating  the  amount  of  funds  needed  is  revised. 

ORR's  budget  for  social  services  is  based  on  the  projected 
number  of  refugees  to  be  resettled  in  the  United  States  rather 
than  on  an  estimate  of  the  refugees  needing  social  services.  For 
example,  ORR's  social  service  budget  for  Indochinese  refugees  in 
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FY  1982  was  based  on  the  arrival  of  144,000  individuals.     The  FY 
1981  budget  provided  for  the  arrival  of  168,000  refugees  from 
Indochina.     Although  the  FY  1983  budget  estimate  is  not  firm,  ORR 
is  planning  on  the  arrival  of  only  84,000  Indochinese  refugees. 

Representatives  from  ORR  recognized  that  the  formula  used 
was  understating  the  number  of  refugees  needing  social  services. 
The  formula  does  not  recognize  that  refugees  arriving  in  this 
country  before  FY  1982  are  still  eligible  for  social  services. 
They  indicated  that  an  attempt  was  made  to  revise  the  formula  for 
computing  their  FY  1983  budget,  but  DHHS  did  not  approve  the  change. 
According  to  the  ORR  representatives,  DHHS  rejected  the  change  for 
two  reasons.     The  prime  reason  was  ORR's  inability  to  demonstrate 
that  the  provision  of  social  services  to  refugees  produced  a 
beneficial  result  or  expedited  the  refugees'  attainment  of  self- 
sufficiency.     DHHS ' s  other  reason  was  that  any  significant  increase 
in  the  social  services  budget  would  not  have  been  in  conformance 
with  the  Administration's  efforts  to  reduce  Federal  expenditures. 

2.  The  Withholding  of  Social  Services  Funds 
Raises  Doubts  About  the  Administration's 
Commitment 

The  States'  concern  about  when  and  whether  social  services 
funds  would  be  made  available  in  the  second  half  of  FY  1981  was 
attributable  to  OMB ' s  decision  to  defer  most  of  the  apportionment 
for  these  services.     OMB  was  worried  about  the  projected  deficit 
in  meeting  the  States'  FY  1981  cash,  medical,  and  administrative 
(CMA)  costs.     As  a  result,  it  withheld  the  third-quarter  award 
of  social  services  funds  to  States  so  a  reserve  could  be  created 
to  absorb  the  shortfall  in  CMA  costs. 

Although  some  of  the  social  services  funds  were  released 
in  May  1981,  OMB  decided  to  defer  the  remainder,  plus  hold  back 
on  the  release  of  the  fourth-quarter  apportionment.     These  actions 
brought  the  total  deferral  of  social  services  funds  to  $35  mil- 
lion, roughly  40  percent  of  the  amount  authorized  for  FY  1981. 
OMB  did  eventually  release  $25  million  of  the  social  services 
funds  in  August  1981,  after  ORR  was  able  to  show  that  tne  deficit 
in  CMA  funds  could  be  eliminated.     OMB,  however,  did  not  release 
the  remaining  $10  million  in  FY  1981  social  services  funds  because 
of  the  possibility  of  another  deficit  in  CMA  funds  in  FY  1982. 

Funding  instability  not  only  undermines  the  States'  plan- 
ning process,  but  could  result  in  project  terminations  in  many 
States  if  the  funds  are  withheld  for  any  length  of  time.  Since 
'several  States  are  prevented  from  using  their  funds  for  the 
refugee  program,   social  services  contracts  would  have  to  be 
terminated  when  the  Federal  funds  dry  up  during  the  year.  With- 
holding social  services  funds  to  finance  the  shortfall  in  CMA 
funds  raises  doubt  about  the  Administration's  commitment  of 
adequately  supporting  States  in  their  efforts  to  carry  out  the 
Federal  Government's  refugee  resettlement  program.  Although 
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there  is  no  evidence  to  show  that  the  receipt  of  social  services 
has  enabled  refugees  to  achieve  self-sufficiency  more  rapidly, 
the  absence  of  these  services  will  undoubtedly  force  some  refugees 
to  rely  on  welfare  for  longer  periods  of  time. 
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III.    .  HIGH  COSTS  OF  INDOCHINESE  REFUGEE  ASSISTANCE  PROGRAMS 
AND  INABILITY  TO  MEASURE  THEIR  EFFECTIVENESS 


Costs  of  refugee  services  and  assistance  from  all  sources  for 
FY  1981  are  estimated  to  be  about  $2.1  billion.     This  amount 
includes  services  provided  by  numerous  Federal  agencies.  The 
largest  expenditures  were  made  by  the  (1)  Department  of  Health 
and  Human  Services — about  $779  million  for  the  refugee  assistance 
programs,   (2)  Department  of  State — about  $532  million  for  the 
care  and  maintenance  of  refugees  abroad  and  for  initial  reception 
and  placement  grants,  and  (3)  Department  of  Agriculture — about 
$175  million  for  the  food  stamp  program. 

Since  1975,  the  first  year  that  Indochinese  were  admitted 
to  the  United  States  resettlement  costs  have  increased  dramatically, 
as  more  and  more  refugees  were  resettled  in  the  United  States 
each  year.     There  are  no  available  records  which  indicate  the 
total  costs  of  the  refugee  program  from  1975  to  1981.  Officials 
of  ORR  would  not  even  hazard  a  guess  as  to  the  total  expenditures 
involved  during  this  period. 

The  Office  of  Refugee  Resettlement,  within  the  Department 
of  Health  and  Human  Services,   is  responsible  for  reimbursing 
States  for  costs  incurrred  under  the  refugee  assistance  programs. 
These  programs  consist  of  cash  assistance,  medical  assistance, 
and  social  service  programs.     ORR  also  reimburses  States  for 
increased  administrative  costs  associated  with  these  programs. 

A.     Cash  and  Medical  Assistance 

During  FY  1981,  ORR  reimbursed  the  States  a  total  of  $481.7 
million  for  cash  and  medical  assistance  provided  to  refugees. 
The  high  costs  of  such  assistance  are  directly  related  to  the 
dependency  rates  of  refugees  and  the  cash  assistance  levels 
existing  in  certain  States.     States  with  high  levels  of  cash 
assistance  have  more  difficulty  getting  refugees  to  accept  jobs 
than  do  States  with  low  levels  of  cash  assistance.     A  study 
performed  by  the  National  Association  of  Counties  Research, 
Inc.,  also  noted  that  States  with  comparatively  higher  benefit 
levels  also  had  higher  dependency  rates.     When  these  two  factors 
are  present  within  a  particular  State  and  that  State  has  a  large 
refugee  population,   then  resettlement  costs  within  that  State  are 
disproportionately  high. 

A  look  at  the  per  capita  costs  of  refugees  resettled  in 
selected  States  as  of  July  30,  1981,  revealed  a  wide  variation  in 
resettlement  costs,  ranging  from  $192  per  refugee  in  Texas,  to 
$1,675  per  refugee  in  Washington  State. 
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State 


Cash  and  Medical 
Assistance  (FY  81) 
(in  millions) 
$218.3 


Refugees 
Resettled 


Cost  per 
Refugee 
Resettled 


California 
Illinois 
Pennsylvania 
Texas 

Washington 


18.0 
12.6 
8.8 
39.9 


177,005 
19,153 
19,980 
45,812 
23,826 


$1,233 


1,675 


940 
631 
192 


Totals — 5  States 
All  Other  States 


297.6 
184.1 


285,776 
228,839 


1,041 
804 


Totals 


$481.7 


514,615 
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As  shown  above,   it  is  costing  the  taxpayer  about  8.7  times  as 
much  to  resettle  a  refugee  in  Washington  State  as  it  costs  to 
resettle  a  refugee  in  Texas,  and  6.4  times  as  much  to  resettle 
one  in  California  as  compared  to  Texas. 

Although  Texas  has  the  second  largest  refugee  population, 
less  than  20  percent  of  its  refugee  population  was  receiving  cash 
assistance  in  February  1981,  yet  Texas  ranks  49th  in  terms  of 
Aid  to  Families  with  Dependent  Children  (AFCD)  benefit  levels. 
By  contrast,  California  has  the  largest  refugee  population,  the 
fifth  highest  cash  benefit  level,  but  had  74  percent  of  its 
refugees  on  cash  assistance. 

Obviously,   the  costs  of  the  refugee  assistance  programs  would 
have  been  substantially  less  if,  refugees  had  been  resettled  on 
a  more  equitable  basis.     For  the  most  part,  however,  Voluntary 
Agencies  (VOLAG)   let  the  refugee  select  the  State  in  which  he  or 
she  wishes  to  live.     This  practice  coupled  with  the  permissiveness 
of  regulations  which  permit  refugees  to  move  freely  from  one 
State  to  another  (referred  to  as  secondary  migration)  have  added 
significantly  to  the  costs  of  the  Refugee  Resettlement  Program. 

Numerous  States,  counties,  county  welfare  departments  (CWD's), 
VOLAG' s,  and  others  have  expressed  concerns  that  refugees  view 
cash  assistance  as  an  "entitlement"  program. 

The  Director  of  ORR  has  publicly  urged  cuts  in  refugee  aid. 
He  stated  that  the  Government  can  "motivate  refugees  to  more 
quickly  assimilate  into  American  society  by  reducing  their 
welfare  benefits."  He  stated  that  many  refugees  arrive  in  this 
country  believing  they  are  entitled  to  the  3  years  of  cash  and 
medical  assistance  currently  available.     He  says  this  has  fostered 
a  "welfare  ethic"  among  some  refugee  groups  in  the  country.  He 
stated  that:   "I  believe  we  can  build  motivation  by  offering  the 
refugees  a  transition  period,  say  a  year,  when  all  of  the  benefits 
would  be  available-that  way  we  would  give  them  enough  to  make 
the  transition  to  American  society,  but  not  so  much  that  they'll 
become  dependent  on  the  help."     Prior  to  April  1981,  there  were 
no  time  limitations  on  eligibility  for  assistance. 
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Significant  changes  to  the  cash  and  medical  assistance  programs 
were  published  in  the  Federal  Register  on  December  11,   1981.  If 
enacted,  the  36-month  entitlement  period  would  be  reduced  to  18 
months.     This  would  cause  a  shifting  of  many  millions  of  dollars 
from  the  Federal  Government  to  State  and  county  governments  if 
the  refugees  do  not  become  self-sufficient  in  the  18-month  period 
because  the  Federal  Government's  share  would  drop  from  100  percent 
support  to  55  percent. 

B .     Social  Service  Programs 

Social  service  costs  for  FY  1981  were  estimated  to  be  about 
$94  million.     Social  service  costs,   like  cash  and  medical  costs, 
are  provided  to  the  States  by  ORR  for  services  provided  specifically 
to  refugees.     The  intent  of  social  services  is  to  help  the  refugee 
become  self-sufficient  in  as  short  a  time  as  possible  by  making 
available  certain  programs  and  services.     Unlike  cash  and  medical 
assistance,  there  are  no  time  limitations  associated  with  these 
services. 

Like  U.S.  citizens,  refugees  who  meet  income  and  resources 
criteria  are  eligible  for  a  broad  range  of  social  services  offered 
under  title  XX  of  the  Social  Security  Act.     However,  services 
offered  under  title  XX  do  not  always  cover  services  needed  by 
refugees,  such  as  English  language  training,  vocational  training, 
and  other  services.     For  this  reason,  ORR  also  funds  "refugee- 
specific"  social  services.     These  services  are  usually  provided 
by  service  provider  agencies  under  purchase-of-service  agreements 
administered  by  the  various  States.     In  addition  to  language 
training,  such  services  may  include  vocational  or  skills  training, 
job  counseling,  employment  services,  and  social  adjustment 
services,  designed  to  help  refugees  become  self-sufficient  in  as 
short  a  period  as  possible.     In  addition  to  these  services,  ORR 
has  funded  a  number  of  related  projects  through  competitive 
grants. 

Title  XX  social  services  in  California  consist  of -24  different 
programs.     Ten  of  these  programs  are  "mandated";  i.e.,  they  must 
be  provided  by  every  county  in  the  State.     The  other  14  programs 
are  optional.     The  mandated  programs  are: 

1  Information  and  referral 

2  Protective  services  for  children 

3  Protective  services  for  adults 

4  Out-of-home  care  services  for  children 

5  Out-of-home  care  services  for  adults 

6  Child  day  care  case  management  services 

7  Health  related  services 

8  Family  planning 

9  In-home  supportive  services 
10  Employment-related  services 
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In  addition  to  title  XX  services,  refugee-specific  services  in 
California  include: 

1  Employment  services 

2  Vocational  training 

3  English-as-a-second-language  (ESL) 

4  Vocational  ESL 

5  Health-related  services 

6  Mental  health-related  services 

7  Social  adjustment  services 

Orientation 
Home  management 
Information  and  referral 

8  Child  care  and  transportation 

California's  goal  is  "to  help  as  many  refugees  as  possible  achieve 
economic  self-sufficiency  in  the  shortest  period  of  time." 

California  officials  stated  that  they  give  top  priority  to 
services  that  directly  support  employment-related  activities. 
Their  services  delivery  model  anticipates  spreading  social  service 
dollars  across  the  following  services — vocational  training  (35 
percent),  employment  services   (25  percent),  vocational  ESL  (15 
percent),  ESL  (15  percent),  and  health-related  services  (10  per- 
cent) . 

Social  service  dollars  from  the  Federal  Government  to  California 
have  been  going  down  as  the  number  of  refugees  have  been  going 
up,  as  shown  below: 


SOCIAL  SERVICE  COSTS-CALIFORNIA 

FY  19781     FY  1979      FY  1980      FY  1981      FY  19821 

Funding  (millions)       $6.8  $12.7        $28.2  $20.1  $19.8 

Refugee  population  46,600  82,400  135,400  187,600  203,400 
Per  capita  cost  $146  $154  $208  $107  $97 

1  Populations  as  of  October  31,  1978.    All  other  population  data  as 
of  end  of  Fiscal  Year. 

2  Estimated 


California's  FY  1982  request  for  social  service  dollars 
totaled  $59.8  million.     However,  the  first  6-month  allocation 
was  only  $8.8  million,  and  the  FY  1982  total  is  expected  to 
be  less  than  $20  million. 

Of  the  $28.2  million  allocated  to  California  during  FY  1980, 
individual  service  providers  expended  the  bulk  of  the 
funding — $21  million,  as  follows: 
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Millions  Percent 


Employment  services  and  vocational  training  $8.4  40 

English-as-a-second-language  5.4  26 

Social  services  4.8  23 

Health-related  services  2 . 4  11 

TOTAL  $21.0  100 


California  officials  have  stated  that  adequate  Federal  funding 
of  support  service  costs  continues  to  be  a  major  problem  besetting 
the  Refugee  Resettlement  Program,  and  that  they  will  fall  short  of 
their  goal  of  providing  adequate  resettlement  services  to  all 
needy  refugees. 

The  major  problem  with  regard  to  social  services  is  that  no 
one  knows  what  is  "adequate." 

1 .     Inability  to  Measure  Effectiveness 
of  Social  Service  Programs 

In  1979,  a  joint  work  group  (Health,  Education,  and  Welfare, 
and  U.S.  Coordinator's  Office)   stated:     "There  is  presently  no 
national  consensus,   in  either  the  private  or  the  public  sector, 
on  how  refugees  can  best  be  assisted  to  become  self-sufficient. 
Agencies  agree  that  the  overall  goal  is  social  and  economic 
independence  in  the  shortest  possible  time  and  at  the  least 
cost,  but  there  is  significant  disagreement,  and  lack  of  coordina- 
tion, on  the  means  of  achieving  this  general  objective.     At  one 
extreme,  some  refugees  on  their  own  find  entry-level  jobs  with 
little  future,  and  with  no  formal  support  for  learning  English 
or  obtaining  needed  services.     Other  refugees  are  found  in  language 
training  programs,  and  receiving  cash  assistance,  two  years  or 
more  after  arrival.     Problems  of  properly  evaluating  the  current 
situation  and  planning  effective  private  and  public  programs  for 
the  future  are  severely  limited  by  our  present  lack  of  data  on 
refugee  demographics  and  on  successful  and  unsuccessful  resettle- 
ment experiences." 

The  Select  Commission  on  Immigration  and  Refugee  Policy, 
in  commenting  on  this  problem,  stated:     "Experts  who  testified 
before  the  Select  Commission  have  cautioned  that  a  successful 
resettlement  program  requires  agreement  on  the  goals  of  resettle- 
ment.    Unless  there  is  agreement,   they  believe  that  there  is  a 
danger  that  service  providers  will  work  at  cross  purposes,  fail 
to  provide  needed  services,  delay  refugee  adjustment,  or  fail  to 
coordinate  parts  of  strategy  for  the  resettlement.   *  *  *  The 
Select  Commission  holds  the  view  that  early  employment  has 
therapeutic  and  tangible  results  in  most  refugee  cases,  and  that 
too  much  emphasis  on  extended  language  and  vocational  training, 
leading  to  high  levels  of  proficiency,  can  result  in  unnecessary 
deferrals  of  employment.     Research  examined  by  the  Commission 
indicates  that  English-language  training  is  often  more  effective 
when  pursued  in  combination  with  employment.     The  Refugee  Act 
of  1980  recognizes  that  job  refusals  should  lead  to  sanctions, 
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but  efforts  along  these  lines  have  been  ineffective.     The  Commis- 
sion recommends  that  the  existing  provisions  for  dealing  with 
job  refusals  should  be  more  effectively  monitored." 

The  Select  Commission  also  recommended  that  "refugee 
achievement  of  self-sufficiency  and  adjustment  to  living  in  the 
United  States  be  affirmed  as  the  goal  of  resettlement  and  that 
'survival'  training  and  early  job  acquisition  be  emphasized  as 
the  means  to  achieve  that  goal." 

A  number  of  reports  and  studies  initiated  by  ORR  during 
1979  and  1980  revealed  the  following  major  deficiencies: 


(a)     Basic  social  services  and  training  were  found  to  be 
nonexistent  or  inadequate  in  some  places  and  over- 
burdened in  others. 


(b)  There  was  an  absence  of  coordination  in  many 
communities  which  resulted  in  duplication  of 
effort  and  underutilization  of  existing  services. 

(c)  English  language  training  for  refugees  was  found 
to  vary  widely  in  quality  and  accessibility. 


There  is  a  continuing  and  unresolved  debate  over  the 
proper  levels  and  types  of  services  that  should  be  made  available 
to  refugees.     At  the  county,  State,  and  Federal  levels,  there  is 
general  agreement  that  effective  measures  are  needed  to  identify 
those  social  service  programs  that  contribute  the  most  (at  least 
cost  and  in  the  shortest  period  of  time)   toward  making  the  refugee 
self-sufficient.     To  date,  however,  such  measures  have  not  been 
developed . 

San  Diego,  in  its  county  plan,  stated:     "Research  is 
needed  to  realistically  determine  what  services  are  needed  to 
achieve  self-sufficiency.     An  effective  measurement  is  needed  for 
each  refugee-serving  program. " 

In  June  1981,  the  State  of  California  prepared  a 
"Solicitation  for  Proposals,"  the  objective  of  which  was  to  have 
an  outside  contractor  assess: 


the  impact  of  refugee  support  services  in  the  success- 
ful attainment  of  refugee  self-sufficiency  and  self- 
support, 

the  effectiveness  of  the  providers  of  services,  and 

—    whether  or  not  the  levels  and  types  of  services  are 
adequate  as  well  as  appropriate. 

The  Director,  ORR,  would  not  fund  the  above  proposal,  so 
it  was  never  issued.  California  officials  stated,  however,  that 
they  are  attempting  to  evaluate  and  analyze  existing  and  proposed 
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models  of  service  delivery  systems  to  determine  the  best  possible 
structure  that  would  yield  the  most  efficient  and  cost-effective 
model,  and  that  efforts  are  still  continuing  to  determine  the 
best  combination  of  services. 

Refugee  officials  in  Texas  told  the  Investigative  Staff 
that  "No  indicators  for  measuring  program  effectiveness  have 
been  established." 

The  Director  of  ORR  stated  that  there  are  currently 
hundreds  of  refugee  programs  in  operation  around  the  country, 
some  of  which  are  operating  better  than  others.     He  said  he  and 
his  staff  are  currently  studying  these  programs  in  an  attempt  to 
identify  those  which  are  working. 

Information  provided  by  ORR  states  that  ORR  gives  highest 
priority  to  English  instruction,  vocational  training,  and  job 
placement  services.     ORR  stated  that  it  is  "working  to  develop 
more  specific  measures  of  the  effectiveness  of  its  programs." 
As  part  of  this  effort,  ORR  recently  contracted  for  a  study 
called  "Comparative  Study  of  ESL  Approaches."  The  purpose  of  the 
study  is  to  compare  and  evaluate  different  ESL  approaches  to 
determine  which  ESL  methods  work  best  for  refugees  and  which  are 
the  most  cost-effective. 

ORR  has  contracted  for  another  study  which  will  "assess 
the  relative  effectiveness  of  different  service  and  assistance 
strategies  employed  within  the  refugee  program  to  help  refugees 
achieve  self-sufficiency." 

Although  these  studies  may  provide  some  insights  on  the 
effectiveness  of  certain  programs,   the  Investigative  Staff  found 
little  has  been  developed  in  the  way  of  useful  measurements  or 
evaluations  of  ongoing  social  service  programs.     More  importantly, 
efforts  to  measure  effectiveness  will  be  difficult  because  few 
records  are  being  maintained  to  show  what  services  individual 
refugees  have  received,  how  long  or  how  frequently  they  may  have 
received  such  services,  or  whether  the  services  helped  the  refugees 
to  become  self-sufficient. 

As  with  cash  assistance,  States  have  widely  differing  philos- 
ophies with  regard  to  providing  social  services,  and  California 
and  Texas  are  interesting  contrasts.     Information  obtained  from 
California  and  Texas  shows  the  following  expenditures  for  social 
services  over  a  4-year  period: 
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California 


Texas 


No.  of 
Refugees 

FY  19781  46,600 
FY  1979  82,400 
FY  1980  135,400 
FY  1981  187,600 


Cost 


$  6.8 
12.7 
28.2 
20.1 


Per  Capita      No.  of  Per  Capita 

Cost  Refugees      Cost  Cost 

(millions )  (millions) 


$146 
154 
208 
107 


15,900 
24,500 
36,200 
49,300 


$1.2 
1.0 
4.3 
4.3 


;  75 

41 
119 
87 


1  Population  data  as  of  October  31,  1978.     All  other  population 
data  as  of  end  of  Fiscal  Year.  \ 


The  significant  differences  in  the  per  capita  costs  reflect 
the  differing  philosophies  of  Texas  and  California.     One  might 
assume  that  California  would  have  a  lower  dependency  rate  because 
more  social  service  dollars  are  being  spent  on  the  average 
refugee.     However,  California's  dependency  rate,  as  of  February 
1981,  was  about  74  percent,  while  Texas  had  a  dependency  rate  of 
about  20  percent. 

Although  social  services  may  be  needed,  heavy  reliance 
on  such  services  to  get  refugees  employed  may  not  be  warranted, 
because  the  effectiveness  of  the  services  must  be  weighed  against 
the  attractiveness  of  welfare.     In  other  words,   the  programs 
could  be  highly  effective  and  the  refugee  may  be  job-ready,  but 
he  simply  prefers  welfare  to  employment.     Employment  must  be 
attractive  by  comparison  or  the  most  effective  programs  imaginable 
will  not  produce  the  desired  results. 

2.     Social  Service  Providers 

In  California,  refugee  support  services  are  provided 
through  58  county  welfare  departments  and  through  contracts  with 
public  and  private  nonprofit  organizations.     Services  provided  to 
refugees  during  FY  1980  were  offered  through  36  public  and  non- 
profit organizations.     During  FY  1981,  there  were  about  65  service 
providers  in  California,  offering  such  services  as  English-as-a- 
second-language  employment  services,  vocational  education,  health- 
related  services,  social  services  (home  management,  inter- 
pretation and  translation,  orientation,  job  placement,  etc.)  and 
others . 

Many  service  providers  are  affiliated  directly  or  indirectly 
with  the  VOLAG's  and  have  received  numerous  contracts.  For 
example,  the  Catholic  Welfare  Bureau  of  Los  Angeles  is  an  affiliate 
of  the  U.S.  Catholic  Conference,  headquartered  in  New  York. 
During  CY  1981,   the  Catholic  Welfare  Bureau  resettled  over  4,000 
Indochinese  refugees  at  a  cost  to  the  Federal  Government  of  more 
than  $2  million.     During  the  same  period,  the  Catholic  Welfare 
Bureau  was  also  providing  social  services  to  refugees  under  a 
service  contract  with  the  State  of  California.     Some  service 
providers,  including  contract  amounts,  are  listed  below  as  examples: 
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Catholic  Welfare  Bureau  of  Los  Angeles   $195,000 

Southern  California  Council  of  Churches  (Los  Angeles)   224,000 

Catholic  Community  Services  (Orange  County)   660,000 

San  Francisco  Catholic  Charities  ■   314,000 

Catholic  Charities,  Diocese  of  Stockton   260,000 

Joint  VOLAG  Job  Center  ■  •   8  50,000 

Diocese  of  Sacramento  ■  —   321,000 


Since  all  refugee  placements  are  determined  by  the  VOLAG' s, 
there  is  a  potential  conflict  of  interest,  as  VOLAG  placement 
practices  may  be  influenced  by  the  desire  to  effectively  utilize 
their  facilities  and  personnel.     Some  VOLAG  representatives  stated 
that  utilization  of  existing  facilities  and  personnel  were  factors 
to  be  considered  in  placing  refugees.     As  one  VOLAG  director  put 
it — "VOLAG' s  have  their  bureaucracies  also." 

In  California,  there  are  about  20  different  models  of  ESL, 
but  no  assurances  as  to  which  model  works  best.     Some  providers 
offer  five  different  levels  of  ESL — from  beginning  ESL  to  academic 
ESL.     Academic  ESL  stresses  oral  and  written  communication  skills 
needed  by  students  interested  in  completing  work  towards  a  high 
school  diploma  or  entering  a  college  or  university. 

The  most  common  problems  cited  by  impacted  counties  were 
long  waiting  lists  for  ESL.     Delays  of  a  year  or  more  were  not 
unusual. 

Texas  leans  more  toward  the  teaching  of  "survival"  skills — 
ESL  and  employment  training — and  strives  to  get  refugees  employed 
as  soon  as  possible,  whether  they  speak  English  or  not.  Texas 
does  not  believe  that  the  refugee's  inability  to  speak  English 
is  a  major  deterrent  to  getting  a  job.     One  Dallas  VOLAG  sponsored 
628  refugees  between  January  and  August  1981.     Fewer  than  50  of 
the  628  refugees  were  on  public  assistance  at  the  time  of  the 
Investigative  Staff's  visit  in  September  1981. 

C.     Other  Related  Matters 

1 .     Time-Expired  Refugees 

According  to  the  Refugee  Act  of  1980,  refugee  applicants 
and  recipients  will  be  considered  nonrefugees  for  assistance 
purposes  after  36  months  of  residence  in  the  United  States. 
This  means  that  Federal  participation  in  cash  and  medical 
assistance  to  refugees  will  drop  from  100  percent  to  55  percent 
in  the  37th  month,  with  States  and  counties  picking  up  the  remaining 
45-percent  for  refugees  that  still  meet  State  AFDC  eligibility 
requirements.     The  financial  impact  upon  States  and  counties 
could  be  substantial  as  more  and  more  refugees  become  "time-expired. 
Time-expired  refugees  are  expected  to  start  having  the  greatest 
impact  on  States  and  counties  in  the  fall  of  1982.     At  that 
time,  and  every  succeeding  month  thereafter,   large  numbers  of 
refugees,  who  arrived  in  the  fall  of  1979,  will  be  time-expired. 
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California  estimates  of  time-expired  costs  for  FY  1981 
varied  between  $5  million  and  $10  million.     FY  1983  nonreimbursed 
costs  are  estimated  at  between  $30  million  and  $40  million. 

On  December  11,   1981,  a  proposed  change  in  welfare  rules 
for  refugees  was  published  in  the  Federal  Register.     The  new 
regulations  would  cut  the  current  36-month  period  to  18  months, 
effective  February  1,  1982.     The  proposed  change  is  subject  to 
30  days  of  public  comment,  but,   if  implemented,   the  Federal 
Government  is  expected  to  save  as  much  as  $50  million  during  FY 
1982.     To  an  unknown  extent,  a  considerable  portion  of  these  costs 
would  shift  from  the  Federal  Government  to  State  and  local 
governments.     California  officials  said  those  dropped  from  the 
Federal  roles  would  go  on  county  general  relief,  or  general 
assistance,  as  it  is  known  in  some  States. 

ORR  officials  said  the  change  was  intended  to  "reduce 
the  likelihood  of  unnecessary  welfare  dependency"  and  to  "reduce 
the  degree  of  special  treatment  afforded  to  refugees." 

2 .     General  Assistance 

The  use  of  general  assistance  varies  widely  among  States 
in  terms  of  funding  and  administrative  responsibility,  duration 
and  type  of  aid,  employability  criteria,  residence  restrictions, 
family  composition,  and  work  requirements.     In  some  States,  such 
as  California,  general  assistance  varies  by  county,  with  some 
counties  providing  only  emergency  or  partial  assistance.  Many 
States  have  employability  criteria  which  would  make  most  refugees 
ineligible  for  general  assistance.     Some  States  have  no  general 
assistance  programs,   including  several  southern  States.  Although 
information  on  general  assistance  is  sketchy,   it  is  known  that 
several  States  and  selected  counties  that  provide  general  assis- 
tance (ongoing  income  assistance  available  after  36-month  expira- 
tion of  100  percent  Federal  assistance)  are  heavily  impacted 
with  refugees. 

Under  the  proposed  change  in  welfare  eligibility  for 
refugees,  many  refugees  would  receive  general  assistance,  but 
only  in  those  States  or  counties  that  have  a  general  assistance 
program. 
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IV.      HIGH  LEVELS  OF  DEPENDENCY  AMONG  INDOCHINESE  REFUGEES 


The  most  basic  measure  used  by  ORR  to  judge  how  well  refugees 
are  becoming  self-supporting  is  the  dependency  rate  of  refugees  on 
cash  assistance. 

The  dependency  rate ,  or  percentage  of  the  refugee  population 
receiving  cash  assistance,  has  increased  dramatically  since  1975. 
Dependency  rates  in  1975  averaged  11.9  percent.     As  of  June  1981, 
the  nationwide  dependency  rate  was  67.2  percent  and  growing.  For 
FY  1983,  ORR  predicts  a  nationwide  dependency  rate  of  70  percent. 

ORR  officials  claim  that  their  measure  of  success,  i.e.,  depend- 
ency rate  of  refugees  on  cash  assistance,  is  difficult  to  correlate 
to  ORR's  programs  because  various  factors  affecting  the  dependency 
rate  are  outside  ORR's  control,  such  as: 

—  High  concentrations  of  refugees  in  a  relatively  few  areas 
of  the  country,  and  the  persistence  of  this  high  concentra- 
tion over  time; 

—  Lack  of  language,  skills,  and  familiarity  with  Western 
culture  of  the  most  recent  refugee  arrivals;  and 

Overall  employment/unemployment  situation  in  communities 
where  refugees  resettle  and  the  availability  of  job 
opportunities  for  which  they  can  qualify. 

The  fact  that  Indochinese  refugees  do  not  speak  English,  lack 
adequate  skills,  and  are  unfamiliar  with  the  Western  culture,  is 
not  unexpected.     These  were  some  of  the  basic  reasons  for  imple- 
menting refugee  assistance  programs  initially.     The  other  two 
factors — (a)  high  concentrations  of  refugees  in  a  relatively  few 
areas  of  the  country,  and  (b)  the  overall  employment/unemployment 
situation  in  communities  where  refugees  resettle — are  controllable 
factors,  but  no  serious  efforts  to  control  them  have  been  initiated. 

For  several  years,  a  relatively  few  States  have  been  receiving 
most  of  the  incoming  refugees,  and  most  of  these  refugees  have  been 
resettled  in  a  relatively  few  counties  within  those  States. 
Although  everyone  involved  in  the  refugee  resettlement  program  is 
aware  of  the  impact  these  practices  are  having  on  State  and  local 
governments,   the  situation  merely  gets  worse  with  the  passage  of 
time,  and  those  responsible  have  taken  little  or  no  action  to 
seriously  address  these  imbalances. 

A.     Dependency  Rates  of  Indochinese 
Refugees  on  Cash  Assistance 

As  shown  below,   the  number  of  Indochinese  refugees  receiving 
cash  assistance  and  related  dependency  rates  have  increased  steadily 
since  1975  to  a  June  1981  rate  of  67  percent. 
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CASH  ASSISTANCE  DATA  FOR 
INDOCHINESE  REFUGEE  POPULATION 


Date 


Number  Resettled 
in  United  States 


Persons  Receiving 
Cash  Assistance 


Dependency 
Rate 


February  1979 
February  1980 
November  1980 
June  1981 


September  1975 
September  1976 
August  1978 


92,274 
138,058 
161,865 
181,300 
289,200 
423,637 
514,61s1 


10,969 
41,188 
53,644 
67,025 
134,244 
208,747 
235,334 


11.9% 

29.8 

33.1 

37.0 

46.4 

49.3 

67.21 


1  Because  of  the  36-month  time  limitation  for  cash  assistance 
(which  became  effective  in  April  1981),  only  350,200  refugees 
were  time-eligible  as  of  June  1981.     Therefore,   the  depen- 
dency rate  (67.2  percent)  was  computed  on  the  basis  of  persons 
receiving  cash  assistance  (235,334)  divided  by  those  eligible 
(350,200) . 


At  least  two-thirds  of  all  refugees  that  have  been  in  the  United 
States  for  3  years  or  less  are  receiving  some  form  of  cash  assistance 
under  the  Refugee  Assistance  Program. 

Dependency  rates  are  not  routinely  maintained  by  ORR  due  to 
the  lack  of  an  adequate  data-gathering  system  at  ORR.     ORR  relies 
on  the  individual  States  to  maintain  dependency  rates.     Also,  the 
bases  used  for  determining  dependency  rates  are  constantly  changing. 
For  example,  the  time-eligible  population  increases  as  new  refugees 
arrive  and  decreases  as  they  become  time-expired.     Further,  dependency 
rates  reported  by  States  frequently  change  due  to  secondary  and 
tertiary  movements  of  refugees  among  States.     At  the  present  time, 
it  is  very  difficult  to  obtain  valid  figures  on  secondary  migrants 
because  there  are  no  effective  refugee  tracking  systems  and  ORR 
estimates  are  not  particularly  accurate. 

ORR  .estimates  of  dependency  rates  for  certain  States  exceed  100 
percent.     This  is  because  there  are  more  refugees  on  cash  assistance 
than  ORR  believed  were  in  the  States.     Data  used  by  ORR  to  estimate 
the  projected  dependency  rate  for  its  FY  1983  budget  were  based  on 
nine  States  which  accounted  for  more  than  80  percent  of  the  total 
dollar  budget  estimates  for  all  States,  as  shown  below. 
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REFUGEE  CASH 

ASSISTANCE 

1 ,  1981 

N  iimhp  r*    nf  fach 

llUJllk/CL           L      ^  a  J  li 

Timp- F  1  "irriKl^ 

£i  t~\ ^  n  /-3  o  7i  /*"•  \7 
ucpc  iiuc  1 i  v—  y 

State 

Recipients 

Population 

Rate 

fa  1 i  f nrn i  a> 

111 , 60  2 

117 ,600 

94.9% 

V 1 nr i Ha 

L  X  W  1.  iUQ 

7,974 

23 , 300 

34 .  2 

Illinois 

10,006 

13,700 

73.0 

Minnesota 

15,059 

12,500 

120.  5 

Oregon 

10 ,057 

10,800 

93.1 

Pennsylvania 

8,  267 

12,800 

64.6 

Rhode  Island 

2,578 

2,130 

121.0 

Texas 

7,953 

25,700 

30.9 

Washington 

17,703 

16,800 

105.4 

Totals 

191,199 

235,330 

81.2% 

After  adjusting  the  figures  for  secondary  migration,  children 
born  in  the  United  States,  and  adjustment  for  anticipated  time- 
expired  refugees,  ORR  predicted  a  nationwide  dependency  rate  of  70 
percent  for  FY  1983. 

3 .     Reasons  for  High  Dependency  Rates 

Some  States  have  much  higher  dependency  rates  than  others. 
Various  reasons  have  been  cited  as  to  why  dependency  rates  are 
high.     These  include: 

—  The  "attractiveness"  of  welfare  in  some  States. 

—  The  high  concentration  of  refugees  in  some  areas. 

The  fact  that  many  refugees  can  refuse  jobs  without  losing 
benefits. 

—  The  fact  that  eligibility  for  medical  benefits  is  linked  to 
cash  assistance. 

1 .     Welfare  More  Attractive  Than  Employment 

Variations  in  eligibility  criteria  and  benefit  levels  among 
the  States  create  a  situation  where,   in  some  States,  cash  assistance 
is  more  desirable  than  employment.     Also,  refugees  may  quit  jobs  or 
give  up  cash  assistance  in  one  State  to  take  advantage  of  higher  cash 
payments  in  another.     States  have  widely  differing  philosophies 
regarding  public  assistance  and  widely  differing  benefit  levels. 
The  following  table  illustrates,  generally,   the  level  of  benefits 
available  to  an  AFDC  family  of  three  as  of  January  1981.  For 
brevity,  the  table  shows  the  five  highest  States  in  terms  of  AFDC 
benefits  compared  to  the  five  lowest  States. 
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BENEFITS — ONE-PARENT  FAMILY  OF  THREE 


—  Monthly  Benefits  — 


State 

Highest  Benefits 

Alaska  

Vermont  

New  York  

Hawaii  

California  

Lowest  Benefits 

South  Carolina  

Tennessee  

Alabama  

Texas  

Mississippi  


Maximum 
AFDC  Grant 


$514 
492 
477 
468 
463 


129 
122 
118 
116 
96 


Food  Stamp 
Benefit 


$232 
95 
100 
195 
104 


183 
183 
183 
183 
183 


Total 
Monthly 


$746 
587 
577 
663 
567 


312 
305 
301 
299 
279 


Yearly 


$8,952 
7,044 
6,924 
7,956 
6,804 


3,744 
3,660 
3,612 
3,588 
3,348 


As  shown  above,  yearly  benefit  levels  can  be  thousands  of 
dollars  apart  for  the  same  type  family  unit.     Also,   in  Texas,  a 
family  of  10,   including  2  parents,  would  receive  AFDC  benefits  of 
no  more  than  $300  per  month  because  $300  is  the  maximum  amount 
Texas  will  pay.     The  same  family  would  receive  $1,087  per  month  in 
California,  which  would  increase  with  each  additional  family  member. 
Obviously,   if  a  refugee  family  or  individual  wants  to  rely  on 
welfare  or  must  rely  on  welfare,   then  a  move  to  California  is 
clearly  rewarding. 

Given  the  freedom  of  movement  of  residents  in  the  United 
States,   including  refugees,   it  is  not  surprising  that  refugees 
would  leave  jobs  or  welfare  assistance  in  one  State  if  the  economic 
rewards  are  greater  elsewhere. 

Resettlement  officials  in  California  told  the  Investigative 
Staff  about  1  refugee  in  California  who  had  12  relatives  living 
in  North  Carolina.     Instead  of  1  moving,  the  12  showed  up  at  the 
door  of  the  VOLAG  in  California  looking  for  cash  assistance.  It 
should  be  noted  that  North  Carolina  ranks  40th  of  50  States  in 
terms  of  AFDC  benefit  levels. 

Social  workers  in  Texas  said  that  refugees  know  each  State's 
welfare  system,  often  before  arriving  in  this  country,  and  that  the 
majority  of  refugees  moving  to  Texas  were  looking  for  jobs — not 
public  assistance.     Information  obtained  from  ORR  supports  this 
statement . 
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According  to  ORR:     "Among  14  States  which  represent  almost 
73  percent  of  all  Southeast  Asian  refugees  in  this  country,  Texas 
and  Louisiana  claimed  the  highest  proportion  employed,  while 
California,  Minnesota,   and  Hawaii  had  the  lowest." 

As  of  February  1981,  Texas,  which  ranks  49th  in  terms  of 
AFDC  benefit  levels,  had  only  19.7  percent  of  its  refugee  population 
on  cash  assistance.     California,  which  has  the  5th  highest  cash 
level,  had  74.3  percent  of  its  refugees  on  cash  assistance.  There 
is  a  direct  correlation  between  the  high  percentage  of  refugees 
receiving  assistance  and  those  States  providing  high  levels 
of  benefits,  as  illustrated  below: 


Number  of        Number  Percent        Maximum  State 

Refugees  on  Cash      Receiving        AFDC  Ranking 

State  in  State1  Assistance1    Assistance1    Grant2  (Highest) 


Hawaii 

6,186 

4,149 

67.1% 

$468 

4  th 

California 

149,401 

110,963 

74.3 

463 

5  th 

Minnesota 

15,377 

14,112 

91.8 

417 

10  th 

Louisiana 

10,511 

3,3  27 

31.7 

173 

43rd 

Texas 

39,039 

7,702 

19.7 

116 

49th 

1    As  of 

February 

1981 

2  Based 

on  a  one- 

parent  family  of 

three , 

as  of  January 

1981 

Seven  States  which  rank  in  the  top  10,  in  terms  of  depend- 
ency rates,  are  also  in  the  top  10  States  in  terms  of  benefit 
levels.     Such  strong  correlation  must  be  viewed  as  more  than  coin- 
cidental.    Not  only  are  dependency  rates  increasing,  but  the 
associated  expenditures  are  disproportionately  high  due  to  the 
above-average  benefit  levels  in  these  States. 

The  Investigative  Staff  believes  the  level  of  cash  assistance 
benefits  is  one  of  the  driving  forces,   if  not  the  greatest  factor," 
influencing  dependency  rates  and  related  issues  of  secondary  migra- 
tion. 

Cash  assistance  is  so  attractive  in  some  States  that  a 
refugee  would  have  to  obtain  a  relatively  high-paying  job  to  exceed 
the  income  and  advantages  available  under  the  welfare  system.  The 
Investigative  Staff  was  advised  of  many  instances  where  refugees 
have  refused  to  accept  jobs,  or  have  quit  jobs,  paying  $7  an  hour 
or  more,  to  take  advantage  of  the  "lucrative"  welfare  system. 

The  Refugee  Act  of  1980  states:     "Services  must  ensure 
that  cash  assistance  is  made  available  to  refugees  in  such  a 
manner  as  not  to  discourage  their  economic  self-sufficiency." 
The  high  level  of  benefits  available  in  certain  States  has  dis- 
couraged the  economic  self-sufficiency  of  refugeesT 
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The  State  Coordinator  for  Refugees  in  Texas  stated  that 
many  refugees  leaving  Texas  were  headed  for  California  where 
the  "welfare  check  is  greener."     He  also  stated  that  "welfare 
should  not  be  an  attractive  package,"  and,   in  Texas,   it  isn't. 

A  study  performed  by  California's  Department  of  Social 
Services  in  April  1980  found  that  the  percent  of  refugees  applying 
for  aid  within  1  month  of  arrival  had  increased  from  67  percent 
in  1978  to  82  percent  in  1979.     A  1981  study  performed  by  San 
Diego  County  found  that  29  percent  of  all  recently  arrived  refugee 
cases  were  applying  for  cash  assistance  within  10  days  after 
arrival . 

Various  studies  performed  in  California  show  that  a  higher 
percentage  of  secondary  migrants  are  on  welfare  than  refugees  who 
were  settled  there  initially,  and  they  stay  on  welfare  for  longer 
periods  of  time.     This  suggests  that  many  secondary  migrants  were 
not  going  to  California  in  search  of  employment. 

In  addition  to  cash  assistance,  refugees  in  California  are 
applying  for  and  receiving  numerous  educational  grants  which 
supplement  their  cash  assistance  (discussed  later  in  this  report), 
plus  the  fact  that  refugees  can  supplement  their  income  by  working 
and  still  receive  the  full  amount  of  their  welfare  payments  (subject 
to  dollar  limitations  set  by  States).     A  nonrefugee  is  not  eligible 
for  AFDC  if  he  or  she  works  more  than  100  hours  a  month.  For 
refugees,  however,  the  100-hour  limitation  is  waived. 

Resettlement  officials  from  Texas,  Oklahoma,  and  New  Mexico 
stated  that  a  standardized,  nationwide  welfare  assistance  program 
for  refugees  should  be  developed,  separate  from  the  States'  welfare 
system,  or  many  more  refugees  will  end  up  in  California. 

ORR  says  there  is  a  need  to  explore  alternatives  to 
welfare  and  several  alternatives  are  under  consideration,  but  it 
appears  doubtful  that  anything  will  be  changed  in  the  immediate 
future,  with  the  possible  exception  of  a  reduction  in  the  period 
of  eligibility. 

2.     Able  to  Refuse  Jobs 

Without  Losing  Benefits 

A  major  problem  with  respect  to  employment  is  the  fact 
that  refugees  can  refuse  legitimate  job  offers.     Despite  the 
belief  of  the  sponsor,  a  VOLAG,  or  a  vocational  training  service 
that  a  refugee  is  job-ready,  the  refugee  has  the  option  of  refus- 
ing employment  by  staying  in  ESL  classes  or  vocational  training 
classes  and  continuing  on  public  assistance.     A  large  number  of 
single,  employable,  young  adults  without  dependents  are  included 
in  this  category. 

Current  ORR  regulations  permit  an  employable  18-  to  21- 
year-old  refugee  who  lives  alone  (or  with  a  family  which  exceeds 
AFDC  assistance  standards)  to  attend  college  classes  and  receive 
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cash  assistance  without  meeting  any  requirements  for  work  search. 
This  particular  benefit  is  available  only  to  refugees. 

For  the  nonrefugee  population,  only  an  18-  to  21-year-old 
who  is  a  member  of  and  continues  to  reside  with  an  AFDC-eligible 
family  may  attend  school  full  time  without  meeting  employment 
search  requirements.     The  Investigative  Staff  found  this  to  be  a 
particularly  sore  subject  in  discussions  with  County  Welfare 
Departments  in  California.     The  Investigative  Staff  was  advised 
that  Indochinese  refugees  are  "flooding"  the  colleges  in  California; 
that  they  are  applying  for  and  receiving  educational  grants  and 
loans  in  large  numbers.     Since  costs  to  attend  many  colleges  in 
California  are  very  low,  the  refugee  can  supplement  his/her  cash 
assistance  grant  with  educational  grants.     For  example,  one  refugee 
had  received  four  educational  grants  or  loans  and  was  also  involved 
in  a  work  study  program.     For  the  September  1981  to  June  1982  school 
year,  the  individual  received  a  total  of  $3,382.     This  person  was 
also  receiving  $248  per  month  under  the  refugee  cash  assistance 
program.     Orange  County  officials  said  refugees  get  to  keep  $95  of 
every  $100  in  student  aid  and  "it  doesn't  take  a  dime  from  his 
welfare  benefits." 

A  letter  dated  November  13,  1981,  forwarded  to  the  Investi- 
gative Staff  by  a  County  Welfare  Department  in  California,  states: 
"Enclosed  are  some  case  examples  of  single,  refugee  individuals 
who  are  employable  but  can  and  do  receive  a  welfare  check  ($248) 
plus  income  from  various  sources  which  remains  exempt  because  of 
their  student  status.     Whatever  changes  can  be  made,  beginning  at 
the  Federal  level,  to  eliminate  the  welfare  subsidies  granted 
refugees  to  attend  school  will  help  greatly  to  reduce  community 
tensions  here.     This  is  becoming  an  ever  greater  problem  as  welfare 
eligibility  has  become  more  restrictive  for  the  non-refugee  popula- 
tion in  the  area.     No  other  single,  employable  person  in  the  commu- 
nity can  legally  receive  welfare  and  deliberately  remove  himself 
from  the  open  work  market  by  choosing  to  attend  college  full  or  part- 
time."    Attached  to  the  letter  were  30  actual  case  examples  that 
"were  randomly  selected  from  approximately  3,000  single-person 
refugee  cases  aided  by  Refugee  Cash  Assistance." 

A  review  of  the  30  case  examples  showed  that  27  refugees 
were  attending  school  (primarily  college)  and  that  most  of  the 
students  had  received  several  educational  grants.     The  remaining 
three  students  were  receiving  training  under  the  Comprehensive 
Employment  and  Training  Act  (CETA)  administered  by  the  Department 
of  Labor. 

It  is  difficult  to  understand  how  newly  arrived  refugees 
who  speak  little  or  no  English  can  apply  for  and  receive  numerous 
educational  grants.     It  is  interesting  to  note  that  colleges 
receive  numerous  applications  from  potential  students  who  still 
reside  in  overseas  camps.     The  CWD  also  stated  that  California 
State  officials  have  taken  the  position  that  employment  services, 
including  acceptance  of  legitimate  job  offers,  cannot  be  forced  on 
refugees — that  "such  services  must  be  accepted  voluntarily  and 
cannot  be  a  condition  of  receiving  aid." 


30 


993 


VOLAG  officials  involved  in  the  resettlement  process  stated 
that  any  refugee,  regardless  of  age,  could  turn  down  legitimate 
job  offers  if  the  person  was  attending  any  kind  of  school,  such  as 
ESL,  and  could  continue  receiving  cash  assistance.     They  also  stated 
that  some  refugees  appear  to  have  made  ESL  classrooms  a  "permanent 
abode . " 

The  position  taken  by  the  State  of  California,   i.e.,  per- 
mitting refugees  on  cash  assistance . to  turn  down  legitimate  job 
offers,  appears  to  be  in  total  contradiction  to  the  Refugee  Act  of 
1980  which  states  that  a  refugee  must  (except  for  good  cause  shown) 
register  with  a  refugee  program  employment  service  or  a  public 
employment  service  (beginning  60  days  after  arrival)  and  must 
accept  an  appropriate  offer  of  employment. 

3 .     Medical  Benefits  Linked 
to  Cash  Assistance 

In  all  States,   if  a  refugee  is  eligible  for  AFDC,  then  he 
is  also  eligible  for  medical  assistance.     According  to  research 
sponsored  by  the  Select  Commission  on  Immigration  and  Refugee 
Policy,  refugees  are  reluctant  about  accepting  employment,  especially 
entry-level  positions,  which  many  are,  for  fear  they  will  lose 
their  medical  benefits.     Refugees  generally  need  a  lot  of  medical 
assistance  when  they  arrive  and  need  it  for  relatively  long  periods 
of  time.     Also,  many  jobs  available  to  refugees  do  not  include  med- 
ical benefits. 

Since  Medicaid  is  usually  administered  through  local  welfare 
offices,   incoming  refugees,  who  may  only  be  interested  in  medical 
assistance,  are  soon  introduced  to  the  welfare  system.     CWD's  in 
California  are  required  to  advise  all  eligible  entrants  as  to  the 
full  range  of  services  available  to  them  and  frequently  sign  them 
up  for  the  full  package. 
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V.     VOLUNTARY  AGENCIES'   REFUGEE  PLACEMENT  POLICIES 
AND  PRACTICES  CONTRIBUTE  TO  MAJOR  PROBLEMS 


Refugee  resettlement  in  the  United  States,  especially  the 
initial  stage,  is  carried  out  primarily  by  11  voluntary  agencies 
that  are  members  of  the  American  Council  of  Voluntary  Agencies. 
These  agencies  find  sponsors,  receive  and  place  refugees  into 
communities  throughout  the  United  States,  and,  after  placement, 
work  with  the  refugees  to  develop  plans  for  their  future  and 
provide  followup  services  aimed  at  the  goals  of  integration  and 
self-sufficiency. 

The  State  Department,  through  use  of  reception  and  placement 
grants,  provides  the  VOLAG 's  with  $525  per  refugee  to  cover 
initial  resettlement  expenses.     These  funds  are  generally  used 
for  clothing,  housing,  furniture,  food,  etc.     For  each  refugee, 
the  VOLAG  finds  a  sponsor  in  the  United  States.     This  may  be  a 
single  family,  a  congregation,  an  individual,  or  a  local  VOLAG 
affiliate. 

According  to  the  U.S.  Coordinator,  a  key  factor  leading  to 
successful  resettlement  of  refugees  is  to  ensure  that  the  refugees 
are  placed  into  receptive  communities  which  are  able  to  absorb 
them.     Everyone  involved  in  refugee  resettlements  recognize  that 
overloading  any  given  locality  with  a  substantially  dispropor- 
tionate number  of  refugees  or  placing  them  where  jobs,  housing, 
transportation,  or  other  resettlement  services  are  insufficient 
contributes  to  existing  problems,  but  no  actions  are  being  taken 
to  alleviate  the  situation. 

As  of  July  31,  1981,  over  70  percent  of  all  refugees  were 
residing  in  10  States,  and  60  percent  of  all  refugees  were  residing 
in  40  counties.     These  heavy  concentrations  have  strained  local 
resources  such  as  schools,  jobs,  housing,  health,  and  other  com- 
munity services  to,  and  frequently  beyond,  their  limit.  Further- 
more, competition  for  those  scarce  local  resources  between  the 
refugees  and  the  native  indigenous  population  has  led  to  increased 
community  tensions  and  increased  dependence  by  refugees  on  public 
assistance. 

A.     Heavy  Concentration  of  Refugees  in  Some  Areas 

Since  the  inception  of  the  Indochinese  refugee  program  in  1975, 
over  500,000  Indochinese  have  been  admitted  to  the  United  States. 
Over  one-half  of  these  refugees  have  settled,  through  initial 
resettlement  or  secondary  migration,  in  the  States  of  California, 
Texas,  Washington,  and  Pennsylvania.     In  fact,  as  shown  in  the 
following  table,  ORR  estimates  that  as  of  July  1981  about  70  per- 
cent of  the  total  refugee  population  is  residing  within  10  States. 
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State 


Number 


Percent 


California 
Texas 

Washington 
Pennsylvania 


177,005 
45,812 
23,826 
19,980 
19,153 
17,001 
15,489 
15,327 
15,084 
11,901 


34.4% 
8.9 
4.6 
3.9 
3.7 
3.3 
3.0 
3.0 
2.9 
2.3 


Illinois 
Minnesota 
Oregon 


Virginia 
New  York 
Louisiana 


Total 
Other  States 


360,578 
154,037 


70.0% 
30.0 


Total 


514,615 


100.0% 


Refugees  are  not  only  settling  in  a  few  States,  but,  increas- 
ingly,  they  tend  to  congregate  in  certain  communities  within  these 
States.     According  to  the  National  Association  of  Counties,  over 
60  percent  of  the  Nation's  refugees  admitted  during  the  last  3 
years  (June  1978  -  July  1981)  were  placed  in  only  40  counties  in 
10  States.     In  California,  over  89  percent  of  its  177,000  refugees 
currently  live  in  7  counties.     Although  California  has  58  counties, 
7  of  its  counties  contain  more  refugees  than  that  of  40  States 
combined.     Los  Angeles  County  has  a  greater  refugee  population 
than  that  of  Texas  (the  State  with  the  second  largest  refugee 
population)  and  Orange  County,  California,  has  more  refugees  than 
the  State  of  Washington  (which  has  the  third  largest  refugee 
population  in  the  country). 

States,  counties,  and  communities  with  high  concentrations  of 
refugees  are  having  a  particularly  difficult  time  coping  with 
problems  caused  by  the  heavy  influx  of  refugees,  especially  more 
recent  refugees.     Newly  arrived  refugees  suffer  health  problems, 
have  fewer  skills,  and  are  often  illiterate,  even  in  their  own 
language.     Because  of  their  many  problems,  the  majority  of  newly 
arrived  refugees  are  dependent  on  welfare  and  public  assistance. 

Furthermore,   there  is  evidence  that  these  new  refugees  consume 
far  more  than  their  "fair  share"  of  community  resources.  For 
example,   in  San  Diego's  Linda  Vista  neighborhood,  refugees,  who 
comprise  about  25  percent  of  the  population,  consume  about  75 
percent  of  the  public  health  services  funds.     In  Orange  County, 
California,  refugees  constitute  about  1  percent  of  the  county's 
total  population;  yet,   25  percent  of  the  people  receiving  cash 
assistance  are  Indochinese  refugees. 

Many  new  refugees  have  moved  into  low-income  areas,  complicating 
the  situation  even  further.     This,   in  turn,  has  put  the  refugees 
in  competition  with  the  native  poor  for  a  shrinking  number  of  low- 
skill  jobs,  limited  public  housing,  health  services,  and  other 
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community  resources.     Competition  for  such  resources,   in  a  time 
when  overall  resources  are  being  constrained,  has  generated  so  much 
antirefugee  resentment  among  many  low- income  Calif ornians  that, 
according  to  California  State  officials,  major  community  conflicts 
may  soon  occur. 

The  steadily  increasing  concentration  of  refugees  in  a  few 
areas  is  directly  attributable  to  (1)  the  placement  policies  and 
practices  of  the  VOLAG's  and  (2)  the  ability  of  refugees  to  freely 
migrate,  after  initial  placement,  to  areas  already  hosting  large 
numbers  of  refugees. 

B .     VOLAG  Refugee  Placement  Policies  and  Practices 

VOLAG  refugee  placement  policies  and  practices  have  resulted 
in  heavy  concentrations  of  refugees  in  certain  geographic  areas. 
These  practices  have  adversely  affected  numerous  aspects  of  the 
refugee  resettlement  program.     Three  major  factors  have  caused 
this:     (1)  VOLAG's  are  reuniting  refugees  not  only  with  close 
relatives  but  also  with  distant  relatives  or  friends  under  the 
guise  of  "family  reunification;"   (2)  VOLAG's  have  a  tendency  to 
place  refugees,  even  those  without  close  friends  or  relatives, 
into  areas  where  they  have  the  appropriate  organization  and  staf- 
fing already  in  place;  and  (3)  VOLAG's  are  using  other  refugees, 
including  refugees  on  cash  assistance,  as  sponsors. 

1 .     Family  Reunification 

The  primary  factor  in  influencing  resettlement  of  Indo- 
Chinese  refugees  in  the  United  States  is  that  VOLAG's  give  the 
highest  priority  to  reuniting  families.     While  family  reunifi- 
cation is  a  commendable  goal,  loose  interpretation  by  the  VOLAG's 
of  what  constitutes  a  "family"  has  resulted  in  unduly  large 
numbers  of  refugees  being  placed  into  areas  already  heavily 
impacted  by  refugees. 

Voluntary  agencies  estimate  that  some  70-80  percent  of  the 
refugees  currently  arriving  in  the  United  States  are  "predestined" 
to  a  particular  location  on  the  basis  of  family  reunification. 
While  the  Investigative  Staff  was  unable  to  obtain  specific 
support  for  the  VOLAG  estimates,  a  1980  study  conducted  by  the 
Congressional  Research  Service  (CRS)   shows  that  more  than  immediate 
family  members — father,  mother,  children,  unmarried  siblings,  and 
grandparents — must  have  been  included  in  the  70-80  percent  total. 
According  to  this  study,  only  about  12.5  percent  of  over  32,000 
Indochinese  refugees  sampled  prior  to  their  departure  to  the 
United  States  had  close  family  ties  in  the  United  States. 

A  more  recent  study  on  refugee  family  relationships,  cur- 
rently being  conducted  by  the  U.S.  Coordinator's  Office,  provided 
data  similar  to  the  statistics  in  the  CRS  study.  Preliminary 
data  obtained  by  the  Investigative  Staff  shows  that  —  for  25,553 
refugees  sampled  between  July  20  and  September  15,  1981,  only 
4,961  refugees,  or  19.4  percent,  had  close  family  ties  in  the 
United  States. 
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One  resettlement  director  in  Texas  said  80  percent  of 
their  cases  are  "family  reunification"  but  only  5  percent  are 
immediate   (nuclear)   family.     Information  obtained  from  a  U.S. 
Catholic  Conference  field  report  stated  that  75  percent  of  their 
resettlements  were  "free  cases,"   i.e.,   no  family  or  friends, 
and  the  rest   (25  percent)   are  family  reunif icat ions . 

Staff  from  several  VOLAG  affiliates  in  Texas  and  California 
agreed  that  their  interpretation  of  the  family  reunification 
policy  included  not  only  the  immediate  family  but  also  distant 
relatives  and  friends.     They  noted  that,   based  on  their  experience, 
Indochinese  refugees  must  be  resettled  on  the  basis  of  the  expanded 
definition  because  resettlement  elsewhere  may  result  in  secondary 
migration  to  the  location  of  family  and  friends. 

Secondary  migration  is  occurring,  however,   and  in  large 
numbers.     Even  the  liberal  interpretation  of  family  reunification 
used  by  the  VOLAG ' s  is  not  preventing  secondary  migration. 
Further,  the  Investigative  Staff  was  repeatedly  told  that  family 
reunification  is  also  the  driving  force  behind  secondary  migration. 
Since  the  VOLAG' s  tend  to  let  the  refugee  select  his  place  of 
initial  resettlement,   family  reunification  would  not  appear  to  be 
the  driving  factor  behind  secondary  migration. 

The  VOLAG 's  perceptions  of  what  constitutes  a  family  needs 
to  be  clarified  due  to  the  adverse  impact  this  has  on  specific  geo- 
graphic locations  where  large  numbers  of  refugees  are  placed. 

A  recent  United  Nations  workshop  on  refugees  noted  that 
the  concept  of  a  family  was  being  abused  to  fill  refugee  quotas 
reserved  for  family  reunion.     Workshop  members  felt  that  priority 
should  be  given  to  reunifying  the  immediate  family,   but  not  the 
"extended"  family. 

2 .     Organization  and  Staffing  of  VOLAG 1 s 
Influence  Refugee  Placements 

Another  factor  influencing  the  placement  of  refugees  in 
a  particular  location  is  the  existence  of  local  affiliates  with 
appropriate  facilities  and  staffing  to  handle  refugee  resettlement. 
Several  VOLAG  officials  freely  admitted  that  this  was,   indeed,  the 
case.     For  example,  during  1980,   the  U.S.   Catholic  Conference  sent 
4,322  and  3,893  refugees  to  its  local  affiliates   in  Los  Angeles 
and  Orange  County,  California,  respectively.     Staffing  associated 
with  the  resettlement  effort  was  sizable,   14  and  13  full-time 
persons,  respectively. 

An  official  of  one  VOLAG,   the  American  Fund  for  Czechoslovak 
Refugees   (AFCR),   stated  that  AFCR  accepts  open  cases — that  is, 
refugees  with  no  known  friends  or  relatives  in  the  United  States 
for  resettlement  in  the  San  Francisco  area,  even  though  this 
area  is  recognized  as  already  being  heavily  impacted  by  refugees. 
AFCR,  however,  only  has  three  regional  offices,    located  in  Boston, 
Salt  Lake  City,   and  San  Francisco. 
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Bringing  open  cases  into  impacted  areas  is  not  a  practice 
unique  to  AFCR.     The  World  Relief  Refugee  Service,   another  VOLAG, 
recently  accepted  25  open  cases  over  a  2-month  period  for  resettle- 
ment into  heavily  impacted  Los  Angeles  County.     State  officials 
(all  from  California)    involved  in  refugee  resettlements  expressed 
similar  views — that  the  practice  of  bringing  open  cases  into 
already  impacted  areas  should  not  be  condoned,   that  the  Office  of 
the  U.S.  Coordinator  or  ORR  should  take  immediate  steps  to  halt 
this  practice. 

3 .     Refugee  Sponsors 

Historically,  refugee  sponsors  have  consisted  largely  of 
church  members  or  congregations  willing  to  contribute  financial 
assistance  and  other  services  to  refugees  to  help  make  them  self- 
sufficient  in  as  short  a  period  of  time  as  possible.  Sponsors 
were  also  needed  to  provide  incoming  refugees  with  information  and 
advice  about  numerous  aspects  of  American  life.     The  congregational 
type  of  sponsor,  however,  has  largely  "dried  up,"  due  to  the 
greatly  increased  numbers  of  new  arrivals,   some  bad  experiences 
with  refugees,  and  various  other  reasons.     As  a  result,  more  and 
more  refugees  are  being  sponsored  by  other  refugees,  including 
refugees  on  cash  assistance. 

Information  obtained  from  a  field  report  on  the  diocese  of 
Sacramento,  California,  dated  June  17,  1981,  covers  a  multitude  of 
problems  related  to  poor  placement  practices.     It  states: 


"The  principal  sponsorship  model  used  in  Sacramento  relies 
on  the  support  of  the  sponsoring  relative.     No  formal 
sponsor  evaluation  exists  other  than  an  agreement  to  the 
terms  of  the  sponsorship  affidavit.     Follow-up  services 
are  not  being  provided.     Sponsors  are  not  systematically 
given  orientation  materials  for  reference  to  the  resettle- 
ment process  and  the  sponsor's  role.     Relatives  are  not 
asked  whether  they  are  employed,  since  welfare  recipients 
have  not  been  discouraged  from  sponsoring  family  members. 
Public  assistance  is  used  quite  extensively  in  the  reset- 
tlement plan.     The  use  of  public  assistance  is  prevalent 
among  refugees  in  the  Sacramento  area.     Some  open  cases 
have  been  placed  with  church  groups  and  individuals.  The 
job  market  in  Sacramento  is  limited  in  its  availability  of 
entry-level  jobs  due  to  a  lack  of  industry  and  a  predomi- 
nant  'white  collar'   job  market.     The  Sacramento  diocese 
has  increased  its  caseload  to  the  degree  that  it  has  the 
second  largest  caseload  in  the  country.     We  attribute  this 
impact  to  a  number  of  family  sponsorships  which,  according 
to  our  New  York  office,  are  questionable.     There  was  one 
instance  where  as  many  as  50  persons  were  sponsored  by  a 
single  sponsor." 
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Refugee  officials  from  Oklahoma  stated  that  one  priest 
has  "sponsored"  over  5,000  refugees.     Similar  incidents  were 
related  to  the  Investigative  Staff  during  visits  to  County  Welfare 
Departments  and  others  involved  in  the  refugee  resettlement 
process . 

It  is  highly  unlikely  that  refugees  on  welfare  could 
provide  any  significant  financial  assistance  to  other  refugees 
nor  are  they  in  a  position  to  provide  information  and  advice  to 
others  about  aspects  of  American  life.     If  adequate  numbers  of 
qualified  sponsors  cannot  be  located,   such  information  should  be 
recognized  by  Federal  officials  responsible  for  refugee  resettle- 
ments, and  alternative  methods  should  be  found  to  meet  the  needs 
of  these  refugees.     These  officials  should  not  assume  that  the 
vast  majority  of  refugees  have  sponsors  who  can  fulfill  their 
obligations. 

Undoubtedly,   the  VOLAG's  practice  of  allowing  refugees 
to  act  as  sponsors  increases  substantially  the  impact  on  commu- 
nities which  already  have  large  refugee  populations. 

C .     Secondary  Migration 

Secondary  migration  of  Indochinese  refugees   is  a  major  problem, 
especially  for  the  State  of  California.     Indochinese  refugees  are 
continuing  to  impact  a  few  selected  counties,  not  only  because 
of  the  placement  practices  of  the  VOLAG's,  but  also  because  of 
secondary  migration;  i.e.,  refugees  move  from  their  initial  place- 
ment sites  to  other  locations  they  feel  are  more  desirable. 

ORR  estimates  that  California  has  received  about  37,000 
Indochinese  refugees  from  other  States.     However,  secondary 
migrants,  once  settled  in  California,  are  instrumental  in  attrac- 
ting more  refugees  to  California  from  overseas  camps  or  attracting 
refugees  from  other  States.     ORR  and  State  estimates  vary  consid- 
erably with  regard  to  the  total  number  of  refugees  in  California, 
due  largely  to  the  varying  methods  used  to  estimate  the  number 
of  secondary  migrants.     For  example,  as  of  June  1981,  California 
State  officials  estimated  their  refugee  population  at  190,784 
while  ORR  estimated  173,955 — a  difference  of  16,829. 

State  and  local  government  officials  from  Texas,  Oklahoma, 
New  Mexico,   and  Louisiana,   who  were  interviewed  generally  agreed 
that  higher  public  assistance  payments  were  probably  the  primary 
reason  for  secondary  migration  to  States  like  California  and 
Washington.     Some  of  them  observed: 

—     If  you  want  to  work,  you  go  to  Texas.     If  you  want  welfare 
or  a  free  education,  you  go  to  California. 

Refugees  go  to  California  because  friends  wrote  them  that 
the  benefits  are  much  higher  there  than  in  Texas. 
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The  impact  of  secondary  migration  on  State  and  local  govern- 
ments is  significant  and  growing.     Secondary  migrants  cause 
special  problems  for  State  and  local  governments  with  comparativel 
high  levels  of  cash  and  other  benefits  because  they  draw  heavily 
on  these  resources.     For  example,   in  Los  Angeles  County,  secondary 
migration  accounts  for  roughly  half  the  welfare  intake  each 
month.     Further,   the  average  length  of  time  for  secondary  migrants 
on  welfare  was  43  months  compared  to  25  months  for  refugees 
directly  resettled  into  the  county. 
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Mr.  Natcher.  I  would  like  to  read  to  you  just  a  portion  of  the 
Executive  Summary  of  the  study  and  ask  for  your  opinion  of  the 
conclusion  and  I  quote,  "Even  though  there  has  been  a  heavy  com- 
mitment of  funds,  resources,  and  personnel  at  the  federal,  state, 
and  local  government  levels,  the  refugee  assistance  programs  have 
not  succeeded  in  their  basic  objective  or  decreasing  the  level  of  de- 
pendency of  refugees  participating  in  the  programs.  In  fact,  the  de- 
pendency assistance  has  steadily  increased  since  1975,  the  year  the 
Indochinese  Refugee  Assistance  Program  was  initiated.  As  of  June 
1981,  the  nationwide  dependency  rate  reported  by  the  Office  of  Ref- 
ugee Resettlement  was  67  percent  and  growing.  This  discouraging 
picture  and  prognosis  exists  after  program  costs  of  more  than  $2.1 
billion  from  all  sources  during  fiscal  year  1981 — up  from  $1.7  bil- 
lion expended  during  fiscal  year  1980." 

"What  is  even  more  worrisome  than  the  immediate  dismal  situa- 
tion are  indications  that  a  strong  constituency  is  being  formed 
among  refugees  which  expects  continued  assistance  over  a  pro- 
longed period  of  time.  Most  of  the  aid  recipients  are  being  nurtured 
so  that  all  of  their  wants  are  being  catered  to  without  much  work, 
effort  or  sacrifice  on  their  part.  Thus,  a  philosophy  or  attitude  is 
being  engendered,  directly  and  indirectly,  that  they  have  a  vested 
right,  entitlement  if  you  will,  to  money,  housing,  food,  clothing, 
medical  attention  and  educational  allowances  from  federal,  state, 
and  local  government  sources." 

Now  that  ends  that  part  of  the  quote.  Mr.  Commissioner,  are  you 
as  pessimistic  about  the  refugee  program  as  our  investigative  staff 
apparently  is? 

Mr.  Svahn.  Well,  I  don't  know  that  "pessimistic"  describes  my 
feeling.  I  think  that  I  would  tend  to  agree  with  the  report  quota- 
tion that  you  have  just  given  there  in  terms  of  the  refugee  program 
at  the  present  time  in  the  United  States. 

As  I  indicated,  Mr.  Hawkes  has  been  working  diligently  to  try  to 
clean  up  some  of  the  problems  that  we  found  last  spring  in  the  ref- 
ugee programs. 

One  of  these  problems,  about  which  he  and  I  have  talked  at 
length  and  which  I  will  ask  him  to  expand  on,  is  the  fact  that 
many  refugees  do  have  the  belief  that  refugee  assistance  is  an  enti- 
tlement for  which  they  are  automatically  eligible  and  which  they 
will  receive  for  at  least  three  years  after  they  arrive  in  the  United 
States.  We  are  working  to  change  that  belief  on  the  part  of  the  ref- 
ugee population. 

Phil  might  want  to  add  to  that. 

Mr.  Hawkes.  After  the  passage  of  the  Refugee  Act  of  1980,  the 
word  generally  went  out  to  the  refugee  camps  overseas  via  letters 
from  people  already  in  the  United  States,  that  the  new  law  prom- 
ised in  effect,  36  months  of  benefits  to  refugees.  Refugees  coming  to 
the  U.S.  believed  that  they  were  entitled  to  36  months  of  all  of 
those  benefits  you  mentioned  earlier.  However,  I  think  we  must 
also  remember  that  this  more  recent  refugee  population  has  been 
much  less  able  to  cope  with  the  difficulties  of  finding  employment 
in  the  United  States  than  were  earlier  arrivals.  These  people  are 
very  often  pre-literate,  and  they  tend  to  require  additional  services 
and  more  attention  than  refugees  who  arrived  in  1975  or  earlier. 
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Mr.  Natcher.  At  this  point  if  you  will  place  a  formal  response  to 
the  investigative  report,  in  detail,  if  you  will,  please. 
[The  information  follows:] 
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Response  to  the  Report  of  the  Surveys  and  Investigations  Staff  to 
the  House  Appropriations  Committee  on  the  Refugee  Assistance 
Programs  Administered  by  the  Department  of  Health  and  Human 
Services. 

The  Report  of  the  Surveys  and  Investigations  Staff  on  refugee 
assistance  programs  covers  many  aspects  of  domestic  refugee 
resettlement.     ORR  will  respond  to  six  major  problems  raised  by 
the  report:     The  lack  of  management  direction  by  ORR,  the  absence 
of  a  mechanism  to  evaluate  the  effectiveness  of  social  services 
programs,  problems  related  to  funding  of  social  services  programs, 
the  high  level  of  dependency  among  Southeast  Asian  refugees,  the 
ability  of  refugees  to  refuse  jobs  without  losing  benefits,  and 
the  high  cost  of  cash  and  medical  assistance  to  refugees. 

A)  Lack  of  Management  Direction  By  ORR 

ORR  has  invested  extensive  time  and  effort  in  the 
provision  of  guidance  to  the  States.    A  major  function  of  the  ORR 
Regional  Offices  has  been  to  provide  technical  assistance  and 
policy  guidance  to  States  whose  differing  political  and 
administrative  structures  often  require  different  implementation 
strategies.     The  Regional  Offices  work  with  States  on  an  on-going 
basis  to  articulate  ORR  expectations  as  to  program  goals.    ORR  is 
also  currently  completing  two  major  guidance  initiatives.  First, 
ORR  is  finalizing  guidelines  to  the  States  to  enable  them  to 
submit  final  approvable  State  Plans.     The  development  of  such 
guidelines  has  been  rendered  more  complex  and  time-consuming  by 
the  Paperwork  Reduction  Act,  but  we  now  anticipate  0MB  clearance 
of  our  guidelines  and  related  procedures.     One  of  the  major 
emphases  of  the  guidelines  is  the  priority  which  they  place  on  the 
objective  of  refugee  self-sufficiency.     State  plans  which  fail  to 
address  this  priority  in  describing  strategies  for  linking 
economic  assistance  and  social  services  will  be  returned  to 
originating  States  for  modification. 

Secondly,  we  are  working  to  help  the  States  increase  the 
effectiveness  of  social  services.     In  line  with  the  emphasis  on 
refugee  self-sufficiency,  the  States  are  asked  to  give  priority  to 
English  language  training  and  vocational  training  and  services  and 
specifically  link  language  training  with  employment  prospects.  To 
aid  them  in  this  effort,  ORR  is  working  intensively  on  preparation 
of  model  English  as  a  Second  Language  (ESL)  programs  of  proven 
effectiveness  for  distribution  to  the  States.     Another  similar 
effort  is  being  made  to  identify  best  practices  of  employment 
projects,  and  the  results  of  this  work  will  likewise  be  made 
available  through  a  series  of  technical  assistance  efforts 
conducted  through  Regional  offices. 

B)  Absence  of  Mechanism  to  Evaluate  the  Effectiveness  of 
Social  Services  Programs 

ORR  has  taken  several  steps  to  evaluate  the 
effectiveness  of  social  services  programs.     First,  ORR  has 
contracted  with  Opportunity  Systems  Inc.,   (OSl) ,  on  an  ongoing 
basis  to  survey  the  status  of  Southeast  Asian    refugees.  The 


1004 


results  of  the  OSI  surveys  have  shown  that  the  greater  the 
English-speaking  ability  of  Southeast  Asian  refugees,  the  greater 
the  employment  rates  and  income  levels  of  these  refugees.  Second, 
during  FY  1981,  ORR  contracted  for  two  evaluation  studies  relating 
to  social  services:     one  study  to  evaluate  the  extent  and  effects 
of  English  language  training  on  refugees,  and  the  other  to 
identify  and  assess  the  relative  effectiveness  of  different 
services  and  service  strategies  employed  within  the  refugee 
program  to  help  refugees  achieve  economic  self-sufficiency.  Some 
of  the  results  of  these  two  evaluation  studies  will  be  available 
during  FY  1982  and  will  provide  insight  into  the  effectiveness  of 
ORR's  social  services  programs.    Finally,  ORR  is  currently 
completing  guidelines  to  States  to  ensure  that  the  State  Plans  and 
grant  applications  address  the  critical  need  to  link 
State-administered  programs  with  refugee  self-sufficiency. 

C)      Problems  Related  to  Funding  of  Social  Services  Programs 

The  report  states  that  "ORR's  inability  to  demonstrate 
the  effectiveness  of  social  service  programs  in  expediting  the 
refugees'  attainment  of  self-sufficiency  is  considered  to  be  a 
major  factor  in  the  cutback  of  social  services  in  the  FY  1983 
budget."    The  report  subsequently  pointed  out  that  ORR's  budgeting 
methodology  for  social  services  is  principally  based  on  the 
estimated  refugee  admissions  in  the  budget  year.    These  two 
statements  must  be  linked.    As  the  annual  refugee  arrival  levels 
decline,  the  current  budgeting  methodology  inevitably  results  in 
decreased  social  services  budget  requests,  independent  of  whether 
such  programs  are  or  are  not  effective.    ORR  attempted  to  change 
the  budgeting  methodology,  but  was  unsuccessful.    However,  it  is 
this  fact,  not  the  inability  to  demonstrate  the  ineffectiveness  of 
social  services,  which  has  resulted  in  a  decline  in  the  budget 
request. 

Mention  was  made  of  the  action  of  the  Office  of 
Management  and  Budget  (0MB)  to  withhold  social  services  monies  to 
build  a  reserve  for  possible  shortages  in  cash  and  medical 
assistance  during  FY  1981.    At  that  time,  such  a  possibility 
existed,  due  to  the  unexpected  rapid  and  sharp  increase  in  refugee 
dependency.    The  budget  had  assumed  a  rate  of  49$  while  the  actual 
rate  eventually  peaked  at  61% .    Without  seeking  supplemental 
funding  from  the  Congress,  0MB  felt  it  was  necessary  and 
appropriate  to  have  a  set-aside  to  cover  what  appeared  to  be  a 
potential  shortage  in  cash  assistance.    When  ORR  was  able  to 
demonstrate  that  other  alternatives  to  fund  cash  assistance 
existed  and  that  the  deficit  was  not  as  great  as  projected,  0MB 
did  release  the  monies  for  social  services. 

ORR  believes  such  withholding  of  funds  from  social 
services  (and/or  any  other  activity  within  the  Refugee  budget) 
will  not  be  necessary  in  the  future,  due  to  a  more  stabilized 
funding  situation.     This  is  the  result  principally  of  the  new 
refugee  cash  assistance  policy  to  be  effective  April  1,  1982,  and 
revisions  of  the  budget  assumptions  to  reflect  more  current 
program  data. 
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D)      High  Level  of  Dependency  Among  Southeast  Asian  Refugees. 

The  report  cites  several  reasons  for  the  rise  in  refugee 
welfare  dependency  since  1975 •    ORR  agrees  that  a  67$  dependency 
rate  is  too  high  and  must  be  reduced.     We  do  not,  however,  view 
welfare  benefit  levels  as  a  major  determinant  of  welfare 
dependency.     If  this  were  the  case,  we  should  expect  to  see  needy 
Americans  drawn  to  welfare  on  much  the  same  basis  as  alleged  of 
the  refugees,  but  high  welfare  dependency  among  Americans  has  not 
corresponded  in  the  same  ratio  to  public  assistance  benefits. 

ORR  sees  the  refugee  dependency  rate  as  a  function  of  a 
number  of  factors.     The  first  among  these  concerns  the  changing 
characteristics  of  the  refugee  population.    Refugees  who  arrived 
in  the  U.S.  during  the  early  years  of  the  program  tended  to  be 
from  urban  areas,  better  educated  and  possessing  readily 
transf errable  skills  in  terms  of  the  requirements  of  an 
industrialized  society.     These  early  arrivals  had  substantial 
exposure  to  Western  culture  and  were  typically  able  to  acquire 
English  readily,  if  they  were  not  already  moderately  fluent. 
Refugees  currently  arriving  are,  to  a  far  larger  extent,  from 
rural  areas  and  possess  only  agrarian  skills.    Many  of  them  are 
not  literate  before  they  begin  instruction  in  the  English 
language.     Such  people  are  at  a  severe  disadvantage  in  the  labor 
market  and  require  intensive  job  and  language  training  before  they 
can  be  made  employable. 

A  second  factor  is,  as  the  report  states,  the  high 
concentrations  of  refugees  in  certain  areas.     This  factor  is 
exacerbated  by  the  fact  that,  during  part  of  1979,  1980,  and  part 
of  1981,  over  14,000  Southeast  Asian  refugees  were  admitted  to  the 
United  States  each  month.     The  Department  of  Health  and  Human 
Services  (HHS)  has  recently  been  delegated  the  responsibility  to 
develop  and  coordinate  refugee  placement  policy,  and  is  currently 
fashioning  such  a  policy  to  alleviate  the  problems  cited  in  the 
report.     HHS  is  working  with  the  Department  of  State  and  the 
voluntary  agencies  on  altering  current  policy.     We  are  already 
seeing  results  with  the  FY  1982  refugee  admissions.     From  October 
1981  through  January  1982,  the  state  of  California  received  just 
under  one-fourth  of  the  new  Southeast  Asian  arrivals,  compared 
with  about  30  percent  in  earlier  years. 

The  placement  policy  that  HHS  ultimately  adopts  will 
also  address  the  issues  of  family  reunification  and  refugee 
sponsors,  both  raised  in  the  report.     ORR  also  believes  that  the 
current  interpretation  of  family  reunification  has  been  too  broad 
and  intends  to  narrow  it  substantially.     ORR  is  also  assessing  the 
efficacy  of  refugees,  who  may  be  on  welfare  themselves,  acting  as 
sponsors  to  newly  arriving  refugees.    When  a  final  refugee 
placement  policy  is  adopted,  ORR  will  make  it  available  to  the 
Committee  and  will  be  happy  to  discuss  its  development. 

A  third  factor  in  the  higher  dependency  rate  is  what  has 
been  perceived  as  an  "entitlement  mentality"  in  those  refugees  who 
arrived  since  passage  of  the  Refugee  Act  of  1980.     Soon  after  the 
Act  passed,  resettlement  workers  reported  that  newly  arriving 
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refugees  had  already  received  word  from  the  U.S.  that  they  would 
be  entitled  to  36  months  of  assistance  once  they  came  to  this 
country.    With  that  idea  in  mind,  many  refugees  were  relying  on 
assistance  in  order  to  get  as  much  education  and  training  as 
possible,  and,  in  fact,  some  service  providers  were  setting  up 
multi-year  programs  for  arriving  refugees.    We  believe  that  our 
new  policy  of  providing  refugee  cash  and  medical  assistance  to 
non-categorically  eligible  refugees  for  18  months  instead  of  36 
will  work  towards  dispelling  this  entitlement  mentality. 

Finally,  an  important  factor  in  the  rising  refugee 
dependency  rate  was  the  statutorily  mandated  36-month  limit  on 
assistance  which  went  into  effect  on  April  1,  1981.  The 
calculation  of  refugee  dependency  rates  is  basically  the  quotient 
of  all  those  refugees  receiving  assistance  and  all  eligible 
refugees.    After  April  1,  1981,  the  number  of  eligible  refugees 
dropped  significantly  because  all  of  the  refugees  who  had  been  in 
the  U.S.  more  than  36  months  on  that  day  were  no  longer  included 
in  that  figure.    Thus,  the  denominator  of  the  refugee  dependency 
rate  quotient  decreased,  forcing  the  dependency  rate  up. 

E)      Ability  of  Refugees  to  Refuse  Jobs  Without  Losing 
Benefits 

The  report  raises  the  concern  that  "(c)urrent  ORR 
regulations  permit  an  employable  18-  to  21-year  old  refugee  who 
lives  alone  (or  with  a  family  which  exceeds  AFDC  assistance 
standards)  to  attend  college  classes  and  receive  cash  assistance 
without  meeting  any  requirements  for  work  search."    The  report 
states  that,  for  the  non-refugee  population,  18-  to  21-year  olds 
can  only  receive  cash  assistance,  without  meeting  the  "work  search 
requirements,"  if  they  are  a  member  of  and  reside  with  an 
AFDC-eligible  family.    While  this  issue  was  brought  up  in  relation 
to  California,  it  relates  to  other  States  as  well. 

Action  Transmittals  76-160  and  80-6  exempt  18-21  year 
olds,  who  are  attending  school  or  training  full-time  from  work 
registration.     The  intent  when  instituting  this  requirement  was  to 
make  Refugee  Cash  Assistance  (RCA)  conform  as  closely  as  possible 
to  AFDC,  which  had  a  similar  exemption.    However,  it  was 
envisioned  that  the  beneficiaries  of  this  requirement  would  be 
18-21  year  olds  who  were  part  of  families  receiving  RCA.     In  all 
probability,  the  effects  cited  in  the  report  were  unintended. 

The  recent  AFDC  changes  preclude  19-21  year  olds  from 
receiving  aid  and  permit  18-year  olds  to  receive  assistance  only 
when  in  high  school  and  part  of  and  living  with  an  AFDC  eligible 
family.     ORR  is  reassessing  its  relevant  Action  Transmittals. 

The  report  also  states  that  "refugees  can  supplement 
their  income  by  working  and  still  receive  the  full  amount  of  their 
welfare  payments."    The  waiver  of  the  100  hour  rule  is  cited  as 
the  cause  of  this  circumstance.     These  statements  are  incorrect. 
Earned  income  is  counted  against  a  refugee's  aid  payment,  using 
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either  the  30  and  a  third  disregard  or  a  dollar  for  dollar 
disregard,  depending  on  the  situation.    The  waiver  of  the  100  hour 
rule  allows  refugees  to  work  more  than  100  hours  and  still  receive 
assistance  if  they  meet  the  other  eligibility  requirements. 
However,  the  earned  income  is  still  counted  against  the  payment. 
In  fact,  the  waiver  is  a  work  incentive  "because  it  encourages 
recipients  with  large  families  to  take  full-time  low  paying  jots. 
With  the  waiver,  the  recipient's  income  from  work  is  supplemented 
by  a  partial  cash  assistance  grant.    Without  the  waiver,  the 
recipient  is  not  likely  to  take  a  low  paying  job  because  he  would 
receive  a  larger  welfare  payment  than  salary.     Thus,  the  waiver 
encourages  work  and  saves  the  government  money. 

F)      High  Cost  of  Cash  and  Medical  Assistance  to  Refugees 

The  report  mentions  wide  variations  in  the  per  capita 
costs  of  refugees  resettled  in  selected  States.     It  suggests  that 
there  may  be  a  correlation  between  "the  higher  dependency  rates  of 
refugees  and  the  higher  assistance  levels  existing  in  certain 
States."    ORR  does  not  believe  the  average  cost  per  refugee 
resettled  as  necessarily  a  good  indicator  of  the  above  or  any 
other  relationships.    As  stated  earlier,  many  factors  affect  the 
high  refugee  dependency  rate,  including  the  nature  of  the  arriving 
refugee  population,  the  previously  high  arrival  rates  of  refugees, 
and  the  change  in  the  calculation  of  refugee  dependency. 
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REFUGEE  DEPENDENCY  RATES 

Mr.  Natcher.  The  dependency  rates  in  this  study  relates  to  refu- 
gees who  have  been  in  this  country  for  less  than  three  years.  What 
can  you  tell  us  about  refugees  who  arrived  in  1975  and  1976. 

Mr.  Svahn.  As  I  indicated,  the  refugees  who  arrived  in  1975  and 
1976,  Mr.  Chairman,  were  in  the  main  highly-educated.  They  spoke 
English  and  had  employment  skills  that  they  were  able  to  transfer 
almost  immediately  into  our  culture.  In  fact,  most  of  that  first 
wave  who  came  here  in  1975  had  worked  for  the  United  States  in 
one  capacity  or  another  in  Southeast  Asia  and  were  able  to  adjust 
very  quickly  to  life  in  this  country. 

As  Mr.  Hawkes  has  said,  the  refugees  arriving  now  are  much  dif- 
ferent. Perhaps  Phil  can  speak  specifically  about  some  of  their 
characteristics.  But,  on  the  whole,  they  don't  speak  English. 

Mr.  Natcher.  Can  you  tell  us  at  this  point  as  to  how  many  of 
these  people,  what  percentage  of  them  are  on  welfare  now,  the 
ones  who  arrived  in  1975  and  1976?  Any  idea? 

Mr.  Hawkes.  Probably  less  than  29,  25,  something  like  that,  per- 
cent. I  am  not  sure,  Mr.  Chairman.  I  would  rather  respond  to  that 
in  writing,  if  I  may. 

Mr.  Natcher.  In  the  record,  that  will  be  fine. 

[The  information  follows:] 

Dependency  Rates  of  Refugee  Arrivals — 1975-76 

In  1975,  over  130,000  Southeast  Asian  refugees  arrived  in  the  U.S.,  while  during 
1976,  just  under  14,500  refugees  arrived  from  Southeast  Asia.  Data  available  to 
ORR,  gathered  in  October  and  November  of  1980,  show  the  following  dependency 
rates  for  those  1975-76  refugees  (by  household): 


Year  of  entry 

Percent  of  households  receiving- 
Refugee  financial  Supplementary 
assistance        security  income 

1975  

  14.7 

7.5 

1976  

  38.6 

8.6 

[This  information  is  unpublished  data  from  the  Ninth  Wave  Survey  of  Indochinese 
Refugees  done  by  Opportunity  Systems  Incorporated  for  the  Office  of  Refugee  Reset- 
tlement. The  data  includes  sampled  refugees  from  Vietnam,  Cambodia  and  Laos.] 

Mr.  Svahn.  We  will  break  that  information  out  between  SSI  and 
AFDC,  because  I  imagine  in  the  main  you  are  talking  about  SSI 

cases. 

Mr.  Natcher.  All  right.  Is  there  any  hard  empirical  evidence  to 
verify  that  refugees  who  receive  English  language  or  vocational 
training  have  a  lower  level  of  welfare  dependency  than  those  who 
do  not  receive  training? 

Mr.  Hawkes.  Mr.  Chairman,  we  don't  have  that  kind  of  statisti- 
cal evidence  specifically.  However,  we  do  have  some  good  evidence 
that  refugees  who  are  fluent  in  English  actually  have  an  unem- 
ployment rate  lower  than  the  national  average.  We  also  know  that 
refugees  who  do  not  have  English  skills  have  almost  no  opportuni- 
ty to  get  jobs,  even  if  they  have  employment  skills  directly  applica- 
ble to  our  economy.  Trained  people  with  specific  trades  who  come 
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to  this  country  are  unable  to  get  jobs  because  they  cannot  speak 
the  language.  So  we  believe  our  English  language  programs,  which 
allow  them  to  gain  language  skills,  do  help  them  to  become  em- 
ployed. 

Mr.  Natcher.  Mr.  Svahn,  we  want  to  thank  you  and  your  asso- 
ciates for  appearing  before  the  committee.  We  will  have  a  number 
of  questions  for  you  to  ansower  for  the  record.  Thank  you. 

[Clerk's  note. — There  are  other  references  to  the  refugee  budget 
in  the  general  social  security  hearings  preceding  this  transcript.] 

Education  Assistance 

Mr.  Natcher.  There  seems  to  be  some  confusion  among  the  States  regarding  the 
amount  of  education  assistance  available  during  the  current  academic  year.  Our  re- 
cords indicate  that  $44  million  was  provided  in  forward  funding  in  1981.  Now  your 
justification  shows  $23  million.  How  much  money  do  you  intend  to  allocate  to  the 
school  districts  during  the  academic  year? 

Mr.  Hawkes.  The  fiscal  year  1981  budget  did  contain  $44  million  for  Refugee  Chil- 
dren Education  Assistance,  which  originally  was  for  the  1981-1982  academic  year. 
However,  two  things  happened  during  fiscal  year  1981.  First,  ORR  carried  over  $23 
million  in  unused  fiscal  year  1980  funds  and  obligated  them  through  the  Depart- 
ment of  Education  during  fiscal  year  1981.  Second,  none  of  the  $44  million  in  fiscal 
year  1981  funds  was  obligated  during  fiscal  year  1981.  Thus,  the  fiscal  year  1981 
column  of  ORR's  budget  justification  document  shows  the  actual  level  of  fiscal  year 

1981  obligations:  $23  million. 

The  $44  million  in  fiscal  year  1981  funds  for  Refugee  Children  Education  Assist- 
ance were  carried  into  fiscal  year  1982.  Half  of  these  monies,  $22  million,  was  obli- 
gated to  the  Department  of  Education  and  given  to  school  districts  for  the  1981-1982 
year.  The  remaining  unobligated  fiscal  year  1981  funds  of  $22  million  are  proposed 
for  reprogramming  into  refugee  cash  and  medical  assistance  due  to  the  delay  in  im- 
plementation of  the  new  policy. 

Mr.  Natcher.  As  we  understand  the  current  problems,  your  shortfall  in  funds  for 
cash  and  medical  assistance  is  the  direct  result  of  your  delay  in  issuing  the  new 
regulation.  Is  it  fair  to  ask  these  school  districts  to  pay  for  the  Department's  delay? 

Mr.  Hawkes.  The  Department  of  Health  and  Human  Services  (HHS)  delayed  im- 
plementation of  the  proposed  cash  and  medical  assistance  policy  past  February  1, 
1982,  for  several  reasons,  including  the  need  to  provide  States  adequate  time  to  im- 
plement the  policy.  Each  month's  delay  in  the  implementation  of  the  new  policy 
cost  an  estimated  $12-$  15  million  in  refugee  cash  and  medical  assistance  (CM A). 
The  two  month  delay  until  April  1,  1982,  therefore  cost  an  additional  $24-$30  mil- 
lion over  the  current  resources  available  for  CMA  in  1982. 

HHS  chose  to  reprogram  funds  out  of  Refugee  Children  Education  Assistance  to 
avoid  funding  problems  in  refugee  CMA  during  fiscal  year  1982.  It  was  believed  that 
even  with  this  reprogramming,  an  even  level  of  funding  would  exist  for  this  pro- 
gram over  the  academic  years  1980-1981,  1981-1982,  and  1982-1983. 

Mr.  Natcher.  Are  we  in  agreement  that  unless  this  Committee  approves  a  repro- 
gramming request  that  the  full  $44  million  will  be  allocated  to  the  schools  this 
year? 

Mr.  Hawkes.  If  ORR's  reprogramming  request  is  not  approved  by  the  Committee, 
then  there  would  be  nearly  $64  million  that  will  be  allocated  to  the  schools  during 
fiscal  year  1982.  This  will  consist  of  the  $44  million  from  the  1981  budget,  and  the 
nearly  $20  million  authorized  for  fiscal  year  1982  under  the  present  Continuing  Res- 
olution. 

At  this  point,  the  first  $22  million  from  1981  has  been  obligated  and  transferred 
to  the  Department  of  Education  for  the  school  year  1981-82.  The  $20  million  in  the 

1982  budget  will  be  obligated  late  in  fiscal  year  1982  for  the  school  year  1982-1983. 
It  is  the  remaining  $22  million  unobligated  from  fiscal  year  1981  that  is  proposed 
for  reprogramming.  If  the  Committee  denies  ORR's  request,  the  monies  will  be  obli- 
gated in  fiscal  year  1982.  However,  it  is  not  known  if  the  entire  $22  million  will  be 
used  for  the  1981-82  school  year,  or  if  the  total  would  be  used  for  the  1982-83  school 
year,  or  if  it  would  be  divided  by  some  formula  and  be  used  for  the  two  school  years 
(1981-82  and  1982-83). 
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FUTURE  REFUGEE  INFLUXES 

Mr.  Natcher.  Are  there  any  emergency  funds  available  to  the  President  if  we 
should  receive  a  new  influx  of  refugees  from  some  new  sources  such  as  Poland? 

Mr.  Hawkes.  The  ORR  budget  is  strictly  based  on  the  annual  admissions  levels 
agreed  to  by  the  Congress  and  the  Administration  in  the  consultation  process  con- 
ducted before  the  beginning  of  each  fiscal  year.  However,  if  the  expected  9,000  refu- 
gees covered  under  the  ORR  Matching  Grant  program  do  not  arrive,  ORR  will  have 
a  limited  level  of  uncommitted  resources  in  that  program  which  could  be  targeted 
on  limited  unanticipated  refugee  arrivals.  However,  there  are  no  contingency  or  re- 
serve funds  in  either  the  ORR  or  any  other  HHS  budget  to  account  for  sudden  inter- 
national changes  that  may  result  in  unexpected  and  substantial  increases  in  refugee 
admissions.  ORR  would  have  to  request  supplemental  funding  in  such  an  event. 

Mr.  Natcher.  Is  there  a  current  contingency  plan  to  deal  with  such  a  possibility 
if  it  occurs? 

Mr.  Hawkes.  The  planning  with  regards  to  the  possibility  of  such  an  influx  is 
being  carried  out  by  the  Office  of  Contingency  Planning,  which  was  recently  estab- 
lished in  the  Department  of  State's  Bureau  of  Refugee  Programs.  If  an  influx  of  new 
refugees  occurred  or  seemed  imminent,  HHS  would  expect  to  participate  in  any 
effort  set  up  to  deal  with  the  emergency. 

NEW  REFUGEE  REGULATIONS 

Mr.  Natcher.  I  believe  that  your  new  refugee  regulations  were  initially  supposed 
to  be  effective  on  January  1st.  Why  has  this  been  delayed  for  3  months? 

Mr.  Hawkes.  The  regulations  were  initially  scheduled  to  go  into  effect  February 
1,  1982.  The  Department  decided  to  delay  the  effective  date  until  April  1,  1982,  in 
response  to  comments  received  on  the  proposed  regulation,  principally  recommenda- 
tions from  State  officials  and  Members  of  Congress. 

Mr.  Natcher.  Have  you  made  any  changes  in  these  regulations  during  the  last  3 
months? 

Mr.  Hawkes.  No  substantive  change  was  made  in  the  proposed  regulation.  How- 
ever, in  response  to  comments,  language  was  inserted  to  make  clear  that  the  admin- 
istative  costs  of  providing  cash  and  medical  assistance  would  be  covered. 

Mr.  Natcher.  What  has  been  the  cost  to  the  Treasury  associated  with  this  delay? 

Mr.  Hawkes.  ORR  estimates  that  each  month's  delay  in  implementing  the  new 
cash  and  medical  assistance  policy  costs  the  Federal  government  about  $12-$  15  mil- 
lion. Thus,  the  delay  from  January  1  to  April  1,  1982,  has  cost  an  estimated  $36-$45 
million  to  the  Federal  government. 

FUTURE  OF  INDOCHINESE  PROGRAM 

Mr.  Natcher.  The  Indochinese  program  is  now  almost  7  years  old.  Can  you  tell  us 
how  long  the  Administration  plans  to  continue  its  support  for  a  special  entry  pro- 
gram for  Southeast  Asian  refugees? 

Mr.  Hawkes.  Future  refugee  flows  are  difficult  to  predict  since  they  depend  on 
events  occuring  in  other  countries — in  this  instance  in  Southeast  Asia.  At  present, 
we  anticipate  reductions  in  both  1982  and  1983  in  the  numbers  of  Southeast  Asian 
refugees,  and  the  general  outlook  would  be  for  further  reductions  subsequently.  The 
estimate  for  fiscal  year  1983  is  of  course  quite  tentative  at  this  point  since  1983  refu- 
gee admissions  levels  will  be  the  subject  of  Congressional  consultations  prior  to  next 
October  1  under  the  provisions  of  the  Refugee  Act. 

REFUGEE  ARRIVALS 

Mr.  Natcher.  How  many  refugees  are  expected  to  arrive  in  this  country  during 
fiscal  year  1982  and  fiscal  year  1983? 

Mr.  Hawkes.  The  President  announced  in  October  1981  that  the  1982  refugee  ad- 
missions level  would  be  a  maximum  of  140,000.  Of  this  number,  100,000  would  be 
Southeast  Asian  refugees,  9,000  Soviet  Jewish  refugees,  and  31,000  refugees  from  all 
other  parts  of  the  world.  No  entrants  are  projected  to  enter  the  country  in  fiscal 
year  1982. 

For  fiscal  year  1983,  the  Refugee  and  Entrant  budget  request  is  based  on  an  esti- 
mate of  114,500  refugees  and  no  entrant  admissions  in  1983.  The  refugee  estimate  is 
comprised  of  72,000  Southeast  Asians  11,000  Soviet  Jews  and  31,500  other  refugees. 

Mr.  Natcher.  The  number  of  refugees  arriving  from  Southeast  Asia  has  been  con- 
sistently below  your  projections.  What  accounts  for  the  slowdown  in  refugee  arriv- 
als? 
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Mr.  Hawkes.  This  question  has  been  referred  to  the  Bureau  for  Refugee  Pro- 
grams, Department  of  State,  for  response.  The  bureau  will  respond  directly  to  the 
subcommittee. 

[The  information  follows:] 

Question.  The  number  of  refugees  arriving  from  Southeast  Asia  has  been  consist- 
ently below  your  projections.  What  accounts  for  the  slowdown  in  refugee  arrivals? 

State  Department.  The  admissions  figures  reached  each  year  in  consultations  be- 
tween the  Executive  Branch  and  Congress  are  ceilings,  or  upper  limits,  on  the 
number  of  refugees  which  can  be  brought  to  the  U.S.  in  the  succeeding  fiscal  year; 
they  are  not  targets  or  projections  of  the  actual  numbers  that  will  be  admitted. 
They  are  based  on  the  best  estimates  the  Department  can  make  of  those  refugees 
which  may  be  resettled  in  the  United  States  in  these  volatile  situations. 

Several  factors  need  be  considered  in  arriving  at  the  ceilings  for  the  Indochinese 
refugees.  First  of  all  is  the  need  to  maintain  first  asylum  for  refugees  in  the  neigh- 
boring countries  of  Southeast  Asia  which  with  very  few  exceptions  will  not  permit 
these  refugees  to  resettle  in  their  own  countries.  Confronted  with  rapid  and  massive 
build-ups  in  refugee  populations,  these  countries  have  in  the  past  reacted  by  push- 
ing off  refugee  boats  and  by  attempting  forcibly  to  repatriate  refugees,  practices 
which  caused  much  death  and  suffering  among  refugees.  The  voluntary  repatriation 
of  these  refugees  depends  on  the  willingness  of  the  govenments  of  their  former 
homelands  to  receive  them  and  their  own  desire  to  return.  On  the  latter  point  only 
the  Lao  Government  has  been  willing  to  implement  a  UNHCR-sponsored  voluntary 
repatriation  scheme.  Over  a  15-month  period  only  some  1,500  have  returned. 

Resettlement  of  refugees  in  the  other  countries  is  one  way  to  prevent  such  popula- 
tion build-ups  and  thereby  reduce  the  potential  for  the  tragic  outcomes  mentioned 
above.  In  addition,  to  maintain  and  enhance  our  present  good  relations  with  the 
countries  of  first  asylum,  we  want  to  alleviate  the  social  and  economic  burdens  they 
bear  as  a  result  of  the  refugee  in-flows  since  1975.  The  U.S.  also  strongly  supports 
the  principle  that  the  international  community  as  a  whole  is  responsible  for  the 
welfare  and  protection  of  these  refugees  since  they  are  the  direct  consequence  of 
policies  of  the  present  governments.  For  that  reason,  we  have  urged  other  developed 
countries  to  do  their  share  in  solving  the  refugee  problem,  stressing  that  the  U.S.  is 
neither  able  nor  willing  to  shoulder  the  burden  alone. 

There  are  a  number  of  uncertainties  which  must  be  factored  into  our  annual  ad- 
missions ceiling  calculations  and  which  render  these  calculations  somewhat  less  pre- 
cise than  we  would  like  them  to  be.  Refugee  departures  from  Vietnam,  for  example, 
are  largely  dependent  upon  the  policies  and  capabilities  of  the  Vietnamese  govern- 
ment, over  which  we  have  no  control.  Similarly,  while  we  encourage  other  devel- 
oped countries  to  expand  resettlement  programs,  their  decisions  regarding  admis- 
sion levels  are  based  ultimately  upon  their  perception  of  respective  national  inter- 
ests and  upon  domestic  political  factors  unique  to  the  given  country. 

REFUGEE  SPONSORS'  ASSURANCE 

Question.  In  the  past,  the  refugee  sponsorship  system  was  intended  to  foster  self- 
sufficiency.  According  to  this  study,  however,  that  goal  seems  to  have  been  aban- 
doned. Are  refugee  sponsors  required  to  provide  any  assurance  that  they  can  help 
refugees  stay  off  welfare? 

State  Department.  The  refugee  sponsorship  system  in  the  United  States  is  oper- 
ated by  and  through  voluntary  agencies  under  cooperative  agreement  contracts  with 
the  State  Department.  The  voluntary  agencies  identify  sponsors  for  each  refugee 
family  and  provide  specific  services  to  the  refugees  in  such  areas  as  housing,  orien- 
tation, English  language  training,  and  employment.  It  has  always  been  a  basic  ob- 
jective of  the  voluntary  agencies  and  the  sponsors  to  assist  the  refugees  to  become 
self-sufficient  and  independent  as  rapidly  as  possible.  The  voluntary  agencies  recog- 
nize that  welfare  serves  as  an  essential  life  support  system  for  refugees  not  able  to 
become  self-supporting  immediately  through  employment.  The  study  suggests  that 
in  many  cases,  particularly  in  states  offering  high  benefits  and  apparently  easy 
access  to  them,  refugees  have  turned  to  the  welfare  system  as  a  primary  source  of 
income  for  extended  periods  of  time.  The  voluntary  agencies  have  expressed  their 
concern  about  this  development,  which  is  contrary  to  their  own  basic  resettlement 
philosophies,  and  which  has  had  the  result  of  weakening  their  ability,  and  that  of 
the  sponsors,  to  promote  employment-oriented  solutions  for  refugees  on  a  case-by- 
case  basis.  The  fact  that  refugees  know  about  the  availability  of  generous  welfare 
allowances  in  some  areas  of  the  country  has  in  practice  served  to  undermine  the 
voluntary  agencies'  and  sponsors'  ability  to  provide  effective  "case  management"  for 
the  refugees  resettled  under  their  responsibility.  In  many  cases  the  voluntary  agen- 
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cies  themselves  assist  the  refugees  to  apply  for  welfare  where  this  has  become  the 
accepted  practice. 

At  the  same  time,  in  meetings  with  HHS  and  the  State  Department,  as  well  as 
with  Congressional  committees  and  individual  Members  of  Congress,  voluntary 
agency  spokesmen  have  urged  modification  of  the  welfare  system  in  areas  of  high 
dependency  to  make  possible  more  effective  case  management  aimed  at  returning  to 
the  traditional  goal  of  self-sufficiency.  A  step  that  the  voluntary  agencies  have  al- 
ready taken  is  to  end  the  practice  of  permitting  a  refugee  receiving  welfare  to  serve 
as  a  sponsor  for  relatives  or  other  refugees.  Some  voluntary  agencies  never  permit- 
ted this,  and  all  have  now  formally  committed  themselves  not  to  authorize  a  refugee 
(or  other  person)  receiving  welfare  to  serve  as  a  sponsor. 

RESPONSE  TO  HOUSE  STAFF  REPORT 

Mr.  Natcher.  According  to  the  Committee  investigative  study  the  single  most  im- 
portant reason  for  the  high  dependency  rates  was  the  fact  that  in  many  States  wel- 
fare is  more  remunerative  than  working.  Do  you  agree  with  this  conclusion? 

Mr.  Hawkes.  We  believe  that  the  level  of  welfare  benefits  is  a  factor  in  dependen- 
cy rates,  but  that  many  other  factors  affect  this  rate,  including  the  availability  of 
entry-level  jobs  that  can  be  filled  by  refugees  with  little  or  no  knowledge  of  English, 
the  differing  early  employability  of  various  refugee  groups,  and  the  perception  that 
refugees  are  "entitled"  to  36  months  of  assistance. 

Mr.  Natcher.  In  the  past  the  refugee  sponsorship  system  was  intended  to  foster 
self  sufficiency.  According  to  this  study,  however,  that  goal  seems  to  have  been 
abandoned.  Are  refugee  sponsors  required  to  provide  any  assurance  that  they  can 
help  refugees  stay  off  of  welfare? 

Mr.  Hawkes.  This  question  has  been  referred  to  the  Bureau  for  Refugee  Pro- 
grams, Department  of  State,  for  response.  The  bureau  will  respond  directly  to  the 
subcommittee. 

Mr.  Natcher.  Does  the  system  allow  a  refugee  who  is  currently  on  welfare  him- 
self to  sponsor  new  refugees? 

Mr.  Hawkes.  The  voluntary  refugee  resettlement  agencies  have  advised  us  that 
they  are  not  permitting  a  refugee  who  is  on  welfare  to  serve  as  the  sponsor  of  new 
refugees. 

Mr.  Natcher.  One  of  the  main  purposes  of  requesting  this  study  was  to  find  some 
hard  evidence  of  the  utility  of  social  services  programs  such  as  English  language 
training  in  lowering  dependency.  According  to  the  report,  no  such  data  exists.  After 
7  years  why  hasn't  data  of  this  type  been  developed? 

Mr.  Hawkes.  The  Department  has  funded  ten  periodic  national  sample  surveys  of 
Southeast  Asian  refugees  since  1975.  These  studies  have  consistently  shown  a  close 
relationship  between  knowledge  of  English,  labor  force  participation,  and  employ- 
ment, as  illustrated  by  the  following  data  from  the  most  recent  survey,  conducted  in 
September-November  1981: 


[In  percent] 


Speak  and  understand  English — 

Employment  indicator 

Not  at  all 

A  little  Well 

Fluently 

Labor  force  participation  

  17.3 

51.2  74.2 
16.7  11.9 

72.7 
4.2 

Unemployment  

  20.8 

Following  enactment  of  the  Refugee  Act  of  1980,  funds  for  evaluation  of  refugee 
program  activities  first  became  available  to  ORR  in  the  fiscal  year  1981  appropri- 
ation. Two  studies  have  been  initiated  which  bear  directly  on  this  question:  A  study 
of  factors  in  refugee  self-sufficiency  and  a  study  of  English  language  training 
programs. 

Mr.  Natcher.  The  report  is  quite  critical  of  the  management  and  organization  of 
federal  refugee  programs.  Do  you  believe  that  a  redirection  or  reorganization  of  this 
program  is  necessary? 

Mr.  Hawkes.  Yes,  we  consider  that  improvements  in  management,  increased 
guidance  to  States  and  other  grantees,  and  policy  review  and  revision  are  essential. 
These  actions  have  been  initiated  and  some  results  achieved — e.g.,  the  revision  of 
cash  and  medical  assistance  policy  and  the  placing  of  the  program  under  the  au- 
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thority  of  the  Commissioner  of  Social  Security  while  maintaining  direct  access  of 
the  Director  of  ORR  to  the  Under  Secretary.  Further  improvements  are  in  process. 

ORR  STAFFING  REDUCTIONS 

Mr.  Roybal.  I  understand  that  you  are  planning  to  decrease  an  already  limited 
ORR  staff  from  102  to  80.  Would  you  comment  on  how  you  hope  to  maintain  the 
current  level  of  program  administration  and  expand  your  guidance  to  State  and 
local  governments  under  such  a  staff  cutback? 

Mr.  Hawkes.  The  reduction  of  ORR  staffing  is  consistent  with  the  Administra- 
tion's goal  of  streamlining  the  Federal  government  to  make  it  more  effective  and 
responsive  to  the  needs  of  those  it  serves.  ORR  believes  that  the  staffing  can  be  re- 
duced due  to  two  factors.  One  is  the  reduction  and  redefining  of  the  functions  of  the 
ORR  Miami  field  office  due  to  the  termination  of  the  Cuban  Phasedown  Program. 
Additionally,  ORR  will  achieve  other  staff  reductions  through  a  realignment  and 
tightening  of  Central  and  Regional  Office  functions  and  responsibilities. 

Mr.  Roybal.  Would  you  also  explain  why  you  are  increasing  funds  for  consultant 
services  in  direct  proportion  to  your  decrease  in  permanent  staff  funds?  Wouldn't  it 
make  more  sense  to  use  this  money  for  in-house  staff? 

Mr.  Hawkes.  ORR  believes  the  Committee  is  in  error  that  there  is  an  increase  in 
the  budget  request  for  consultant  services  from  fiscal  year  1982  to  fiscal  year  1983. 
On  page  27  of  the  Justification  of  Appropriation  Estimates,  the  fiscal  year  1982  level 
for  consultant  services  is  shown  as  $1,200,000.  The  1983  request  for  the  activity  is 
$1,000,000,  a  decrease  of  $200,000  from  1982.  Thus,  1983  represents  a  17  percent  de- 
cline from  1982.  In  funding  for  permanent  staff,  the  level  decreases  from  $2,956,000 
(in  1982)  to  $2,301,000  (in  1983)  (as  shown  on  page  11  of  the  Justification  document). 
This  $655,000  drop  is  about  a  22  percent  decrease  from  1982  to  1983,  and  is  compara- 
ble to  the  lower  funding  in  consultant  services. 

EDUCATION 

Mr.  Roybal.  You  are  proposing  to  eliminate  funding  altogether  for  educational 
assistance  to  refugees  on  the  grounds  that  "the  funds  which  have  been  appropriated 
since  1980  have  built  the  capacity  necessary  to  meet  the  current  special  needs  of 
refugee  children."  What  analysis  have  you  done  that  clearly  shows  that  sufficient 
resources  are  available  to  meet  the  special  needs  of  refugee  children? 

Mr.  Hawkes.  Since  1979,  the  Federal  government  has  provided  over  $75  million  to 
the  States  in  order  to  develop  the  capacity  in  local  school  districts  to  provide  Eng- 
lish language  training  and  other  curricula  materials  to  refugee  children.  Funds 
from  the  fiscal  year  1982  budget  will  provide  for  these  activities  during  the  1982-83 
academic  year.  Since  refugees  have  continued  to  arrive  mainly  from  Southeast  Asia 
and  have  continued  to  resettle  in  many  of  the  same  areas,  we  believe  that  we  have 
established  the  necessary  capability  to  serve  refugee  children  and  that  States  only 
need  to  continue  to  support  the  programs. 

Mr.  Roybal.  Although  your  proposal  talks  about  the  "special  needs"  of  refugee 
children,  it  doesn't  address  the  costs  to  the  States  of  providing  a  general  education 
to  these  children.  California  officials  believe  that  the  Federal  government  should 
assume  these  costs,  particularly  since  the  refugee  program  is  Federal  and  since  so 
many  new  refugee  arrivals  do  not  pay  any  taxes  toward  the  provision  of  educational 
services  by  the  States.  What  is  the  Administration's  response  to  the  position  of  the 
States  on  this  issue? 

Mr.  Hawkes.  It  has  never  been  the  policy  of  the  Federal  government  to  reimburse 
the  basic  costs  of  educating  refugee  children.  Rather,  the  Federal  government  has 
only  attempted  to  provide  funds  for  the  extraordinary  costs  of  educating  these  chil- 
dren, including  funds  for  special  curriculum  materials,  bilingual  teachers  and  aides, 
remedial  classes,  guidance  and  counseling  necessary  to  bring  these  children  into  the 
mainstream  of  the  American  education  system. 

CONFIDENTIALITY  LAWS 

Mr.  Roybal.  I  understand  that  Los  Angeles  officials  have  recommended  that  ORR 
look  into  confidentiality  laws  which  may  hinder  efforts  at  communication  between 
voluntary  agencies  and  state  welfare  offices.  I  understand  that  HHS's  General 
Counsel's  office  is  reviewing  this  matter  for  you.  Has  the  review  been  completed, 
and  if  so,  what  are  the  results? 

Mr.  Hawkes.  The  review  by  General  Counsel  concluded  that  the  Director  of  ORR 
does  not  have  sufficient  authority  under  the  Refugee  Act  to  require  California  wel- 
fare officials  to  release  case  file  information  to  the  voluntary  resettlement  agencies. 


1014 


MATCHING  GRANT  PROGRAM 

Mr.  Roybal.  In  your  justification,  you  point  out  that  9,000  Soviets  and  other  refu- 
gees admitted  to  the  United  States  were  aided  by  a  special  voluntary  agency  match- 
ing grant  program  which  seemed  to  reduce  dependence  of  the  refugees  on  public  as- 
sistance. Would  you  share  with  the  Subcommittee  a  description  of  this  program? 

Mr.  Hawkes.  Under  the  matching  grant  program,  Federal  refugee  funds  of  up  to 
$1,000  per  arriving  refugee  are  granted  to  those  national  voluntary  agencies  which 
are  responsible  for  the  resettlement  of  the  refugees  covered.  The  range  of  permissi- 
ble assistance  and  services  is  comparable  to  that  provided  for  other  refugees 
through  the  program  administered  by  the  States.  The  agency  receiving  a  grant  must 
match  the  Federal  contribution  on  a  dollar-for-dollar  basis,  in  cash  or  in  kind.  Seven 
agencies  are  participating  in  the  matching  grant  program.  Soviet  Jewish  refugees 
are  the  principal  group  covered,  but  several  other  refugee  groups  are  included. 

Mr.  Roybal.  Have  you  done  any  evaluation  of  this  program  and  its  effectiveness 
compared  with  the  general  refugee  assistance  program? 

Mr.  Hawkes.  A  formal  evaluation  study  of  the  matching  grant  program  was  con- 
tracted for  during  the  latter  part  of  fiscal  year  1981,  but  findings  are  not  yet  availa- 
ble. 

TARGETED  ASSISTANCE  PROGRAM 

Mr.  Roybal.  Last  December  31st,  ORR  published  a  proposed  regulation  to  carry 
out  the  targeted  assistance  program,  setting  February  1st  as  the  deadline  for  com- 
ments. How  many  comments  did  you  receive  in  response  to  the  proposed  regulation? 

Mr.  Hawkes.  Twenty-six  comments  were  received  in  all. 

Mr.  Roybal.  Could  you  outline  for  the  Subcommittee  the  general  nature  of  these 
comments? 

Mr.  Hawkes.  The  comments  were  overwhelmingly  in  support  of  the  concept  of 
targeted  assistance. 

Mr.  Roybal.  Have  you  had  an  opportunity  to  evaluate  the  comments  and  prepare 
final  regulations? 

Mr.  Hawkes.  Yes,  we  have  evaluated  all  of  the  comments  and  plan  to  publish  a 
"Notice  of  availability  of  funding  for  entrant  services  grants  in  high  impact  areas" 
on  Friday,  March  12,  1982. 

Mr.  Roybal.  Can  you  share  with  us  a  description  of  any  changes  that  you  will 
make  in  the  final  product? 

Mr.  Hawkes.  No  significant  changes  will  be  made  in  the  proposal  as  a  result  of 
the  comments.  The  comments  will  be  presented  and  discussed,  and  the  program  de- 
scribed, in  the  final  notice  of  availability  of  funding  in  the  Federal  Register. 

NEW  REFUGEE  REGULATIONS 

Mr.  Roybal.  Your  proposed  regulation  to  change  refugee  cash  and  medical  assist- 
ance policies  was  published  in  the  Federal  Register  last  December  11th,  providing 
only  one  month  for  comments  and  establishing  an  effective  date  of  February  1st. 

In  response  to  criticism  that  insufficient  notice  was  provided,  I  understand  that 
you  agreed  with  the  Senate  Immigration  Subcommittee  to  move  the  effective  date  to 
April  1st.  Also  in  response  to  criticism  the  state  and  local  governments  had  not  been 
consulted  before  the  proposed  policy  changes  were  published,  I  understand  that  you 
acceded  to  a  request  to  meet  with  state  and  local  officials  this  week.  In  your  pre- 
pared statement,  however,  you  seem  to  imply  that  there  are  no  plans  to  change  the 
proposals  at  all  before  their  April  1  implementation  date.  Isn't  this  contrary  to  your 
agreement  to  meet  with  state  and  local  officials  to  discuss  this  regulation  before  it  is 
finalized? 

Mr.  Hawkes.  In  order  to  provide  proper  stewardship  of  the  program  within  the 
limitations  of  available  funds,  it  is  necessary  that  a  policy  change  be  implemented 
April  1.  Section  412(a)(1)  of  the  Immigration  and  Nationality  Act,  as  amended  by  the 
Refugee  Act  of  1980,  requires  that  assistance  provided  be  "to  the  extent  of  available 
appropriations."  We  have  published  the  regulation  as  an  interim  final  regulation 
and  have  provided  for  a  further  comment  period.  Comments  received  will  receive 
careful  consideration  before  a  final  regulation  is  issued.  Consultations  have  been 
held  with  all  States  through  the  ORR  Regional  Offices,  and  with  State  representa- 
tives from  all  Regions.  States  have  indicated  they  will  provide  additional  policy  rec- 
ommendations. 

Mr.  Roybal.  What  involvement  did  state  and  local  government  officials  have  in 
the  development  of  your  specific  proposal  to  shift  refugees  to  "general  assistance" 
programs  during  their  second  18  months  in  the  United  States? 
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Mr.  Hawkes.  Consultations  with  State  and  local  officials,  voluntary  agencies,  ref- 
ugee organizations,  and  public  interest  groups  on  cash/ medical  assistance  policy 
changes  were  initiated  in  the  summer  of  1980.  A  specific  proposed  policy  change  was 
set  forth  in  the  fiscal  year  1981  budget  requests  of  January  and  March  1981.  State 
objections  to  that  proposal — which  called  for  assistance  at  50  percent  of  the  AFDC 
level  during  a  non-AFDC-eligible  refugee's  second  18  months  in  the  U.S. — led  to  the 
consideration  of  other  options.  State  objections  to  the  original  proposal  were  based 
on  administrative  complexity.  A  wide  range  of  possible  options  was  commented  on 
by  States  during  the  summer  of  1981,  including  the  use  of  general  assistance  (GA). 
A  few  States  indicated  that  it  would  be  too  administratively  complex  for  the  State 
to  enter  into  relationships  with  locally  funded  GA  programs.  In  response  to  these 
comments,  the  proposed  regulation  published  December  11,  1981,  made  it  optional 
for  States  whether  to  claim  reimbursement  from  ORR  for  GA  costs.  States,  local- 
ities, and  others  were  also  provided  the  opportunity  for  comment  during  the  public 
comment  period  following  the  December  11  publication  of  the  proposal.  Finally,  we 
just  completed  a  series  of  consultations  meetings  at  which  States  and  others  were 
requested  to  propose  alternatives  to  the  GA  option  in  the  current  regulation.  States 
are  providing  their  proposals  to  us  at  present. 

Mr.  Roybal.  How  many  comments  did  you  receive  on  the  regulation? 

Mr.  Hawkes.  We  received  216  letters  during  the  public  comment  period. 

Mr.  Roybal.  Could  you  outline  for  us  the  nature  of  these  comments? 

Mr.  Hawkes.  The  vast  majority  of  the  comments  showed  disagreement  with  the 
proposal.  The  comments  are  discussed  in  the  preamble  to  the  interim  final  regula- 
tion published  March  12,  1982,  which  is  submitted  for  the  record. 

Mr.  Roybal.  Do  you  plan  any  changes  in  the  regulation  as  a  result  of  these  com- 
ments? 

Mr.  Hawkes.  As  indicated  in  response  to  previous  questions,  changes  in  the  inter- 
im final  regulation  could  occur  as  the  result  of  the  additional  consultations  and 
public  comment  period  now  provided  for. 

Mr.  Roybal.  Your  refugee  assistance  policy  recommendations  assume  a  cost  sav- 
ings to  the  Federal  government  by  shifting  refugees  to  general  assistance  programs 
during  their  second  18  months  in  the  United  States. 

California  State  officials  charge,  however,  that  this  is  not  necessarily  an  accurate 
assumption.  In  California,  for  example,  general  assistance  in  many  counties  is  com- 
parable to  the  level  of  Federal  benefits  provided  under  the  refugee  cash  and  medical 
assistance  program.  Moreover,  the  complexities  of  reimbursing  58  different  Califor- 
nia counties  for  their  general  assistance  to  refugees  is  expected  by  State  officials  to 
cost  more  than  administering  one  Federal  assistance  program. 

For  those  States  which  have  heavy  concentrations  of  refugees,  can  you  tell  us  the 
expected  cost  savings  to  the  Federal  government  under  the  new  proposal? 

Mr.  Hawkes.  ORR  makes  only  national  computations  of  costs  and/or  savings  in 
the  Refugee  Assistance  Program.  Thus  ORR  can  only  supply  national  estimates  of 
the  cost  savings  to  the  Refugee  Assistance  Program  of  the  new  refugee  cash  and 
medical  assistance  (CM A)  policy.  ORR  estimates  that  there  is  about  $12-15  million 
in  monthly  savings  to  the  1982  CMA  budget  due  to  the  new  policy.  Therefore,  for 
fiscal  year  1982,  with  the  policy  in  place  for  6  months,  the  total  estimated  savings  to 
the  Federal  government  would  be  about  $75-$90  million. 

Mr.  Roybal.  For  those  same  States,  can  you  tell  us  the  expected  financial  impact 
of  the  proposal? 

Mr.  Hawkes.  Again,  ORR  makes  only  national  computations  of  costs  and/or  sav- 
ings in  the  Refugee  Assistance  Program.  Since  the  new  policy  would  cover  those 
non-AFDC  refugee  recipients  who  have  been  in  the  country  more  than  18  months 
and  who  qualify  for  local  general  assistance  programs,  for  the  period  April  1  to  Sep- 
tember 30,  1982,  the  estimated  costs  for  this  group  of  refugees  is  about  $10  million. 

Mr.  Roybal.  California  state  officials  also  claim  that  your  proposal  could  encour- 
age more  refugees  to  migrate  to  States  that  have  relatively  more  generous  "general 
assistance"  programs  in  order  to  be  assured  of  receiving  support  during  their  second 
18  months  in  the  United  States.  Would  you  comment  for  the  Subcommittee  on  how 
ORR  proposes  to  deal  with  the  California  situation  and  what  impact  your  proposed 
regulation  could  have  on  the  incidence  of  secondary  migration? 

Mr.  Hawkes.  There  has  been  secondary  migration  of  Southeast  Asian  refugees  to 
California  during  the  past  several  years  for  a  variety  of  factors  not  related  to>  gener- 
al assistance  (GA).  We  believe  that  when  the  18-month  rule  goes  into  effect,  some 
secondary  migration  will  occur  among  refugees  who  are  in  localities  which  do  not 
have  GA  programs  or  appreciable  job  opportunities.  However,  we  believe  that  such 
an  effect  will  be  temporary  because  18  months  will  basically  provide  a  sufficient 
period  for  most  refugees  to  become  self-supporting.  There  are  two  initiatives  intend- 
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ed  to  help  deal  with  situations  in  which  a  locality  may  have  an  undue  concentration 
of  refugees  in  relation  to  opportunities  for  self-sufficiency:  First,  in  collaboration 
with  the  voluntary  resettlement  agencies,  State  and  local  governments,  and  the  De- 
partment of  State,  we  are  developing  a  placement  policy  for  newly  arriving  refugees 
which  will  limit  new  placements  into  impacted  areas.  Second,  we  have  requested 
$20  million  for  targeted  assistance  in  the  fiscal  year  1983  budget  to  help  address 
needs  where  impacts  have  occured. 

Mr.  Roybal.  I  understand  that  ORR  recently  did  a  cost  study  of  your  proposed 
regulation  showing  that  after  expenditures  are  made  for  the  first  18  months  of  cash 
and  medical  assistance,  ORR  expects  to  have  only  $10  million  remaining  to  reim- 
burse State  and  local  governments  for  general  assistance  payments.  It  is  hard  to  be- 
lieve that  this  amount  will  be  sufficient,  and  I  suspect  that  State  and  local  govern- 
ment officials  would  be  reluctant  to  assume  responsibility  for  assisting  refugees, 
knowing  that  they  might  not  be  reimbursed  for  their  expenditures.  Would  you  com- 
ment on  this  potential  problem? 

Mr.  Hawkes.  ORR  believes  that  $10  million  will  be  sufficient  to  meet  the  expected 
general  assistance  (GA)  costs.  Most  States  and  local  GA  programs  have  stringent  eli- 
gibility criteria,  so  that  most  refugees  living  in  these  jurisdictions  (or  who  might 
move  there)  would  not  qualify  for  these  programs.  ORR  estimates  only  10  percent  of 
those  refugees  who  have  been  in  the  U.S.  for  more  than  18  months  and  who  have 
received  non-AFDC  benefits  will  meet  the  eligibility  requirements  of  a  GA  program. 

Mr.  Roybal.  Does  your  proposed  regulation  address  the  needs  of  the  nearly  4,000 
unaccompanied  minors  who  have  entered  the  United  States  as  refugees? 

Mr.  Hawkes.  The  regulation  effects  no  policy  change  with  regard  to  unaccompan- 
ied minors. 

Mr.  Roybal.  Would  you  tell  us  how  these  minors  and  unaccompanied  minors  who 
continue  to  enter  the  country  as  refugees  will  be  treated  under  your  plan. 

Mr.  Hawkes.  We  propose  to  continue  to  provide  funding  for  services  to  unaccom- 
panied minors  until  they  reach  the  age  of  majority,  as  permitted  under  the  Refugee 
Act. 

Mr.  Roybal.  The  study  that  was  done  for  this  Committee  on  refugee  assistance 
programs  was  critical  of  the  Federal  government's  lack  of  guidance  to  States  and 
locales  in  the  administration  of  social  service  funds.  Please  tell  us  what  steps  you 
are  taking  to  provide  the  necessary  guidance  and  technical  assistance  to  State  and 
local  governments. 

Mr.  Hawkes.  ORR  is  in  the  process  of  issuing  guidelines  to  assist  States  in  prepar- 
ing their  annual  program  planning  submissions.  The  guidelines  assign  the  highest 
priority  to  employment  services  and  English  language  training.  The  guidelines  also 
provide  for  stricter  enforcement  of  sanctions  to  avoid  situations  in  which  refugees 
might  opt  for  protracted  training  in  preference  to  seeking  employment.  However, 
the  fact  that  the  Refugee  Assistance  Program  (RAP)  is  State-administered  means 
that  the  States  have  considerable  discretion  in  administering  the  program.  ORR  can 
prescribe  guidelines  and  provide  technical  assistance,  but  it  cannot  supplant  the  re- 
sponsibility of  the  States  for  administering  their  programs  effectively.  Most  States 
are  working  to  achieve  good  program  management  and  are  channeling  RAP  funds 
in  ways  that  move  refugees  toward  employment  and  self-sufficiency.  However,  a  few 
States  have  not  taken  the  initiative  to  implement  these  priorities.  We  hope  that 
funding  constraints  and  more  precise  guidelines  will  remedy  such  weaknesses  in  the 
program. 

In  early  April,  ORR  will  provide  a  compilation  of  best  practices  of  employment 
projects.  This  undertaking  will  become  the  basis  of  a  technical  assistance  effort  for 
directing  States  toward  projects  with  potential  for  increasing  refugee  employment. 
ORR  is  also  currently  assembling  technical  assistance  packages  for  all  Regional  Of- 
fices to  use  in  strengthening  the  provision  of  English  language  services  to  refugees. 

In  addition,  the  new  ORR  guidelines — about  to  be  submitted  to  OMB  for  clear- 
ance— require  the  States  to  demonstrate  that  social  service  funds  will  be  applied  to 
the  reduction  of  refugee  dependency.  State  plans  which  do  not  meet  this  standard 
will  be  returned  to  the  States  for  modification. 

Mr.  Roybal.  The  Committee  study  discusses  the  question  of  whether  the  social 
services  being  provided  to  refugees  by  State  and  local  governments  actually  help 
these  refugees  to  become  self-sufficient.  Was  the  Administration  influenced  in  its  de- 
cision to  cut  social  services  funds  by  the  lack  of  evidence  that  the  social  services 
being  provided  with  these  funds  were  promoting  self-sufficiency  among  refugees? 

Mr.  Hawkes.  ORR  has  always  felt  that  social  services  are  a  crucial  factor  in  a 
refugee's  ability  to  attain  self-sufficiency  as  quickly  as  possible.  It  has  never  wa- 
vered in  that  belief  and  annually,  it  has  placed  the  highest  priority  on  the  social 
services  component  of  the  entire  Refugee  budget  request. 
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As  the  resport  indicates,  there  is  a  reason  why,  despite  the  priority  ORR  places  on 
refugee  social  services,  there  is  a  decrease  in  the  social  services  budget  in  fiscal  year 
1983.  Historically,  the  budget  request  for  social  services  is  based  on  the  estimated 
number  of  refugee  admissions  in  the  budget  year.  Since  refugee  admissions  in  fiscal 
year  1983  are  expected  to  decrease,  the  population  based  being  used  to  calculate  the 
annual  social  services  budget  is  smaller.  The  report  points  out  that  ORR  attempted 
to  revise  the  budgeting  methodology  for  computing  the  social  services  budget  but 
was  not  successful  in  doing  so.  Therefore,  with  estimated  decreased  refugee  admis- 
sions in  fiscal  year  1982,  the  formula  used  to  calculate  the  social  services  budget 
produced  a  decreased  fiscal  year  1983  budget  request. 

Mr.  Roybal.  I  understand  that  ORR  has  contracted  for  two  studies  to  be  done: 
One  that  will  compare  different  "English-as-a-Second-Language"  approaches  for  ref- 
ugees; and  the  other  to  assess  the  ability  of  social  service  programs  in  general  to 
achieve  self-sufficiency  among  refugees.  What  is  the  status  of  these  studies? 

Mr.  Hawkes.  These  studies  are  under  way  but  findings  are  not  yet  available. 

Mr.  Roybal.  If  they  have  not  been  completed,  how  were  you  able  to  conclude — as 
stated  in  your  budget  justification — that  vocational  skills  training  and  ESL  are  "ac- 
tivities which  foster  self-sufficiency"? 

Mr.  Hawkes.  As  indicated  in  our  response  to  other  questions,  a  substantial  body 
of  data  exists  showing  a  close  relationship  between  knowledge  of  English,  labor 
force  participation,  and  employment  among  Southeast  Asian  refugees.  Experience 
with  special  projects  providing  English,  vocational  training,  and  employment  serv- 
ices has  also  shown  a  high  rate  of  job  placement. 

The  two  evaluation  studies  which  have  been  contracted  for  will  go  beyond  the  ex- 
isting information  by  looking  at  different  approaches  to  English  training  and  by  ex- 
amining the  overall  effect  of  social  services  in  relation  to  self-sufficiency. 

Social  Security  Administration 

45  CFR  Parts  400  and  401 

REFUGEE  RESETTLEMENT  PROGRAM  AND  CUBAN /HAITIAN  ENTRANT  PROGRAM:  CASH  AND 
MEDICAL  ASSISTANCE  POLICIES 

Agency:  Social  Security  Administration  (SSA),  HHS. 
Action:  Interim  final  rule. 

Summary:  This  interim  final  regulation  amends  the  refugee  resettlement  program 
regulations  (45  CFR  Part  400)  and  establishes  new  policies  on  cash  and  medical  as- 
sistance available  to  refugees  and  Cuban  and  Haitian  entrants  who  are  ineligible  for 
Aid  to  Families  with  Dependent  Children  (AFDC),  Supplemental  Security  Income 
(SSI),  adult  assistance  (OAA,  AB,  APTD,  and  AABD)  in  the  Territories  and  Medic- 
aid. The  Refuges  Resettlement  Program  (RRP)  provides  Federal  reimbursement  to 
States  for  100  percent  of  the  costs  of  cash  and  medical  assistance  provided,  during 
the  first  36  months  after  entry  into  the  United  States,  to  such  refugees  in  accord- 
ance with  applicable  program  rules  and  requirements  and  the  administrative  costs 
of  providing  such  assistance.  Cash  assistance  provided  to  such  refugees  under  the 
RRP  is  termed  "refugee  cash  assistance"  (RCA);  and  medical  assistance  provided  to 
such  refugees  under  the  RRP  is  termed  "refugee  medical  assistance"  (RMA).  This 
regulation  permits  100  percent  Federal  reimbursement  for  RCA  and  RMA  for  an 
eligible  refugee  for  the  first  18  months  that  a  refugee  is  in  the  United  States.  For  a 
refugee  who  has  been  in  the  U.S.  more  than  18  months  but  less  than  36  months,  the 
regulation  permits  a  State,  at  its  option,  to  seek  RRP  reimbursement  for  the  cost  of 
General  Assistance  (GA)  provided  to  such  a  refugee. 

Effective  date:  April  1,  1982.  Public  comments  will  be  considered  if  received  on  or 
before  June  10,  1982. 

Address:  Please  submit  written  comments  in  duplicate  to:  Ellen  McGovern,  Office 
of  Refugee  Resettlement,  Room  1229,  Switzer  Building,  330  C  Street,  SW.,  Washing- 
ton, D.C.  20201.  Comments  will  be  available  approximately  two  weeks  after  publica- 
tion in  Room  1319,  330  C  Street,  SW.,  on  Monday  through  Friday  of  each  week  from 
9:30  a.m.  to  4:30  p.m. 

For  further  information  contract:  Ellen  McGovern,  (202)  472-6510. 

Supplementary  information:  Notice  of  proposed  rulemaking  (NPRM)  was  pub- 
lished on  December  11,  1981,  in  the  Federal  Register  (46  FR  60629)  setting  forth  pro- 
posed revisions  in  cash  and  medical  assistance  policies  for  the  Refugee  Resettlement 
Program  and  the  Cuban  and  Haitian  Entrant  Programs.  This  interim  final  regula- 
tion, amending  Part  400,  revise  policy  relating  to  the  provision  of  cash  and  medical 
assistance  to  refugees  under  chapter  2  of  title  IV  of  the  Immigation  and  Nationality 
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Act,  as  amended  by  the  Refugee  Act  of  1980  (henceforth  the  Refugee  Act),  8  U.S. 
1531  et  seq. 

The  new  Part  401  addresses  the  Cuban  and  Haitian  Entrant  Program,  which  is 
authorized  under  title  V  of  the  Refugee  Education  Assistance  Act  of  1980,  Pub.  L. 
96-422.  Section  501(a)  of  the  Refugee  Education  Assistance  Act  directs  the  President 
of  the  United  States  to  "exercise  authorities  with  respect  to  Cuban  and  Haitian  en- 
trants which  are  identical  to  the  authorities  which  are  exercised  under  chapter  2  of 
title  IV  of  the  Immigration  and  Nationality  Act."  These  authorities,  which  the  De- 
partment has  interpreted  to  include  the  administration  of  a  program  of  reimburse- 
ment to  States  for  cash  and  medical  assistance  provided  to  Cuban  and  Haitian  en- 
trants as  defined  by  the  Refugee  Education  Assistance  Act,  have  been  delegated  to 
the  Secretary  of  Health  and  Human  Services  by  Executive  Order  12341  (January  21, 
1982). 

The  new  regulation  supports  several  major  objectives:  (1)  To  reduce  the  likelihood 
of  unnecessary  welfare  dependency  resulting  from  extended  periods  of  special  sup- 
port; (2)  to  reduce  the  degree  of  special  treatment  afforded  to  refugees,  which  results 
in  unequal  treatment  among  low-income  population;  and  (3)  to  reduce  total  refugee 
welfare  costs  while  continuing  to  relieve  States  of  refugee  cash  and  medical  assist- 
ance costs  during  a  refugee's  first  36  months  in  this  country. 

We  believe  the  changes  represent  the  best  method  of  targeting  program  expendi- 
tures according  to  these  objectives  and  the  provisions  and  the  purposes  of  the  Refu- 
gee Act.  The  Refugee  Act  permits,  but  does  not  require,  HHS  to  provide  up  to  100 
percent  Federal  reimbursement  for  expenditures  that  States  incur  on  behalf  of  a 
refugee  during  the  first  36  months  after  the  refugee  arrives  in  this  country.  The 
House  Report  on  the  Act  includes  discussion  of  the  Congress'  intent  that  States  and 
local  governments  "will  not  be  unduly  burdened  by  Federal  decisions  to  admit  refu- 
gees." H.  Rep.  No.  96-608,  96th  Cong.  1st  Sess.  6  (1979).  Although  the  Department 
considered  options  which  would  have  reduced  both  the  level  and  duration  of  Federal 
reimbursement,  the  regulation  continues  100  percent  reimbursement  for  36  months 
to  States  for  cash  and  medical  assistance  costs  which  State  and  local  governments 
are  required  to  incur  under  their  AFDC,  SSI  or  adult  assistance,  medicaid,  and  GA 
programs. 

Also  as  reflected  in  the  House  Report,  the  Congress  believed  that  greater  benefits 
should  be  available  at  the  beginning  of  the  refugee's  presence  in  the  United  States 
in  order  to  reduce  long-term  welfare  dependency,  id.  at  24.  Similarly,  our  consulta- 
tions with  voluntary  resettlement  agencies  have  suggested  that  the  period  immedi- 
ately following  entry  is  the  time  of  refugees'  greatest  vulnerability  and  need.  The 
regulation  responds  to  this  concern  by  concentrating  on  the  first  18  months  a  refu- 
gee is  in  the  United  States.  During  that  period,  the  policy  provides  for  RCA  and 
RMA  benefits  which  are  equal  to  AFDC  level  benefits  but  which  are  generally 
greater  than  GA  benefits. 

We  also  believe  that  after  a  refugee's  transitional  18-month  period,  assistance 
should  be  available  to  the  refugee  on  the  same  basis  as  to  a  non-refugee.  After  that 
period,  we  believe  refugees  ineligible  for  AFDC,  SSI,  adult  assistance  programs,  or 
Medicaid  should  receive  aid,  if  eligible,  under  programs  generally  available  to  other 
residence  in  a  State  or  locality,  Although  we  considered  not  allowing  reimburse- 
ment for  costs  incurred  to  assist  refugees  under  such  programs,  we  opted  for  a 
policy  which  does  not  shift  costs  to  the  States  and  localities.  Therefore,  when  the  18- 
month  period  of  RCA  and  RMA  ends,  this  regulation  permits  States  to  claim  reim- 
bursement for  assistance  provided  to  refugees  under  GA  programs  administered  and 
funded  by  the  State  or  a  county,  municipality,  or  other  local  government  unit 
within  the  State,  and  for  the  administrative  costs  of  providing  such  assistance. 

Implementing  the  regulation  at  this  time  will  enable  the  Department  to  operate 
the  RRP  within  the  anticipated  fiscal  year  1982  budget.  Section  414  of  the  Immigra- 
tion and  Nationality  Act  (the  Act)  (8  U.S.C.  1524)  authorizes  appropriations  for  the 
purpose  of  providing  cash  and  medical  assistance  under  section  412  of  the  Act  (8 
U.S.C.  1522).  The  Act  does  not  mandate  that  refugees  received  an  established  level 
of  benefits.  Section  412(a)  expressly  limits  the  Director  of  ORR's  authority  to  pro- 
vide assistance,  including  cash  and  medical  assistance,  under  the  Act  "to  the  extent 
of  available  appropriations."  The  interim  final  rule  will  become  effective  April  1, 
1982. 

By  separate  Federal  Register  notice  appearing  elsewhere  in  this  issue  the  Depart- 
ment is  announcing  today  a  proposed  new  program  of  flexible,  targeted  assistance 
through  which  a  State  may  apply  for  project  grants  to  assist  its  refugee/entrant 
population  in  areas  where  specific  needs  exist  for  supplementation  of  currently 
available  resources. 
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CURRENT  POLICY 

Under  current  RRP  policy,  when  a  refugee  applies  for  cash  and/or  medical  assist- 
ance, a  State  must  first  determine  eligibility  under  the  AFDC,  SSI  or  adult  assist- 
ance programs  and/ or  Medicaid.  States  must  comply  with  all  regulations  operative 
in  the  State  regarding  applications,  determinings  of  eligibility,  and  furnishing  of  as- 
sistance under  these  federally  aided  programs.  If  the  refugee  is  determined  eligible, 
a  State  must  provide  assistance  or  services  to  that  refugee  under  the  appropriate 
program  or  programs.  For  refugees  eligible  for  such  programs,  the  RRP  reimburses 
States  for  the  State  share  of  costs  during  a  refugee's  first  36  months  in  this  country 
and  the  applicable  program  budget  funds  the  Federal  share. 

If  a  refugee  does  not  meet  categorical  requirements  of  AFDC,  SSI,  or  adult  assist- 
ance programs  (i.e.,  family  composition,  the  presence  of  children,  age,  disability, 
etc.),  the  State  must  determine  eligibility  for  refugee  cash  assistance  (RCA).  The 
term  "refugee  cash  assistance"  refers  specifically  to  cash  assistance  to  refugees  who 
do  not  meet  all  eligibility  requirements  for  AFDC,  SSI,  or  adult  assistance  pro- 
grams, but  who  meet  the  AFDC  need  standard  in  their  State  of  residence,  after  con- 
sideration of  income  and  resources  in  accordance  with  standards  and  criteria  set 
forth  at  45  CFR  233.20(a)  (3)  through  (11).  RCA  currently  is  provided  during  the  first 
36  months  after  a  refugee  enters  the  United  States,  and  payments  are  made  at  the 
appropriate  AFDC  payment  level  in  the  State. 

If  a  refugee  does  not  meet  categorical  requirement  is  of  the  Medicaid  program, 
the  State  must  determine  eligibility  for  refugee  medical  assisstance  (RMA).  The 
term  "refugee  medical  assistance"  refers  specifically  to  medical  assistance  to  refu- 
gees who  do  not  meet  all  eligibility  requirements  for  Medicaid,  but  who  meet  finan- 
cial eligibility  requirements  as  follows:  In  States  with  a  medically  needy  program, 
the  State  applies  the  medically  needy  financial  eligibility  standards  established  for 
the  Medicaid  program  in  regulations  at  42  CFR  Part  435,  Subpart  I.  In  States  with- 
out a  Medicaid  medically  needy  program,  the  State  applies  the  financial  need  stand- 
ard used  in  the  State's  AFDC  program,  after  consideration  of  income  and  resources 
in  accordance  with  standards  and  criteria  set  forth  at  45  CFR  233.20(a)  (3)  through 
(11).  RMA  currently  is  provided  for  the  refugee's  first  36  months  in  the  United 
States,  and  covers  the  same  services  which  are  provided  under  the  State's  Medicaid 
program  or  which  are  generally  available  to  destitute  residents  of  the  State  or  local- 
ity through  public  facilities. 

CHANGES  CONTAINED  IN  THIS  REGULATION 

In  developing  policy  to  target  the  anticipated  appropriation  as  effectively  and  effi- 
ciently as  possible,  we  attempted  to  balance  such  factors  as  comparability  between 
the  assistance  available  to  refugees  and  non-refugees;  reimbuirsement  to  States  for 
the  costs  of  providing  assistance;  refugee  need  and  incentives  for  employment  and 
self-sufficiency;  and  administrative  burden  on  States.  As  indicated  above,  we  consid- 
ered several  options  in  doing  so.  For  example,  some  options  would  not  have  contin- 
ued 100  percent  Federal  reimbursement  for  36  months.  Some  would  have  shortened 
further  the  period  for  RCA  and  RMA.  Some  would  not  have  permitted  reimburse- 
ment of  State  and  local  GA  costs.  Others  would  have  required  percentage  phase- 
down  in  level  of  benefits  and  increased  the  complexity  of  program  administration. 

We  believe  the  new  regulation  represents  a  fair  balance  of  essential  program  con- 
cerns and  provides  support  to  refugees  during  the  transitional  period  when  they 
have  the  greatest  need.  The  policy  is  intended  to  promote  self-sufficiency  and 
strengthen  employment  incentives  by  reducing  the  period  of  special  assistance.  The 
regulation  shortens  the  period  of  special  assistance  to  refugees  to  an  initial  18- 
month  period  after  which  assistance  would  be  available  to  refugees  and  non-refu- 
gees on  the  same  basis.  The  policy  offsets  burdens  to  States  and  localities  by  con- 
tinuing to  permit  Federal  funding  of  the  costs  they  would  otherwise  incur  for  refu- 
gees under  GA  programs  during  a  refugee's  second  18  months  in  this  country.  Also, 
by  using  AFDC  standards  instead  of  imposing  new  standards  for  eligibility  determi- 
nations, the  policy  minimizes  the  administrative  burden  on  States. 

Under  this  regulation,  a  State  must  continue  to  determine  eligibility  and  calcu- 
late the  RCA  payment  according  to  the  State's  AFDC  need  standard  and  payment 
level  during  the  18-month  period  which  begins  with  the  month  the  refugee  entered 
the  United  States.  However,  under  section  400.62(c)  of  this  regulation,  a  $30  plus 
one-third  disregard  shall  not  be  applied  in  determining  the  eligibility  of  refugees  for 
RCA.  (The  $30  plus  one-third  or  other  applicable  disregards  would  continue  to  apply 
in  determining  benefits  to  refugees  receiving  AFDC.) 

Eliminating  the  $30  plus  one-third  disregard  in  determining  RCA  eligibility  re- 
duces the  special  treatment  previously  afforded  to  refugees  not  eligible  for  AFDC, 
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SSI,  or  adult  assistance.  A  $30  plus  one-third  disregard  is  not  generally  applied  in 
State  or  local  GA  programs  on  which  non-refugees  must  often  depend  when  they  are 
ineligible  for  federally  funded  programs.  While  we  do  not  believe  that  only  general 
assistance  should  be  available  to  non-categorically  eligible  refugees  during  their 
first  18  months  in  this  country,  we  do  not  believe  that  all  of  the  special  disregards 
must  apply  in  the  RCA  program  to  maximize  effective  resettlement. 

With  respect  to  RMA,  this  rule  does  not  change  current  eligibility  policy  during  a 
refugee's  first  18  months  in  the  United  States,  except  with  respect  to  application  of 
the  $30  plus  one-third  disregard  as  explained  above. 

The  Regulation  makes  the  duration  of  RCA  and  RMA  coincide,  and,  after  a  refu- 
gee's first  18  months  in  the  United  States,  provides  for  cash  and  medical  assistance 
to  refugees  on  the  same  basis  as  to  other  State  residents. 

During  the  refugee's  second  18  month  period  in  the  United  States,  the  State  will 
not  provide  RCA  or  RMA.  However,  during  the  refugee's  second  18  months,  the 
State  will  have  the  option  of  seeking  reimbursement  under  the  RRP  for  financial  or 
medical  assistance  provided  under  a  State  or  locally  administered  and  funded  GA 
program  to  any  refugee  who  is  eligible  for  and  receives  aid  under  such  a  program.  A 
State  can  seek  reimbursement  for  all  or  any  part  of  State  or  local  GA  program  ex- 
penditures resulting  from  provision  of  assistance  to  an  eligible  refugee.  A  State 
could  not  establish  a  GA  program  which  limits  eligibility  to  refugees,  but  otherwise 
would  have  discretion  on  whether  to  claim  allowable  State  or  local  GA  program  ex- 
penses from  RRP  funds 

The  regulation  also  establishes  the  rules  for  federally  reimbursable  assistance  to 
Cuban  and  Haitian  entrants  under  the  Cuban  and  Haitian  entrant  program 
(CHEP).  Pursuant  to  legislative  intent  in  the  enactment  of  the  Refugee  Education 
Assistance  Act,  the  rule  will  provide  federally  reimbursed  cash  and  medical  assist- 
ance and  services  to  Cuban  and  Haitian  entrants  under  the  same  conditions  and  to 
the  same  extent  as  such  assistance  and  services  are  made  available  to  refugees.  (See 
comments  of  Congressman  Fascell  in  the  House  of  Representatives  on  September  30, 
1980,  125  Cong.  Rec.  No,  153  Part  II  at  p.  H10122.) 

The  regulation  pertaining  to  CHEP  also  provides  that  procedures  and  require- 
ments identical  to  those  applicable  under  the  Refugee  Program  for  Federal  Reim- 
bursement of  State  costs,  including  those  relating  to  the  submission  and  approval  of 
State  plans,  are  also  applicable  in  CHEP. 

The  regulation  also  establishes  the  period  of  time  for  which  the  Federal  Govern- 
ment will  reimburse  cash  and  medical  assistance  costs  incurred  on  behalf  of  a 
Cuban  and  Haitian  entrant.  Under  CHEP,  reimbursement  starts  from  the  date  on 
which  the  entrant  first  was  granted  parole  status  under  the  Immigration  and  Na- 
tionality Act  or  on  which  an  individual  meeting  the  definition  of  "Cuban  and  Hai- 
tian entrant"  set  forth  in  the  Refugee  Education  Assistance  Act  otherwise  began  re- 
siding in  an  American  community.  The  basis  for  this  policy  is  that  the  Cuban  and 
Haitian  entrants  are  not  all  considered  to  have  "entered"  the  United  States  within 
the  meaning  of  the  Immigration  and  Nationality  Act.  Therefore,  it  is  not  possible  in 
all  cases  to  reimburse  States  for  cash  and  medical  assistance  provided  during  a  pre- 
scribed period  of  months  after  initial  "entry"  into  the  country,  as  is  done  for  refu- 
gees in  the  Refugee  program.  For  other  Cuban  and  Haitian  entrants  it  is  impossible 
to  verify  their  actual  date  of  entry  to  the  U.S.  The  Department  has  determined  that, 
for  CHEP  purposes,  the  point  in  time  at  which  a  Cuban  and  Haitian  entrant  resid- 
ing in  an  American  community  was  first  granted  parole  or  otherwise  issued  docu- 
mentation by  the  Immigration  and  Naturalization  Service  is  the  most  reasonable 
and  appropriate  point  from  which  to  count  the  period  of  assistance  authorized  by 
Congress. 

REGULATORY  PROCEDURES 

Executive  Order  12291:  We  have  reviewed  whether  these  regulations  meet  the  cri- 
teria for  a  "major"  rule  under  Executive  Order  12291.  The  budgetary  savings  in- 
volved will  exceed  $100  million  this  fiscal  year.  However,  these  regulations  are  not 
major  because  the  reduction  results  not  from  these  regulations  but  from  the  budg- 
etary process.  That  is,  regardless  of  what  regulations  are  in  place,  the  continuing 
resolution  governing  obligations  under  these  programs  provides  for  only  $669.7  mil- 
lion in  FY  1982.  These  regulations  implement  this  reduced  program  level  with  mini- 
mal adverse  impact  and  as  equitably  as  possible.  Notwithstanding  this  conclusion, 
we  believe  that  the  discussion  of  comments  which  follows  largely  accomplishes  the 
analysis  which  might  have  been  required  if  this  were  a  major  rule. 
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Regulatory  Flexibility  Act:  We  certify  that  these  regulations  will  not  have  a  sig- 
nificant impact  on  a  substantial  number  of  small  entities  within  the  meaning  of  the 
Regulatory  Flexibility  Act  because  the  regulations  affect  individuals  only. 

Paperwork  Reduction  Act:  ORR  is  proposing  modifications  in  its  financial  estimate 
and  report  forms.  These  modifications  will  be  submitted  to  OMB  for  approval  and 
will  not  be  applicable  until  such  approval  is  obtained.  Certain  reporting  and  record- 
keeping requirements  for  the  Cuban/ Haitian  Entrant  Program  under  section 
401.12(b)  require  OMB  approval  and  will  not  be  applicable  until  such  approval  is 
obtained. 

DISCUSSION  OF  COMMENTS 

We  received  216  letters,  signed  by  353  persons,  from  State  and  local  government 
agencies,  national  and  local  voluntary  refugee  resettlement  agencies,  service  provid- 
ers, refugee  advisory  boards,  coalitions  and  forums  concerned  with  refugee  resettle- 
ment, refugee  mutal  assistance  associations,  refugees,  and  other  individuals. 

The  following  sections  address  specific  points  commenters  raised: 

Effect  on  States 

Comment:  A  number  of  commentators  opposed  reducing  special  refugee  cash  as- 
sistance (RCA)  and  special  refugee  medical  assistance  (RMA)  to  18  months.  Some 
stated  that  the  new  rules  would  undercut  Federal-State  partnership  in  refugee  re- 
settlement and  would  represent  a  retreat  from  Federal  responsibility  and  commit- 
ment to  the  States  relating  to  refugee  resettlement. 

Response:  The  Department  does  not  regard  the  new  RCA  and  RMA  policies  to 
represent  or  imply  a  retreat  from  Federal  recognition  of  responsibility  in  the  area  of 
refugee  resettlement  or  from  long-standing  commitments  to  States  and  concepts  of 
Federal-State  partnership  in  dealing  with  refugee-related  problems.  On  the  con- 
trary, the  Department's  specific  policy  decisions  reflected  in  these  regulations  were 
very  much  influenced  by  a  recognition  of  continued  responsibility  to  the  States.  It  is 
for  this  reason  that  the  rules  continue  to  provide  for  100  percent  reimbursement  for 
State  cash  and  medical  assistance  costs  during  a  full  36  month  period  with  respect 
to  refugees  and  entrants  who  qualify  for  benefits  under  jointly  administered  Feder- 
al/State programs  such  as  AFDC  and  Medicaid.  Moreover,  the  rules  provide,  at 
State  option,  for  the  continued  Federal  reimbursement  of  State  assistance  costs  asso- 
ciated with  a  refugee  under  a  State  or  locally  administered  general  assistance  pro- 
gram after  that  refugee's  first  18  months  in  the  United  States.  Thus,  the  rules  con- 
tinue to  reflect  a  Federal  willingness  to  accept  responsibility  for  costs  of  assistance 
actually  incurred  by  States  on  behalf  of  refugees  during  their  first  three  years  in 
this  country.  The  Federal  reimbursement  to  States  which  is  discontinued  under 
these  rules  after  an  18  month  period  only  relates  to  assistance  costs  which  the 
States  are  under  no  legal  obligation  to  incur  in  the  absence  of  coverage  under  the 
federally  funded  RCA  and  RMA  programs. 

Comment:  Many  commenters  believe  that  refugees  without  income  would  become 
a  burden  on  States  and  localities,  thereby  shifting  substantial  costs  from  the  Feder- 
al government  to  the  States  and  localities. 

Response:  The  new  policy  would  continue  100  percent  reimbursement  for  36 
months  for  cash  and  medical  assistance  costs  which  States  and  local  governments 
are  required  to  incur  under  their  AFDC,  SSI  or  adult  assistance,  Medicaid  and  GA 
programs.  Although  the  Department  considered  options  which  would  have  reduced 
both  the  level  and  duration  of  Federal  reimbursement,  the  new  policy  would  do  nei- 
ther. Thus,  it  does  not  transfer  costs  to  the  States  or  localities.  We  believe  that  the 
changes  we  have  adopted  are  essential  to  reduce  the  likelihood  of  unnecessary  wel- 
fare dependency  among  refugees  resulting  from  extended  periods  of  special  support. 

Comment:  Many  commenters  remarked  that  the  new  policy  would  cause  refugee 
migration  to  States  and  localities  with  more  generous  cash  and  medical  assistance 
programs  and  higher  payment  levels. 

Response:  The  Department's  experience  in  administering  the  refugee  and  AFDC 
programs  is  that  recipients  do  not  change  locations  solely  because  of  benefit  levels. 
Major  impacts  predicted  as  a  result  of  the  statutory  36-month  limit,  which  became 
effective  in  April  1981,  did  not  materialize. 

Comment:  Some  commenters  recommended  an  impact  aid  program  or  increased 
social  services  for  States  and  local  governments  to  offset  the  effect  of  the  proposed 
policy. 

Response:  We  recognize  that  in  certain  geographic  areas  where  refugees  and  en- 
trants are  highly  concentrated,  there  may  be  special  need  for  supplementation  of 
currently  available  resources.  Therefore,  the  Department  has  established  a  special 
project  grant  program  to  provide  additional  services  to  refugees  and  entrants  in 
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areas  where  resources  have  been  unusually  strained.  Although  funds  for  such  proj- 
ects currently  are  only  available  in  the  entrant  program,  we  will  fund  such  projects 
for  refugees  in  the  future  should  funds  become  available.  Funds  for  these  projects 
are  not  intended  to  replace  cash  and  medical  assistance  funds,  but  rather  are  in- 
tended for  projects  which  promote  early  self-sufficiency  or  meet  urgent  needs  of  ref- 
ugees and  entrants.  Regular  social  services  funds  also  are  intended  to  assist  the  ref- 
ugee to  become  self-sufficient  and  are  not  to  be  used  for  cash  and  medical  assist- 
ance. 

Duration  of  assistance 

Comment:  The  majority  of  responses  opposing  the  18-month  period  of  assistance 
commented  that  the  period  is  too  short  to  permit  refugees  to  attain  self-sufficiency 
and  to  complete  employability  plans. 

Response:  Overall  experience  with  the  refugee  program  does  not  support  the  con- 
tention that  more  than  18  months  are  required  before  a  refugee  can  be  expected  to 
become  employed.  Employment  does  not  preclude  continuing  training  or  education 
during  non-work  hours. 

Comment:  Some  commenters  believe  that  the  18-month  period  for  assistance  will 
provide  incentives  for  employment;  others  disagreed.  A  few  respondents  commented 
that  there  is  no  evidence  that  reducing  the  length  of  assistance  would  strengthen 
employment  incentives. 

Response:  Based  on  experience  with  the  36-month  statutory  limitation,  which 
went  into  effect  in  April  1981,  we  believe  that  a  time  limitation  on  assistance  does 
provide  an  employment  incentive.  In  fact,  one  commenter  noted  that  the  refugee 
clientele  of  an  employment  training  project  perceives  that  it  is  their  "right"  to  re- 
ceive 36  months  of  assistance  and  will  not  take  jobs  or  participate  in  English  lan- 
guage or  job  training  classes,  while  on  assistance. 

Comment:  Some  commenters  felt  that  terminating  the  36-month  period  of  RCA 
and  RMA  would  make  it  more  difficult  to  obtain  sponsorships  for  refugees  and  es- 
tablish voluntary  networks  to  assist  refugees. 

Response:  The  18-month  policy  would  continue  to  provide  cash  and  medical  assist- 
ance during  a  refugee's  most  critical  initial  period  in  the  United  States,  providing  a 
transition  period  adequate  for  additional  English  training  and  for  identifying  and 
treating  most  pressing  health  problems.  Many  resettlement  workers  have  advised  us 
that  they  believe  a  shorter  eligibility  period  will  be  beneficial  to  the  voluntary  reset- 
tlement agencies,  sponsors,  and  refugees  by  providing  an  earlier  incentive  for  em- 
ployment and  self-support. 

Comment:  Several  commenters  proposed  alternative  durations  of  assistance,  rang- 
ing from  12  to  36  months  (e.g.  12,  15,  24,  27  or  36  months). 

Response:  No  given  period  of  assistance  will  be  optimal  for  all  refugees.  Based  on 
our  consultation  with  the  resettlement  agencies,  we  concluded  that  18-months  gen- 
erally provides  the  most  reasonable  period  of  special  cash  and  medical  assistance 
eligibility  for  most  refugees. 

Comment:  A  few  commenters  recommended  different  durations  of  eligibility  de- 
pending on  family  characteristics,  (e.g.,  aid  to  families  for  36  months;  single  adults 
for  6  months;  no  assistance  to  single  adults;  etc.)  or  an  ethnic  group  (e.g.,  special 
assistance  for  Hmong). 

Response:  Although  only  a  few  commenters  recommended  different  periods  of  eli- 
gibility based  on  family  characteristics,  their  recommendations  varied  as  to  what 
characteristics  merited  longer  or  shorter  periods  of  eligibility.  Sufficient  data  do  not 
exist  which  would  support  unequal  eligibility  periods  for  RCA  and  RMA  based  on 
such  characteristics. 

Comment:  Several  commenters  raised  concern  about  the  duration  of  RMA,  con- 
tending that,  under  many  State  public  assistance  programs,  medical  assistance 
would  not  be  available  to  refugees. 

Response:  Since  most  health  problems  specific  to  refugees  can  be  met  during  the 
first  18  months,  the  Department  does  not  believe  it  is  appropriate  to  provide  refu- 
gees with  subsequent  special  eligibility  for  medical  assistance  that  is  not  available 
to  U.S.  citizens  and  other  permanent  residents  of  the  United  States. 

Comment:  Several  commenters  opposed  terminating  RMA  after  18  months,  con- 
tending that  the  availability  of  such  assistance  enables  refugees  who  are  unable  to 
afford  medical  insurance  to  take  jobs  without  fear  of  losing  medical  assistance  cov- 
erage. 

Response:  Medical  assistance  coverage  and  the  availability  of  public  health  serv- 
ices vary  by  State  and  locality.  Many  low-income  refugees  will  continue  to  be  eligi- 
ble for  medical  assistance  under  regular  programs  after  18  months.  We  do  not  be- 
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lieve  that  a  continued  special  program  of  assistance  for  refugees,  as  compared  with 
citizens  in  similar  circumstances,  is  appropriate  after  the  initial  transition  period. 

Comment:  One  commenter  suggested  that  the  18  month  period  of  RCA  and  RMA 
be  counted  from  the  date  a  refugee  is  determined  eligible  for  assistance  instead  of 
18  months  from  the  refugee's  date  of  arrival. 

Response:  The  special  eligibility  of  refugees  for  cash  and  medical  assistance  is  in- 
tended to  help  them  during  their  initial  period  of  adjustment  to  U.S.  society.  There 
is  no  rationale  for  according  refugees  special  assistance  of  a  type  unavailable  to  citi- 
zens in  similar  circumstances  when  refugees  may  reasonably  be  expected  to  have 
had  adequate  time  to  adjust  and  be  assimilated  into  American  society. 

Comment:  Some  commenters  recommended  that  the  period  for  RMA  be  longer 
than  the  period  for  RCA. 

Response:  We  are  not  aware  of  any  substantial  data  which  support  the  need  for, 
or  justify,  a  longer  period  of  special  eligibility  for  medical  assistance  than  for  cash 
assistance.  In  addition,  as  noted  previously,  refugees  will  continue  to  be  eligible  on 
the  same  basis  as  non-refugees  for  publicly  funded  medical  assistance  and  health 
care  after  the  18-month  period. 

Comment:  A  few  commenters  requested  clarification  on  whether  the  18-month 
period  of  RCA  and  RMA  applies  to  unaccompanied  minors. 

Response:  The  regulations  do  not  affect  the  duration  of  assistance  to  unaccompan- 
ied minors.  Section  412(d)(2)  of  the  Immigration  and  Nationality  Act  provides  that 
in  the  case  of  a  refugee  child  who  is  unaccompanied  by  a  parent  or  other  close  rela- 
tive, assistance  may  be  provided  until  the  month  after  the  child  attains  18  years  of 
age  (or  such  higher  age  as  provided  in  the  State's  child  welfare  services  plan).  Such 
assistance  is  not  limited  to  the  minor's  first  thirty-six  months  in  this  country.  Unac- 
companied minors  may  be  affected  by  the  new  RCA  and  RMA  rules  only  in  those 
cases  where  minors  reach  the  age  of  majority  within  less  than  a  36-month  period 
following  their  initial  entry  into  the  United  States.  In  such  cases,  individual  would 
be  affected  by  these  rules  only  at  the  point  in  time  that  they  are  no  longer  minors 
under  the  laws  of  their  States  of  residence. 

Payment  levels 

Comment:  In  some  instances,  commenters  recommended  payment  levels  lower 
than  the  AFDC  level  during  the  18  month  period  of  cash  assistance. 

Response:  The  Department  believes  that  in  general,  refugees  do  have  special  prob- 
lems and  needs  during  their  initial  transitional  period  of  months  in  this  country.  In 
order  to  facilitate  an  effective  adjustment  to  their  new  country,  the  Department  be- 
lieves that  a  level  of  assistance  adequate  to  fulfill  refugees  basic  needs  should  be 
made  available  to  them  during  an  initial  period  in  which  they  can  seek  employment 
and  obtain  skills  necessary  to  self-support.  Because  a  State's  AFDC  need  level  repre- 
sents a  State  estimate  of  the  amount  of  money  needed  to  cover  an  individual's  basic 
costs  of  food,  clothing,  and  shelter  in  that  State,  the  Department  believes  that  this  is 
a  reasonable  and  appropriate  assistance  payment  standard  to  adopt  in  the  special 
refugee  cash  assistance  program.  A  lower  level  of  assistance  during  a  refugee's  ini- 
tial months  of  residence  in  the  United  States  might  leave  him  without  the  means  of 
obtaining  basic  needs  during  a  period  when  he  cannot  reasonably  be  assumed  to 
have  had  adequate  time  to  establish  a  means  of  self-support. 

In  addition,  the  use  of  AFDC  payment  levels  is  advantageous  from  an  administra- 
tive standpoint,  since  eligibility  determination  procedures  and  payment  structures 
already  in  place  in  the  AFDC  program  can  be  utilized  in  the  Refugee  Program. 

Comment:  One  commenter  recommended  that  a  uniform,  nationwide  payment 
level  be  established  as  a  disincentive  to  secondary  migration  to  States  which  have 
higher  AFDC  payment  levels. 

Response:  There  is  no  evidence  that  the  varying  levels  of  AFDC  payments  in  the 
States  is  related  to  patterns  of  secondary  migration  among  refugees.  Also,  as  ex- 
plained in  the  response  to  the  comment  above,  one  rationale  behind  the  use  of 
AFDC  payment  levels  in  the  refugee  cash  assistance  program  is  the  fact  that  these 
levels  are  related  to  the  basic  costs  of  living,  which  vary  significantly  from  State  to 
State.  A  uniform  payment  level  would  undercut  this  rationale.  Establishment  of  a 
uniform  payment  level  could  result  in  payment  levels  to  refugees  being  higher  in 
some  States  than  assistance  payments  to  the  welfare  recipients  among  the  State's 
general  population.  We  think  this  type  of  situation  could  foster  feelings  among  low- 
income  groups  that  would  hamper  the  refugee's  adjustment  into  American  commu- 
nities. 

Comment:  Two  commenters  proposed  that  a  household  concept  be  adopted,  under 
which  all  persons  in  a  household  would  be  considered  as  a  single  assistance  case, 
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resulting  in  a  lower  payment  than  if  a  household  were  divided  into  separate  assist- 
ance units. 

Response:  Use  of  a  household  concept  for  determination  of  RCA  eligibility  and 
amount  of  assistance  is  permissible  under  current  policy  and  will  continue  to  be  per- 
missible under  the  18-month  policy.  A  State  may  adopt  the  family  unit  concept  for 
RCA  if  it  wishes  to  do  so. 

General  assistance 

Comment:  As  an  alternative  to  Federal  reimbursement  of  GA,  one  commenter  rec- 
ommended providing  block  grants  to  States  for  the  purpose  of  providing  assistance 
to  refugees  during  their  second  18-month  period  in  the  United  States,  and  permit- 
ting States  to  determine  funding  levels  for  cash  and  medical  assistance  to  refugees. 

Response:  As  is  indicated  in  the  Department's  responses  to  many  of  the  com- 
ments, the  primary  purpose  of  providing  reimbursement  of  State  GA  costs  during  a 
refugee's  second  18  month  period  in  the  country  is  to  continue  to  assume  at  the  Fed- 
eral level  the  financial  burden  of  assistance  provided  by  States  to  refugees  during  a 
full  36  month  period  following  their  entry  into  the  United  States.  The  Department 
also  believes  that  an  18  month  period  of  special  assistance  should  be  an  adequate 
time  period  to  permit  a  refugee  who  is  neither  aged,  blind,  disabled,  a  minor,  or  re- 
sponsible for  dependent  children  to  substantially  adjust  to  life  in  America  and  es- 
tablish a  means  of  self-support.  After  this  initial  18  month  period,  the  Department 
believes  that  a  refugee  who  is  not  disadvantaged  by  age,  physicial  handicaps  or  re- 
sponsibilities for  minor  dependents  should  be  expected  to  live  in  the  community 
with  no  more  public  assistance  than  the  State  considers  it  appropriate  to  afford 
other  State  citizens  and  residents  in  similar  circumstance. 

For  these  reasons,  the  policy  of  providing  optional  Federal  reimbursement  of 
State  GA  costs  incurred  during  a  refugee's  second  18  months  in  the  United  States 
was  determined  to  be  more  consistent  with  the  Department's  current  goals  and 
views  relative  to  refugee  resettlement  than  a  block-grant  approach  to  funding  of 
State  assistance  to  refugees.  However,  the  use  of  block  grants  in  the  Refugee  Reset- 
tlement Program  is  an  option  that  may  well  be  examined  and  considered  at  a  future 
date,  if  such  a  funding  approach  seems  appropriate  in  the  light  of  relevant  facts  and 
legal  authorities. 

Comment:  Some  commenters  pointed  out  that  aid  would  not  be  available  to  refu- 
gees in  States  and  localities  where  GA  does  not  exist  or  where  the  program  is  highly 
restrictive. 

Response:  After  the  initial  18-month  transition  when  refugees  are  most  in  need, 
we  believe  that  refugees  should  receive  assistance  on  the  same  basis  as  other 
groups.  The  problem  identified  in  the  comment  is  one  which  affects  indigent  citizens 
as  well  as  refugees  in  certain  States.  Thus,  it  is  a  problem  which  needs  to  be  ad- 
dressed thrugh  measures  at  various  levels  of  government  in  a  context  broader  than 
the  refugee  program. 

Comment:  Several  respondents  commented  that  counties  will  not  want  to  seek  re- 
imbursement for  GA  provided  to  refugees  because  of  administrative  burden  and 
that  States  will  have  difficulty  verifying  local  claims  for  GA  reimbursement. 

Response:  We  have  revised  the  regulation  to  make  clear  that  reimbursement  of 
GA  costs  includes  the  administrative  costs  of  providing  such  assistance  to  refugees. 
Also,  in  order  to  provide  maximum  flexibility,  States  could,  but  would  not  be  re- 
quired, to  claim  reimbursement  for  State  or  local  GA  costs. 

Comment:  Instead  of  providing  aid  through  GA  programs  during  the  refugee's 
second  18-month  period,  some  commenters  suggested  providing  RCA  at  a  reduced 
payment  level. 

Response:  Earlier  consultations  with  States  indicated  strenuous  objection  to  such 
a  provision  because  of  the  administrative  complexity.  We  believe  that  providing 
RCA  at  a  reduced  payment  level  would  create  greater  administrative  burdens  for 
the  States  than  the  policy  implemented  in  these  rules.  We  believe  that  18  months  of 
RCA  eligibility  and  funding  for  GA  during  a  refugee's  second  18  months  will  encour- 
age early  employment,  avoid  prolonged  dependence  on  cash  assistance,  and  avoid 
placing  an  undue  administrative  burden  on  the  States. 

Reimbursement 

Comment:  One  commenter  recommended  that  reimbursement  to  States  be  limited 
to  75  percent  of  RCA  cost  during  a  refugee's  first  18  months  and  75  percent  of  GA 
costs  during  the  second  18  months. 

Response:  We  considered  this  and  other  options  which  would  reduce  the  level  of 
Federal  reimbursement.  We  rejected  all  such  options  because  they  would  have  the 
effect  of  transferring  refugee  assistance  costs  to  the  States  and  localities.  The  policy 
we  selected  offsets  burdens  to  States  and  localities  by  continuing  to  permit  Federal 
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funding  of  the  costs  they  would  otherwise  incur  for  assisting  refugees  during  their 
first  36  months  in  this  country. 

Comment:  In  order  to  reduce  administrative  costs,  some  commenters  recommend- 
ed that  GA  to  refugees  not  be  reimbursed. 

Response:  Several  of  the  options  we  considered  in  developing  the  assistance  policy 
changes  would  not  have  provided  reimbursement  for  State  and  local  GA  costs.  Con- 
sistent with  our  view  that  the  Federal  government  should  assume  the  financial 
burden  of  costs  to  States  and  localities  during  the  initial  36  month  period  of  assist- 
ance to  refugees,  we  decided  against  recommendations  not  to  permit  reimbursement 
for  GA. 

Comment:  Several  commenters  recommended  that  the  regulations  specify  wheth- 
er GA  administrative  costs  would  be  reimbursable,  and,  if  so,  within  what  time- 
frame. 

Response:  We  have  revised  the  regulation  to  clarify  that  reimbursement  for  assist- 
ance provided  to  refugees  under  GA  programs  includes  reimbursement  for  the  ad- 
ministrative costs  of  providing  such  assistance. 

Comment:  A  few  commenters  recommended  that  the  Federal  Government  reim- 
burse localities  directly  instead  of  through  the  States. 

Response:  The  refugee  program  has  since  its  inception  reimbursed  all  State  and 
local  cash  and  medical  assistance  costs  through  a  single  grant  made  to  each  state  or 
territory. 

We  do  not  believe  that  this  practice  should  be  altered  by  the  new  regulations. 
While  the  new  rule  allows  the  Federal  government  to  reimburse  local  general  assist- 
ance which  is  often  administered  by  counties,  we  believe  States  are  in  the  best  posi- 
tion to  coordinate  and  consolidate  county  reimbursement  claims. 

Moreover,  the  Office  of  Refugee  Resettlement  does  not  have  staff  resources  to  pro- 
vide direct  grants  in  a  timely  manner  to  each  of  the  possible  hundreds  of  local  juris- 
dictions which  administer  the  general  assistance  programs. 

State  costs  associated  with  consolidating  these  claims  and  distributing  Federal 
funds  to  the  counties  may  be  claimed  as  a  reimbursable  expense  under  the  Refugee 
Act  of  1980. 

Conditions  of  Eligibility 

Comment:  A  few  commenters  suggested  denying  assistance  to  any  refugee  who  is 
not  enrolled  in  an  English  language  or  job  training  class  or  who  is  not  making  prog- 
ress in  such  a  class.  Others  recommended  requiring  one  year  of  English  training  as 
a  condition  of  receiving  assistance. 

Response:  Existing  policy  provides  that  an  employable  refugee  is  required  to 
accept  appropriate  employment  or  training  as  a  condition  for  receipt  of  assistance. 
We  do  not  believe  it  is  essential  to  require  participation  in  English  language  classes 
as  a  condition  of  eligibility.  Not  all  refugees  require  such  training.  Also,  we  have 
found  that  those  who  do  generally  make  use  of  available  programs. 

Comment:  Some  commenters  suggested  strengthening  job  search  and  job  accept- 
ance requirements. 

Response:  We  believe  that  this  recommendation  has  merit  and  are  considering 
this  question  in  connection  with  the  development  of  overall  regulations  for  the  refu- 
gee program. 

$30  plus  one-third  disregard 

Comment:  Many  commenters  urged  retaining  a  $30  plus  one-third  disregard  to 
provide  a  work  incentive  and  to  provide  uniformity  between  RCA  and  AFDC. 

Response:  We  do  not  believe  it  is  essential  to  make  the  RCA  and  AFDC  programs 
uniform.  The  $30  plus  one-third  disregard  is  authorized  in  statute  specifically  for 
the  AFDC  program.  We  gave  careful  consideration  to  continuing  application  of  the 
$30  plus  one-third  disregard  in  the  RCA  program,  but  concluded  that  not  applying 
such  a  disregard  would  not  necessarily  result  in  reduced  work  incentives  among  ref- 
ugees. Assistance  should  be  targeted  to  those  most  in  need  and  not  be  viewed  as  a 
supplement  to  earnings.  Also,  we  do  not  believe  that  all  of  the  special  AFDC  disre- 
gards must  apply  in  the  RCA  program  to  maximize  effective  resettlement. 

Comment:  Instead  of  eliminating  the  $30  plus  one-third  disregard,  one  commenter 
recommended  that  RCA  be  limited  to  cases  where  the  refugee  is  employed  less  than 
100  hours  per  month,  as  in  the  AFDC-Unemployed  Parent  program. 

Response:  The  100  hour  rule  is  another  provision  authorized  in  statute  specifically 
for  the  AFDC  program.  As  indicated  above,  we  do  not  believe  that  the  same  provi- 
sions must  apply  in  RCA  and  AFDC. 
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Effect  on  refugees 

Comment:  A  few  commenters  believed  that  the  shorter  duration  of  assistance  to 
refugees  not  eligible  for  AFDC  on  the  basis  of  family  composition  would  cause  such 
families  to  break  up  so  they  could  qualify  for  AFDC. 

Response:  While  some  believe  the  policy  could  cause  refugee  households  to  break 
up,  others  believe  the  policy  could  lead  to  household  consolidations  to  share  re- 
sources. There  is  no  research  evidence  to  suggest  that  the  shorter  duration  of  assist- 
ance would  alter  the  composition  of  refugee  families  in  any  way. 

Comment:  A  few  commenters  said  that  the  new  policy  would  increase  physical 
and  mental  illness,  and  suicide  among  refugees.  Others  opposed  the  shorter  dura- 
tion of  Medicaid-level  assistance,  believing  it  would  affect  the  health  status  of  refu- 
gees who  have  chronic  or  severe  health  problems. 

Response:  Most  of  the  health  problems  specific  to  refugees  can  be  met  during 
their  first  18  months  in  this  country.  There  is  no  evidence  to  show  that  after  18 
months  in  the  U.S.  refugees  have  more  severe  health  problems  than  non-refugees. 
Refugees  who  are  eligible  for  SSI  and  AFDC  continue  to  receive  Medicaid  benefits 
after  18  months.  The  medical  assistance  that  States  or  localities  provide  to  refugees 
under  GA  programs  is  reimbursable  during  a  refugee's  second  18  months  in  this 
country. 

Assistance  to  Cuban  and  Haitian  entrants 

The  new  regulations  continue  in  effect  the  policy  of  reimbursing  the  provision  of 
cash  and  medical  assistance  to  Cuban  and  Haitian  entrants  at  the  same  levels  and 
to  the  same  extent  that  Federal  reimbursement  is  provided  for  assistance  to  refu- 
gees. Several  commenters  argued  in  favor  of  establishing  different  cash  and  medical 
assistance  reimbursement  policies  in  the  entrant  and  refugee  programs.  Specifically, 
several  commenters  suggested  that  the  proposed  changes  relating  to  cash  and  medi- 
cal assistance  for  individuals  not  meeting  eligibility  requirements  of  Social  Security 
Act  programs  for  cash  and  medical  assistance  to  the  needy  should  not  be  made  ap- 
plicable to  the  entrant  program. 

Although  the  Department  is  sensitive  to  the  fact  that  some  of  the  specific  circum- 
stances and  needs  of  Cuban  and  Haitian  entrants  may  differ  from  those  of  refugees, 
we  interpret  current  law  to  require  implementation  of  the  same  cash  and  medical 
assistance  policies  in  the  refugee  and  entrant  programs.  Section  501(a)  of  the  Refu- 
gee Education  Assistance  Act  of  1980  (8  U.S.C.  1522,  note)  charges  the  responsible 
Federal  agency  to  exercise  "identical"  authorities  with  respect  to  entrants  as  are 
exercised  in  providing  cash  and  medical  assistance  to  refugees  under  the  Refugee 
Act  of  1980.  The  Department  has  interpreted  this  charge  in  light  of  the  legislative 
history  of  section  501(a),  particularly  analysis  of  the  provision  by  one  of  its  authors, 
Congressman  Fascell. 

On  September  30,  1980,  on  the  floor  of  the  House  of  Representatives,  Congress- 
man Fascell  stated  with  reference  to  §  501(a)  that, 

"*  *  *  it  is  the  intent  of  Congress  that  services  provided  pursuant  to  this  section 
shall  be  provided  to  Cuban  and  Haitian  entrants  by  the  same  agencies  under  the 
same  conditions,  and  to  the  same  extent,  that  assistance  is  provided  to  persons  deter- 
mined to  be  refugees  in  accordance  with  the  terms  of  the  Refugee  Act  of  1980."  (em- 
phasis added)  125  Cong.  Rec.  No.  153  Part  II  at  p.  H10122  (96th  Cong.  2nd  Sess., 
September  30,  1980)." 

Thus,  the  Department  believes  that  it  is  directly  following  the  intent  of  the  Con- 
gress in  implementing  the  same  cash  and  medical  assistance  rules  in  both  the  en- 
trant and  refugee  programs. 

Concerns  raised  by  commenters  regarding  the  specific  effects  of  application  of  the 
new  cash  and  medical  assistance  rules  to  the  Cuban  and  Haitian  entrant  program 
are  discussed  below: 

Comment:  Some  comments  received  expressed  apprehension  that  the  sudden  ter- 
mination of  assistance  to  entrants  could  have  disruptive  effects  on  communities 
with  high  concentrations  of  entrants. 

Response:  It  is  unavoidable  that  the  effects  of  changes  in  Federal  policy  relating 
to  assistance  for  Cuban  and  Haitian  entrants  will  be  felt  most  keenly  in  communi- 
ties with  higher  concentrations  of  entrants.  However,  as  indicated  by  the  explana- 
tion of  Department  reasoning  as  set  forth  in  the  NPRM,  the  specific  changes  in 
policy  upon  which  by  the  Department  decided  are  designed  to  cause  as  little  disrup- 
tion as  possible  and  at  the  same  time,  stay  within  budgetary  limitations  and  pro- 
mote desirable  programmatic  goals.  For  these  reasons,  the  new  rules  reduce  the 
period  of  federally-reimbursed  cash  and  medical  assistance  primarily  for  entrants 
who,  if  they  were  American  citizens,  would  not  qualify  for  cash  or  medical  benefits 
under  existing  Federal  or  State  programs.  Thus,  in  general,  the  circumstances  of  en- 
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trants  whose  receipt  of  assistance  may  be  terminated  by  these  rules  are  comparable 
to  the  circumstances  of  American  citizens  who,  in  the  judgment  of  Federal  and 
State  legislators  as  reflected  in  existing  social  welfare  legislation,  are  expected  to  be 
capable  of  sustaining  themselves  without  public  assistance.  Because  of  their  ac- 
knowledged special  needs  upon  coming  to  the  United  States,  however,  entrants  and 
refugees  are  afforded  a  significant  period  of  special  assistance,  i.e.,  18  months,  even 
if  their  circumstances  would  fail  to  qualify  a  citizen  for  any  publicly  funded  aid. 

Moreover,  the  Department  hopes  that  projects  designed  to  minimize  possible  dis- 
ruptive effects  on  communities  with  high  entrant  concentrations  will  be  established 
under  the  proposed  new  program  of  targeted  assistance  grants,  of  which  notice  is 
given  today  in  the  Federal  Register. 

Comment:  Some  commenters  expressed  concern  that  the  new  cash  and  medical 
assistance  rules  would  have  a  greater  effect  on  entrants  than  refugees  because  some 
entrants  are  ineligible  for  AFDC,  SSI  or  Medicaid  due  to  their  immigration  status. 

Response:  Only  a  small  percentage  of  the  entrants  whose  period  of  receipt  of  fed- 
erally funded  cash  and  medical  assistance  will  be  reduced  upon  implementation  of 
the  new  rules  are  over  sixty  five  years  of  age,  blind,  disabled,  or  members  of  fami- 
lies with  dependent  children  in  the  United  States.  Therefore,  the  Department  does 
not  expect  that  these  new  rules  will  have  significantly  greater  effect  upon  the  en- 
trant population  than  the  refugee  population  as  a  result  of  differences  in  immigra- 
tion status  within  the  Cuban  and  Haitian  entrant  groups. 

Comment:  One  commenter  asserted  that  the  new  assistance  policies  would  result 
in  serious  cost  increases  for  public  hospitals  because  of  the  unavailability  of  Federal 
reimbursement  for  costs  of  care  to  indigent  entrants. 

Response:  Unavoidably,  there  may  be  some  needs  of  Cuban  and  Haitian  entrants 
that  cannot  be  provided  within  the  framework  of  federally  funded  cash  and  medical 
assistance  programs.  The  same  is  true,  of  course,  in  relation  to  any  other  financially 
or  otherwise  disadvantaged  group  in  the  United  States.  Necessary  medical  care  for 
entrants  not  covered  under  the  cash  and  medical  assistance  program  implemented 
by  these  regulations,  however,  would  be  permissible  purpose  for  which  project  grant 
funds  awarded  under  the  proposed  new  targeted  assistance  program,  announced 
today  in  the  Federal  Register,  could  be  used.  Thus,  the  Department  hopes  that  po- 
tential problems  of  the  type  anticipated  in  this  comment  can  be  minimized  through 
the  effective  use  of  project  grant  funds. 

Comment:  Some  commenters  predicted  that  the  new  assistance  policies  would 
hamper  effects  to  place  entrants  because  some  States  would  be  unwilling  to  accept 
within  their  borders  entrants  no  longer  eligible  for  federally  funded  cash  and  medi- 
cal assistance. 

Response:  The  Department  does  not  think  that  the  new  rules  will  have  a  substan- 
tial effect  upon  the  success  of  placement  and  resettlement  efforts.  First,  we  are 
aware  of  no  legally  sanctioned  mechanism  through  which  a  State  could  "refuse  to 
accept"  an  entrant's  placement  or  resettlement  in  that  State  based  upon  the 
unavailability  of  federally  funded  assistance.  In  addition,  these  should  be  little  moti- 
vation for  such  action  on  the  part  of  a  State,  since  the  regulations  continue  to  pro- 
vide for  Federal  reimbursement  during  a  full  36-month  period  for  assistance  costs 
which  a  State  is  legally  obligated  to  incur  on  behalf  of  a  refugee  or  entrant.  Finally, 
we  point  out  that  the  regulations  specifically  provide  for  the  18-month  period  of  spe- 
cial refugee  assistance  to  run  from  the  date  of  an  entrant's  parole  rather  than  his 
physical  entry  into  the  United  States.  Therefore,  most  entrant  placements  will 
occur  at  a  time  when  the  entrant  has  at  least  an  18-month  transition  period  of  fully 
federally  funded  cash  and  medical  assistance  before  him,  and  during  which  he  may 
become  adjusted  to  American  society  and  establish  a  basis  for  self-support. 

Comment:  Some  commenters  suggested  that  an  "impact  aid"  program  should  be 
put  into  effect  prior  to  implementation  of  the  new  rules. 

Response:  Although  the  Department  does  not  plan  to  implement  an  "impact  aid" 
program  as  such,  the  proposed  new  program  of  targeted  assistance  project  grants, 
described  in  the  notice  published  today  in  the  Federal  Register,  is  expected  to  serve 
a  number  of  similar  purposes.  The  Department  is  acting  to  put  the  new  grant  pro- 
gram into  effect  as  soon  as  possible  within  constraints  resulting  from  the  limited 
availability  of  funds,  the  desirability  of  affording  the  public  an  opportunity  to  com- 
ment on  the  new  program,  and  statutory  requirements  relating  to  applications  for 
grants  under  the  Refugee  Act  of  1980  and  the  Refugee  Education  Assistance  Act  of 
1980. 

Comment:  One  comment  stated  that  the  proposed  rules  were  unclear  as  to  wheth- 
er an  arrival  date  before  October  10,  1980  is  still  of  significance  in  determining  an 
entrant's  eligibility  under  the  AFDC  program. 
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Response:  The  NPRM  did  not  address  this  issue  because  the  subject  matter  of  the 
proposed  rules  did  not  include  eligibility  criteria  applicable  in  determination  of  eli- 
gibility for  the  AFDC  program.  The  date  of  October  10,  1980  per  se  is  of  no  signifi- 
cance to  determinations  of  AFDC  eligibility.  However,  the  immigration  status  that 
has  generally  been  accorded  by  the  Immigration  and  Naturalization  Service  (INS)  to 
entrants  who  were  known  by  the  INS  to  have  arrived  physically  in  this  country  on 
or  before  that  date  is  of  significance  of  AFDC  eligibility,  as  well  as  to  determina- 
tions of  eligibility  under  the  Medicaid  and  SSI  programs.  That  status,  i.e.,  "Cuban/ 
Haitian  entrant  (status  pending)"  has  been  characterized  by  the  INS  in  a  manner 
indicating  that  aliens  with  this  status  are  persons  "permanently  residing  in  the 
United  States  under  color  of  law"  within  the  meaning  of  AFDC  regulations  appear- 
ing at  45  CFR  233.50.  Accordingly,  entrants  with  this  status  may  qualify  for  AFDC 
benefits,  while  the  different  immigration  status  accorded  other  entrants  fails  to  es- 
tablish that  their  residence  in  the  United  States  is  of  a  sufficiently  "permanent" 
character  to  permit  AFDC  eligibility  under  existing  regulatory  standards.  Because  a 
similar  eligibility  standard  relating  to  permanent  residence  is  applicable  in  the  SSI 
and  Medicaid  programs  (see  section  1614(a)(B)(ii)  of  the  Social  Security  Act,  and 
Medicaid  regulations  at  42  CFR  435.402),  the  INS  status  that  has  been  accorded 
most  pre-October  11  entrant  arrivals  is  also  of  significance  in  those  programs. 

Comment:  One  commenter  indicated  concern  that  the  provision  of  §401.12  of  the 
new  rules  would  require  that  each  and  every  innovative  program  established  for  ref- 
ugees be  established  for  entrants  as  well. 

Response:  Section  401.12  is  not  intended  to  require  precise  duplication  in  the  en- 
trant program  of  each  and  every  measure  taken  or  project  established  to  assist  refu- 
gees. As  is  explained  above,  however,  the  Department  interprets  section  501(a)  of 
the  Refugee  Education  Assistance  Act  of  1980  to  require  that  federally  funded  cash 
and  medical  assistance  be  provided  to  entrants  to  the  same  extent,  in  terms  of  the 
duration  and  levels  of  assistance,  as  such  assistance  is  provided  to  refugees,  and 
based  upon  essentially  the  same  standards  for  determination  of  eligibility  as  are  ap- 
plied in  the  Refugee  Program. 

Implementation  date 

Comments:  Many  commenters  advised  against  implementing  the  proposed  policy 
on  February  1,  1982,  most  frequently  citing  operational  problems  and  advance 
notice  requirements  as  the  basis  for  opposition. 

Response:  We  recognized  the  operational  difficulties  which  could  have  been  inher- 
ent in  a  February  1,  1982  implementation  date.  After  careful  consideration,  we  de- 
cided to  set  an  effective  date  of  April  1,  1982  to  permit  more  administrative  lead 
time  to  ensure  proper  implementation.  In  view  of  the  limitations  in  the  FY  1982 
budget  for  the  refugee  and  entrant  programs,  we  are  unable  to  delay  the  effective 
date  beyond  April  1,  1982. 

Other  comments 

Comment:  A  few  comments  were  received  expressing  the  view  that  the  new  rules 
violate  the  legislative  intent  in  the  Refugee  Act  of  1980  that  refugees  be  afforded 
"special  treatment."  Some  of  these  comments  specifically  questioned  the  legitimacy 
of  the  Department's  view  that  it  is  a  desirable  goal  in  the  refugee  resettlement  pro- 
gram to  promote  comparable  treatment  of  refugees  and  other  low-income  groups. 

Response:  The  Department  does  not  assert,  nor  do  the  new  rules  reflect  a  view, 
that  refugees  should  be  treated  in  precisely  the  same  manner  as  citizens  with  re- 
spect to  federally  funded  assistance.  The  Department  agrees  that  the  Refugee  Act  of 
1980  represents  a  legislative  recognition  of  the  fact  that  refugees  have  special  needs 
and  are  likely  to  require  some  special  assistance  in  order  to  effectively  resettle  in  a 
new  country.  Accordingly,  these  new  rules  continue  to  provide  for  a  significant 
period  of  federally  funded  cash  and  medical  assistance  to  refugees,  even  in  the  cases 
of  refugees  whose  circumstances  would  not  satisfy  eligibility  requirements  of  assist- 
ance programs  generally  available  to  citizens  and  residents  of  the  United  States. 
Moreover,  the  program  administered  for  the  benefit  of  refugees  under  the  Refugee 
Act  of  1980  continues  to  provide  for  numerous  types  of  special  resettlement  services 
for  refugees,  including  social  services  and  English  language  training.  At  the  same 
time,  the  Department  believes  that  community  acceptance  is  an  important  aspect  of 
effective  resettlement  of  refugees  in  this  country.  Resentment  against  refugees  on 
the  part  of  other  low-income  groups  could  delay  this  acceptance.  Thus,  particularly 
in  a  time  when  publicly  funded  benefits  received  by  American  citizens  are  being  re- 
duced, we  believe  that  widely  disparate  treatment  of  refugees  and  other  United 
States  residents  under  federally  funded  assistance  programs  would  be  counterpro- 
ductive to  the  goal  of  refugee  resettlement.  For  this  reason,  the  Department  has 
made  a  major  effort  in  these  rules  to  strike  an  appropriate  balance  between  provid- 
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ing  needed  "special  treatment"  for  refugees  and  avoiding  refugee  assistance  policies 
that  could  be  perceived  as  unfair  or  inequitable  in  relation  to  the  federally  funded 
assistance  made  available  to  American  citizens  or  other  United  States  residents 
with  low  income. 

Comment:  A  few  commenters  stated  that  they  felt  Congress  should  have  been  con- 
sulted prior  to  implementation  of  the  new  policies. 

Response:  Although  a  formal  consultation  with  Congress  was  not  conducted  in 
regard  to  the  proposed  cash  and  medical  assistance  policy  changes,  several  interest- 
ed members  of  the  Congress  were  informed  of  the  proposed  policies  prior  to  their 
publication  in  the  Federal  Register  as  an  NPRM.  Moreover,  contact  and  dialogue 
between  the  Department  and  members  of  the  Congress  pertaining  to  the  new  rules 
have  been  extensive  during  the  comment  period  following  publication  of  the  NPRM. 
The  Department  has  received  approximately  sixty  letters  from  members  of  the  Con- 
gress regarding  these  rules,  and  has  carefully  considered  their  comments  and  views 
prior  to  final  publication  and  implementation  of  these  interim  final  regulations. 

Comment:  One  commenter  proposed  that  HHS  seek  a  supplemental  appropriation 
instead  of  implementing  the  policy  proposed  in  the  NPRM. 

Response:  The  Department  has  long  been  considering  ways  to  make  the  assistance 
available  to  refugees  more  comparable  to  the  aid  available  to  other  low-income 
groups.  The  FY  1982  budget  which  the  Administration  submitted  to  the  Congress 
assumed  that  HHS  would  implement  assistance  policy  modifications  for  those  refu- 
gees and  entrants  who  are  ineligible  for  AFDC,  SSI,  adult  assistance  or  Medicaid. 

We  strongly  believe  that  program  changes  are  essential  to  reduce  the  likelihood  of 
unnecessary  welfare  dependency  resulting  from  extended  periods  of  special  support 
for  refugees  and  entrants.  We  also  want  to  reduce  the  degree  of  special  treatment 
for  refugees  and  entrants,  which  results  in  unequal  treatment  among  low-income 
populations.  Thus  we  have  not  chosen  to  seek  a  supplemental  appropriation  to  con- 
tinue current  policy. 

The  policy  in  this  interim  final  rule  represents  a  fair  balance  of  program  concerns 
and  provides  support  to  refugees  and  entrants  during  the  transitional  period  when 
they  have  the  greatest  need.  Because  the  Refugee  Act  expressly  limits  our  authority 
to  provide  assistance  to  the  extent  of  available  appropriations,  we  have  scheduled 
the  effective  date  accordingly. 

Several  commenters  addressed  their  concerns  to  the  refugee  programs  in  general 
rather  than  specifically  the  new  cash  and  medical  assistance  policy.  We  have  not 
discussed  those  comments  in  the  preamble  since  they  do  not  relate  directly  to  cash 
and  medical  assistance.  However,  we  are  studying  these  comments  and  will  consider 
adopting  or  testing  those  with  merit. 

PART  400 — REFUGEE  RESETTLEMENT  PROGRAM 

45  CFR  Part  400  is  amended  as  follows: 

(1)  Sections  400.12  through  400.61  are  added  and  reserved. 

§  400.12-400.61  [Reserved] 

(2)  A  new  §  400.62  is  added  to  read  as  follows: 

§  400.62  Refugee  cash  and  medical  assistance:  Need  standards;  consideration  of 
income  and  resources;  payment  levels,  and  duration  of  eligibility. 

(a)  Definitions.  For  purposes  of  this  section — 

(1)  "Filing  unit"  means  an  individual  or  individuals  whose  needs  are  taken  into 
account  in  determining  eligibility  for,  and  the  amount  of,  assistance  for  which  Fed- 
eral reimbursement  is  claimed  under  this  part. 

(2)  "General  Assistance  program"  means  a  financial  and/or  medical  assistance 
program  existing  in  a  State  or  local  jurisdiction  and  which:  (i)  Is  funded  entirely  by 
State  and/or  local  funds;  (ii)  is  generally  available  to  needy  persons  residing  in  the 
State  or  locality  who  meet  specified  income  and  resource  requirements;  (iii)  consists 
of  one-time,  emergency,  or  ongoing  assistance  intended  to  meet  basic  needs  of  recipi- 
ents, such  as  for  food,  clothing,  shelter,  medical  care  or  other  essentials  of  living. 

(3)  "Refugee  cash  assistance"  means  cash  assistance  provided  under  section  412(e) 
of  the  Act  to  refugees  who  are  ineligible  for  AFDC,  the  adult  assistance  programs 
(OAA,  AB,  APTD,  AABD),  or  SSI,  and  who  have  resided  in  the  United  States  for 
less  than  an  18-month  period  from  their  initial  entry  to  the  country. 

(4)  "Refugee  medical  assistance"  means  medical  assistance  provided  under  section 
412(e)  of  the  Act  to  refugees  who  are  ineligible  for  Medicaid  benefits  and  who  have 
resided  in  the  United  States  for  less  than  an  18-month  period  following  their  initial 
entry  to  the  country. 
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(b)  Need  standards.  In  determining  need  for  refugee  cash  assistance,  a  State  must 
use  the  State's  AFDC  need  standards  established  under  regulations  at  §  233.20(a)  (1) 
and  (2)  of  this  title. 

(c)  Consideration  of  income  and  resources.  In  considering  the  income  and  resources 
of  applicants  for  and  recipients  of  refugee  cash  assistance,  the  State  agency  must 
apply  standards  and  criteria  identical  to  those  provided  for  in  regulations  at 
§  233.20(a)(3)  through  (11)  of  this  title  for  considering  income  and  resources  of  AFDC 
applicants  and  recipients,  except  that  the  State  agency  shall  not  apply  an  earned 
income  disregard  of  $30  plus  one-third  of  the  remainder  of  the  earnings  as  is  pro- 
vided for  in  §  233.20(a)(ll)(ii)  of  this  title. 

(d)  Payment  levels.  In  determining  the  amount  of  the  refugee  cash  assistance  pay- 
ment to  an  eligible  refugee  who  meets  the  need  standards  in  paragraph  (b)  of  this 
section,  and  applying  the  consideration  of  income  and  resources  in  paragraph  (c)  of 
this  section,  a  State  must  pay  100  percent  of  the  payment  level  which  would  be  ap- 
propriate for  an  eligible  filing  unit  of  the  same  size  under  the  AFDC  program. 

(e)  Duration  of  eligibility.  Refugee  cash  assistance  and  refugee  medical  assistance 
are  not  available  to  refugees  after  the  conclusion  of  the  18-month  period  following 
their  initial  entry  into  the  United  States. 

(f)  Reimbursement  to  States.  (1)  During  the  36-month  period  beginning  with  the 
month  a  refugee  entered  the  United  States,  Federal  financial  participation  is  availa- 
ble to  States,  subject  to  availability  of  funds,  for — 

(1)  The  non-Federal  share  of  assistance  provided  to  a  refugee  who  is  determined 
eligible  for  AFDC,  adult  assistance  programs,  or  Medicaid;  and 

(ii)  A  State  supplementary  payment  provided  by  the  State  to  a  refugee  who  is  de- 
termined eligible  for  SSI. 

(iii)  The  identifiable  and  reasonable  non-Federal  administrative  costs  of  providing 
the  assistance  described  in  paragraph  (f)(1)  (i)  and  (ii)  of  this  section. 

(2)  During  the  18-month  period  beginning  with  the  month  a  refugee  entered  the 
United  States,  reimbursement  is  available  to  States,  subject  to  availability  of  funds, 
for  refugee  cash  assistance  and  refugee  medical  assistance  provided  to  a  refugee 
who  is  determined  eligible  under  this  section,  and  for  the  identifiable  and  reason- 
able administrative  costs  of  providing  such  refugee  cash  and  refugee  medical  assist- 
ance. 

(e)  During  the  second  18-month  period  a  refugee  is  in  the  United  States,  Federal 
financial  participation  is  available  to  States,  subject  to  availability  of  funds,  for  fi- 
nancial and/or  medical  assistance  under  a  State  or  local  General  Assistance  pro- 
gram provided  to  a  refugee  who  is  determined  eligible  for  the  General  Assistance 
program  and  for  the  identifiable  and  reasonable  administrative  costs  of  providing 
such  financial  and /or  medical  assistance. 

(Sees.  412(a)(9)  and  412(e),  Immigration  and  Nationality  Act  (8  U.S.C.  1522(a)(9) 
and  1522(e)) 

45  CFR  Chapter  IV  is  amended  by  adding  a  new  Part  401  to  read  as  follows: 

PART  401 — CUBAN/HAITIAN  ENTRANT  PROGRAM 

Sec. 

401.1  [Reserved] 

401.2  Definitions. 
401.3-401.11  [Reserved] 

401.12    Cuban  and  Haitian  entrant  cash  and  medical  assistance. 

Authority:  Sec.  501(a),  Pub.  L.  96-422,  94  Stat.  1810  (8  U.S.C.  1522  note);  Executive 
Order  12341  (January  21,  1982). 

(1)  Section  401.1  is  reserved. 

§  401.1  [Reserved] 

(2)  A  new  §  401.2  is  added  to  read  as  follows: 
§  401.2  Definitions. 

For  purposes  of  this  Part  a  "Cuban  and  Haitian  entrant"  or  "entrant"  is  defined 
as: 

(a)  Any  individual  granted  parole  status  as  a  Cuban/Haitian  Entrant  (Status 
Pending)  or  granted  any  other  special  status  subsequently  established  under  the  im- 
migration laws  for  nationals  of  Cuba  or  Haiti,  regardless  of  the  status  of  the  individ- 
ual at  the  time  assistance  or  services  are  provided;  and 

(b)  Any  other  national  of  Cuba  or  Haiti 
(1)  Who— 

(i)  Was  paroled  into  the  United  States  and  has  not  acquired  any  other  status 
under  the  immigration  and  Nationality  Act; 


1031 


(ii)  Is  the  subject  of  exclusion  or  deportation  proceedings  under  the  Immigration 
and  Nationality  Act;  or 

(iii)  Has  an  application  for  asylum  pending  with  the  Immigration  and  Naturaliza- 
tion Service;  and 

(2)  With  respect  to  whom  a  final,  nonappealable,  and  legally  enforceable  order  of 
deportation  or  exclusion  has  not  been  entered. 

(3)  Sections  401.3  through  401.11  are  reserved  and  §  401.12  is  added. 

§  401.3-401.11  [Reserved] 

§  401.12  Cuban  and  Haitian  entrant  cash  and  medical  assistance. 

Except  as  may  be  otherwise  provided  in  this  section,  cash  and  medical  assistance 
shall  be  provided  to  Cuban  and  Haitian  entrants  by  the  same  agencies,  under  the 
same  conditions,  and  to  the  same  extent  as  such  assistance  is  provided  to  refugees 
under  Part  400  of  this  title. 

(a)  For  purposes  of  determining  the  eligibility  of  Cuban  and  Haitian  entrants  for 
cash  and  medical  assistance  under  this  section  and  the  amount  of  assistance  for 
which  they  are  eligible  under  this  section,  the  same  standards  and  criteria  shall  be 
applied  as  are  applied  in  the  determination  of  eligibility  for  an  amount  of  cash  and 
medical  assistance  for  refugees  under  §  400.62  of  this  title. 

(b)  Federal  reimbursement  will  be  provided  to  States  for  the  costs  of  providing 
cash  and  medical  assistance  (and  related  administrative  costs)  to  Cuban  and  Haitian 
entrants  according  to  procedures  and  requirements,  including  procedures  and  re- 
quirements relating  to  the  submission  and  approval  of  a  State  plan,  identical  to 
those  applicable  to  the  Refugee  Program  and  set  forth  in  Part  400  of  this  title. 

(c)  The  number  of  months  during  which  an  entrant  may  be  eligible  for  cash  and 
medical  assistance  for  which  Federal  reimbursement  is  available  under  this  section 
shall  be  counted  starting  with  the  first  month  in  which  an  individual  meeting  the 
definition  of  a  Cuban  and  Haitian  entrant  in  §  401.2  was  first  issued  documentation 
by  the  Immigration  and  Naturalization  Service  indicating: 

(1)  That  the  entrant  has  been  granted  parole  by  the  Attorney  General  under  the 
Immigration  and  Nationality  Act, 

(2)  That  the  entrant  is  in  a  voluntary  departure  status,  or 

(3)  That  the  entrant's  residence  in  a  United  States  community  is  known  to  the 
Immigration  and  Naturalization  Service. 

The  amendments  are  to  be  issued  under  the  authority  contained  in  §  412(a)(9),  Im- 
migration and  Nationality  Act  (8  U.S.C.  1522(a)(9)). 
(Catalog  of  Federal  Domestic  Assistance  Programs,  Nos.  13.814  and  13.817) 
Dated:  February  4,  1982. 

John  A.  Svahn,  Commissioner  of  the  Social  Security  Administration. 
Approved:  February  8,  1982. 

Richard  S.  Schweiker,  Secretary  of  the  Department  of  Health  and  Human  Serv- 

1CG[FR  Doc.  82-6806  Filed  3-11-82;  8:45  am] 
Billing  Code  4190-1 1-M. 
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Department  of  Health  and  Human  Services 
Office  of  Refugee  Resettlement 


PIE 

Pos  Amount  Page  Number 


Refugee  and  Entrant  Assistance         80*  $532,152,000 


Positions  for  the  Office  of  Refugee  Resettlement  only.  It  excludes  the 
40  full-time  permanent  positions  requested  for  and  to  be  transferred  to 
the  Public  Health  Service  for  refugee  preventive  health  activities. 
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Refugee  and  Entrant  Assistance 

For  expenses  necessary  to  carry  out  the  provisions  of  the  Refugee  Act  of  1980 
(Public  Law  96-212)  and  Section  501(a)  and  (b)  of  the  Refugee  Education 
Assistance  Act  of  1980  (Public  Law  96-422)  $532,152,000. 
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Refugee/Entrant  Assistance 
Language  Analysis 


Language  Provision 


Explanation 


"For  expenses  necessary  to 
carry  out  the  provisions  of  the 
Refugee  Act  of  1980  (Public  Law 
96-212)  and  Section  501  (a)  and 
(b)  of  the  Refugee  Education 
Assistance  Act  of  1980  (Public 
Law  96-422) . 


The  1983  budget  request  is  based  on 
authority  of  the  Refugee  Act  of  1980 
(P.L.  96-212)  enacted  on  March  17, 
1980.    That  legislation  repeals  the 
1975  Indochina  Migration  and  Refugee 
Assistance  Act  of  1975,  and  eliminates 
the  domestic  assistance  provisions  of 
the  Migration  and  Refugee  Assistance 
Act  of  1962  —  these  two  Acts  were 
the  previous  authorities  for  operating 
the  Refugee  Assistance  programs.  Public 
Law  96-212  authorizes  a  full  range -of 
services  to  needy  refugees.    The  budget 
request  is  also  based  on  authority  of 
the  Refugee  Education  Assistance  Act 
of  1980  (P.L.  96-422)  which  authorizes 
the  full  range  of  refugee  assistance 
services  to  Cuban  and  Haitian  Entrants, 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Office  of  Refugee  Resettlement 
Refugee  and  Entrant  Assistance 

Amounts  Available  for  Obligation 

1981  1982  1983 

Actual  Estimate  Estimate 

Appropriation/Budget  Authority  $901,652,000  $669,747,000  $532,152,000 

Unobligated  Balance,  start  of  year  +123,168,000  +140,012,000 

Unobligated  Balance,  end  of  year  -140,012,000 

Unobligated  Balance  lapsing  -   -   - 


Total  obligations  $884,808,000        $809,759,000  $532,152,000 
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Summary  of  Changes 


FY  1982  revised  budget  authority 
FY  1983  budget  request 


$669,747,000 
532,152,000 


Net  change 


-$137,595,000 


FY  1982 
Revised  Base 


PTE 
Pos 


Change 
from  Base 


FTC 
Pos 


Program 
1. 


Voluntary  Agency  Program 
additional  East  European  refugee 
admissions 


$8,640,000 


-  +2,360,000 


Targeted  Assistance  -  to  aid 
States  due  to  cash  assistance 
eligibility  modifications 


-  +20,000,000 


Total  Increases 


+22,360,000 


*  Funding  for  the  program  in  FY  1982  ($20  million)  came  from  the  FY  1982  Cuban-Haitian 
Entrants  program  (from  the  Domestic  Assistance  budget)  and  no  specific  separate 
funding  was  sought  or  approved  for  the  activity. 
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A.  Built-in 

1.  Preventive  health  -  reduction 
in  health  assessment  activity 
costs  as  a  result  of  decreased 
refugee  flows. 

2.  State  administered  programs  - 
savings  in  cash  and  medical 
assistance  and  administrative 
costs  due  to  decreased  refugee 
flows 

3.  State  administered  programs  - 
decrease  in  social  services 
funding  due  to  lower 
refugee  admissions 

4.  Federal  administration  - 
proposed  decrease  in  ORR  PTE 
staffing,  certain  adminis- 
trative expenses  and  consultant 
services. 

Subtotal,  Built-in 


1982  Change 
Revised  Base  from  Base 

Pos  Amount  Pos  Amount 


4,985,000  -        -  936,000 

517,941,000  -  -10,023,000 

517,941,000  -  -  8,284,000 

102  7,001,000  ^22  -  1,090,000  1/ 

-22  -20,333,000 


B.  Program 

1.    State  administered  programs  - 
anticipated  savings  in  cash 
assistance  due  to  eligibility 
modifications  implemented  in 

FY  1982  -  517,941,000  -  -27,785,000 


1/   This  includes  the  full  amount  of  $160,000  required  in  FY  1983  to  fund  the 

October  1981  pay  raise.  Consideration  will  be  given  in  FY  1982  amounts  required 
to  fund  the  pay  raise  in  March  1982. 
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FY  1982  Change 
Revised  Base  from  Base 

PTE  FTE 

Pos  Amount  Pos  Amount 


2.    Cuban-Haitian  Entrants  -  -  109,440,000**        -  -92,097,000 

Hie  Reception  and  Processing 
activity  will  be  budgeted  by 
the  Dept.  of  Justice  in  FY  1983, 
and  continued  reduced  needs  in 
the  Domestic  Assistance  activity 


3.    Education  Assistance  for  Children- 
FY  1982  funds  will  be  carried  over 

for  the  1982  and  1983  school  years  -           19,740,000           -  -19,740,000 

Subtotal,  Program  -  -139,622,000 

Total  decreases  -22  -159,955,000 

Net  change  -22  -137,595,000 


**  Includes  the  funds  for  the  $20  million  for  the  Targeted  Assistance  program  in 
FY  1982. 


93-481   O— 82  66 
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Significant  Items  in  House  and  Senate  Appropriations  Committee  Reports 


Item 

House  Report  97-251 
Funding  Policy 

1.    Hie  Conmittee  directs  HHS  to  inform 
the  Conmittee,  "before  the  fact," 
of  any  significant  shifts  in  funding 
policy. 


Senate  Report  97-268 
Service  Contracts 

1.    The  Committee  directs  HHS  to  enter 
into  service  contracts  with  State 
and  local  governments  for  assistance 
on  behalf  of  entrants  in  heavily 
impacted  areas  which  are  not  otherwise 
provided  for  under  State  General 
Assistance  Programs. 


Action  taken  or  to  be  taken 


1.    Recognizing  the  Congres- 
sional intent  and  concern 
-  with  respect  to  a  single 
account  program  appropria- 
tion, HHS  will  inform 
the  Committee,  before  the 
fact  of  any  shifts  in 
funding  under  the  various 
program  activities. 


HHS  will  initiate  a  program 
of  targeted  assistance  in 
FY  1982  to  meet  the  needs 
in  heavily  concentrated  areas 
of  resettlement  where  State  & 
local  resources  have  proved 
insufficient  to  meet  the 
needs  of  refugees  &  entrants. 
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Authorizing  Legislation 


1.    State  Admin.  Prog. 


a.    Section  311  of  the 
Refugee  Act  of  1980 


b.    Section  311  of  the 
Refugee  Act  of  1980 


2.    Voluntary  Agency  Programs 


a.    Section  311  of  the 
Refugee  Act  of  1980 


b.    Section  311  of  the 
Refugee  Act  of  1980 


3.    Education  Assistance  for 
Children 


a.    Section  311  of  the 
Refugee  Act  of  1980 


4.    Federal  Administration 


a.    Section  311  of  the 
Refugee  Act  of  1980 


5.    Preventive  Health 


a.    Section  311  of  the 
Refugee  Act  of  1980 


b.    Section  311  of  the 
Refugee  Act  of  1980 


1982 
Amount 
Authorized 


1982 
Estimate 


Indef.  $450,370,000 

$200,000,000  67,571,000 

Indef.  4,752,000 

200,000,000  3,888,000 

200,000,000  19,740,000 

200,000,000  7,001,000 

Indef.  2,000,000 

200,000,000  4,985,000 


1983  1983 
Amount  Budget 
Authorized  Request 


Indef.  $412,562,000 

$200,000,000  59,287,000 

Indef.  6,050,000 

200,000,000  4,950,000 

200,000,000 

200,000,000  5,911,000 

Indef.  2,000,000 

200,000,000  4,049,000 
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Authorizing  Legislation 


6.  Cuban-Haitian  Entrants 

a.  Section  501(a)  &  (b)  of 

the  Refugee  Education 
Assistance  Act  of  1980 
(Domestic  Assistance) 

b.  Section  501(c)  of  the 

Refugee  Education 
Assistance  Act  of  1980 
(Reception  &  Processing) 

c.  Section  501  of  the 

Refugee  Ed.  Assistance 
Act  (Operating  Costs) 

7.  Targeted  Assistance 

a.    Section  311  of  the 
Refugee  Act  of  1980 


1982 
Amount 
Authorized 


Indef. 


Indef. 


Indef. 


Indef. 


Subtotal 
Subtotal 
Total 


Indefinite 
$200,000,000 


1982 
Estimate 


(20,000,000*) 
$566,562,000 
$103,185,000 
$669,747,000 


1983 
Amount 
Authorized 


Indef. 


Indef. 


109,440,000*  Indef. 


Indef. 
Indefinite 


1983 

Budget 

Rsqussc 


17,343,000 

20,000,000 
$457,955,000 


$200,000,000    $  74,197,000** 
$532,152,000 


*  In  FY  1982,  the  $20,000,000  for  targeted  assistance  will  come  from  the  Cuban/Haitian 
Entrant  budget  authority  of  $109,440,000.  The  targeted  assistance  is  a  part  of,  not 
separate  from,  the  total  FY  1932  Entrant  budget  authority. 

**  Section  414(a) (2)  of  the  Refugee  Act  of  1980  authorizes  $200,000,000  for  certain 
refugee  resettlement  related  activities  which  are  not  covered  by  Section  414(a) (1). 
The  FY  1982  budget  estimate  for  the  activities  under  414(a) (2)  is  $125,353,000,  and 
the  FY  1983  budget  request  is  $74,197,000. 
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Refugee  and  Entrant  Assistance  1/ 


Year 

Budget  Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1973 

$161,000,000 

$145,000,000 

$161,000,000 

$145,000,000 

1974 

90,000,000 

129,000,000 

129,000,000 

129,000,000 

1975 

78,000,000 

90,000,000 

90,000,000 

90,000,000 

1976 

210,000,000 

185,000,000 

185,000,000 

238,000,000  2/ 

1977 

132,000,000 

132,000,000 

132,000,000 

132,000,000 

1978 

191,700,000 

191,700,000 

200,200,000 

195,950,000 

1979 

207,464,000 

207,464,000 

200,264,000 

235,264,000  3/ 

1980 

516,981,000 

516,900,000 

516,900,000 

516,900,000 

1981 

950,557,000 

901,652,000 

901,652,000 

901,652,000  4/ 

1982 

683,705,000 

669,797,000 

669,797,000 

669,747,000  4/ 
(669,797,000)5/ 

1983 

532,152,000  6/ 

1/   Prior  to  1979  funds  for  the  Cuban  and  Indochinese  refugee  programs  were  provided 
under  separate  appropriations.    Starting  in  1979  a  combined  appropriation  was 
provided  for  the  Cuban  and  Indochinese  programs.    For  comparison  purposes  this 
table  combines  the  separate  Cuban  and  Indochinese  appropriations  that  existed 
between  1976-1978. 


2/    Includes  the  Indochinese  appropriation  for  the  first  time,  which  was  in  the  amount 
of  $100,000,000  to  cover  a  14  month  period  (May  1,  1975  through  June  30,  1976). 
In  addition,  $305,000,000  was  appropriated  to  the  Department  of  State  for  various 
activities  relating  to  the  evacuation,  initial  maintenance  and  resettlement  of 
Southeast  Asian  refugees.    Eventually  $53,000,000  from  this  $305,000,000  appro- 
priation was  transferred  to  the  HHS  appropriation  and  this  $53,000,000  is  included 
in  the  total  appropriation  for  1976. 

3/    Includes  $20,000,000  for  Soviet  and  other  refugee  program,  which  was  appropriated 
as  part  of  the  1979  Foreign  Assistance  and  Related  Programs  Appropriation  Act. 
This  Act  required  that  the  funds  be  expended  only  by  the  Department  of  Health 
and  Human  Services. 

V   The  appropriation  figures  for  FY  1981  and  FY  1982  include  funds  appropriated 
under  the  Cuban-Haitian  Entrant  Program  which  for  FY  1981  were  $253,100,000  and 
for  FY  1982,  $109,440,000. 

5/    The  appropriation  amount  differs  from  the  House  and  Senate  allowance  by  $50,000,  due 
to  a  provision  of  the  third  Continuing  Resolution  of  1982  (Public  Law  97-92) 
requiring  a  $20.9  million  reduction  to  HHS '  administrative  overhead  budget.  The 
Refugee  Program  share  of  this  reduction  is  $50,000. 


6/   This  budqet  estimate  includes  funds  for  the  Cuban  Haitian  Entrant  Program  in 
the  amount  of  $17,343,000. 
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Justification 
Refugee  and  Entrant  Assistance 


State  Admin.  Programs 

Cash  Assistance 
Medical  Assistance 
State  Administration 
Social  Services 

Total  State  Admin.  Prog. 

Voluntary  Agency  Program 

Education  Assistance  for 
Children 

Federal  Administration 

Preventive  Health 

Cuban  Haitian  Entrants 
Domestic  Assistance 
Reception  &  Processing 
Operating  Costs 

Total  Cuban-Haitian  Ent. 

Targeted  Assistance 

Total  Budget  Authority 


FY  1982 
Estimates 
FTE 

Pos  Amount 


FY  1983 
Estimates 
FTE 

Pos  Amount 


-  $232,750,000  - 

166,442,000  - 

51,178,000  - 

-  67,571,000  _- 

517,941,000  - 
8,640,000  - 

19,740,000  - 
102         7,001,000  80 
*  6,985,000  * 

(70,240,000)**  - 
(19,200,000)**  - 

-  109,440,000  __- 

109,440,000 
(20,000,000)**  - 


Increase 

or 
Decrease 
FTE 

Pos  Amc 


$236,044,000 
140,482,000 
36,036,000 
59,287,000 

471,849,000 

11,000,000 


5,911,000  -2 
6,049,000 

(17,343,000)**  - 
17,343,000  _2 
17,343,000 
20,000,000 


+$3,294,000 
-25,960,000 
-15,142,000 
-  8,284,000 

-46,092,000 

+2,360,000 

-19,740,000 
-1,090,000 
-936,000 

(-72,897,000) 
(-19,200,000) 
-92,097,000 

-92,097,000 

+20,000,000 


102    $669,747,000     80    $532,152,000***  -22  -$137,595,000 


*  There  are  40  full-time  permanent  positions  for  Center  for  Disease  Control  for  FY  1982 
and  FY  1983.    The  positions  are  shown  in  the  Public  Health  Services'  budget  request 
and  submission.    The  positions  shown  are  those  for  the  Office  of  Refugee  Resettlement 
only. 

**  The  numbers  in  parentheses  for  Domestic  Assistance,  Reception  and  Processing,  and 
Targeted  Assistance  (which  in  turn  is  a  part  of  the  Domestic  Assistance  budget)  are 
the  components  of  and  add  to  the  Operating  Costs  budget  line  for  Cuban/Haitian  Entrants. 
These  amounts  should  not  be  added  to  arrive  at  Total,  Budget  Authority. 

***  The  FY  1983  budget  request  is  a  single,  consolidated  amount  for  Refugee  and  Entrant 
Assistance.  However,  in  order  to  show  comparability  to  FY  1982  budget  line  amounts, 
the  numbers  shown  in  the  FY  1983  column  are  the  estimates  of  the  FY  1983  amount  for 
each  activity. 
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General  Statement 


The  Refugee  Assistance  program  is  designed  to  assimilate  refugees  into  American 
society  as  quickly  and  effectively  as  possible  while  minimizing  the  burden  to 
States  and  localities.    The  program  reimburses  States  for  the  costs  of  providing 
direct  cash  and  medical  assistance  to  needy  refugees  as  well  as  English  language 
training,  vocational  training  and  other  social  services.    All  of  these  activities 
help  to  ease  refugees'  adjustment  to  American  society  and  to  allow  them  to  become 
independent  and  self-sufficient. 

The  Cuban-Haitian  Entrant  program  reimburses  States  for  the  cost  of  assistance 
provided  to  certain  Cuban  and  Haitian  arrivals  in  the  United  States  based  on  the 
provisions  of  Title  V  of  the  Refugee  Education  Assistance  Act  of  1980  (Public 
Law  96-442) .    The  assistance  provided  entrants  is  comparable  to  that  provided  to 
refugees.    State  and  local  agencies  also  receive  funds  for  the  operations  of  these 
programs.    The  principle  objective  to  the  program  is  to  help  the  entrants  become 
independent  productive  members  of  American  society. 

The  President's  appropriations  request  of  $532,152,000  for  this  account  assumes 
Congressional  reauthorization  of  the  Refugee  Act  of  1980.    This  statute  expires  in 
FY  1982.    The  Administration  will  propose  reauthorization  with  only  technical 
amendments. 

Current  law  appropriations  request   $  -0- 

Impact  of  legislative  reauthorization  of  the  Refugee  Act  of  1980: 

—  Renewal  of  legislation  authorizing  assistance  and  services 

on  behalf  of  refugees  &  entrants    +532,152,000 

Subtotal,  legislative  changes   +532,152,000 

Total,  appropriations  request  in  President's  budget....        $  532,152,000 


Budget  Policy 

The  FY  1983  budget  request  is  for  a  single  appropriation  for  the  Refugee  Resettlement 
and  Cuban-Haitian  Entrant  programs.    It  is  felt  that  a  single  appropriation  will 
provide  the  flexibility  necessary  to  assure  the  most  effective  and  maximum  use  of 
Federal  funds  in  the  resettlement  of  refugees  and  entrants.    However,  for  ease  of 
reference  this  budget  request  is  broken  out  by  individual  program  activities  under 
both  of  these  programs. 

The  FY  1983  budget  would  provide  funds  for  aid  and  services  to  refugees  and 
entrants  at  a  level  adequate  to  meet  the  needs  of  refugees  now  entering  the 
country.    The  1983  budget  request  assumes  that  the  Department  of  Justice  will 
receive,  process  and  care  for  any  additional  Entrant  arrivals  in  FY  1982  and  1983. 
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Special  Federal  funding  for  cash  and  medical  assistance  as  well  as  for  State 
administrative  expenses  and  for  certain  child  welfare  services  is  provided  for 
up  to  36  months  after  a  refugee/entrant's  arrival  in  the  United  States.  Such 
assistance  relieves  States  and  local  jurisdictions  of  the  burden  of  providing 
assistance  during  the  period  in  which  refugees/entrants  are  becoming  assimilated 
into  American  society.    In  FY  1983,  the  Federal  government  will  continue  to 
fully  reimburse  the  States  for  costs  of  assisting  refugees  and  entrants. 
However,  beginning  in  FY  1982,  benefits  to  refugees  who  are  not  eligible  for  Aid 
to  Families  with  Dependent  Children  (AFDC)  will  be  modified.    The  principal 
purpose  for  the  modification  is  to  foster  comparable  treatment  of  refugee  and 
non-refugee  needy. 

In  FY  1983,  social  services  and  training  funding  will  be  concentrated  on  those 
services  that  will  enable  refugees  and  entrants  to  become  self-supporting  and 
independent.    In  addition,  the  Department's  program  for  targeted  assistance 
will  be  continued  in  FY  1983  whereby  a  State  may  apply  for  project  grants  to 
assist  its  refugee/entrant  population  in  areas  where  specific  needs  exist  for 
supplementation  of  currently  available  resources. 

Major  changes  introduced  in  the  FY  1983  budget  are  the  transfer  of  Cuban-Haitian 
Entrant  Reception  and  Processing  to  the  Department  of  Justice  and  elimination  of 
a  request  for  new  funding  for  educational  assistance  for  children. 
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Program  Accomplishments 


The  Refugee  Act  of  1980  (Public  Law  96-212)  and  Section  501  of  the  Refugee 
Education  Assistance  Act  of  1980  (Public  Law  96-422)  authorize  a 
comprehensive  program  of  cash  and  medical  assistance  and  social  services 
on  behalf  of  refugees  and  Cuban-Haitian  Entrants. 

The  Office  of  Refugee  Resettlement  (ORR)  published  a  final  regulation, 
effective  Oct.  1,  1980,  which  governs  State  Plan  requirements  which  States 
must  meet  in  order  to  receive  funds  under  the  programs  authorized  by  the 
Refugee  Act  of  1980.    By  the  end  of  fiscal  year  1981,  49  States,  (all  except 
Alaska) ,  the  District  of  Columbia  and  Guam  had  met  these  requirements.  In 
addition,  34  States  and  jurisdictions  are  currently  providing  assistance  and 
services  on  behalf  of  Cuban/Haitian  entrants. 

ORR  has  maintained  an  ongoing  process  of  extensive  policy  consultations 
with  national,  State  and  local  public  and  private  agencies  and  refugee 
organizations  on  cash  and  medical  assistance  policies  aimed  at  informing 
Departmental  decision-makers  regarding  program  policies  in  these  areas  and 
for  the  re-examination  of  policies  regarding  training,  social  and  other 
support  services  to  refugees. 

Program  accomplishments  may  be  summarized  and  highlighted  as  follows: 

-  Through  the  end  of  FY  1982,  about  441,000  Southeast  Asians  and 
70,000  other  non-Soviet  Jewish  refugees  have  been  resettled  in  the  United 
States  since  1979  (i.e.,  in  the  country  less  than  36  months).    For  FY  1982, 
255,000  refugees  received  some  cash  assistance  and  some  107,200  refugees 
received  medical  assistance  through  the  Refugee  Program. 

-  In  FY  1982,  9,000  Soviets  and  other  refugees  admitted  to  the  U.S.  were 
aided  by  a  special  voluntary  agency  matching  grant  program.    Voluntary  Agencies 
indicate  that  of  the  very  few  of  these  refugees  become  public  assistance 
recipients. 

-  Through  the  end  of  FY  1982,  about  183,000  Cuban-Haitian  Entrants  have 
been  resettled  in  the  United  States  since  1980.    In  FY  1981,  PHS  screened 
15,000  new  arrivals  from  Haiti  and  provided  basic  health  services  to  INS 
detainees  in  Special  Placement  Centers  in  two  locations  with  an  average  entrant 
population  of  500  and  7,000  respectively.    Support  was  also  provided  to 
non-Federal  public  and  private  agencies  to  provide  psychiatric  half  way  house, 
inpatient  and  sheltered  MR  services  to  416  mentally  ill  and  retarded  Cuban 
entrants. 

-  Social  services  were  provided  to  almost  145,000  refugees  who  arrived 
durinq  1981  and  1982.    These  services  include  vocational  training  and  employment 
services  which  are  necessary  before  refugees  can  obtain  employment. 
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-  English  language  training  was  made  available  to  nearly  91,000  adult 
refugee  arrivals  in  1980  and  1981.    About  72,400  adult  refugees  received 
short  term  or  long  term  training  to  acquire  proficiency  in  the  English 
language  and  a  better  understanding  of  American  culture. 

-  Regional  Quarantine  Division  Staff  of  PHS's  Centers  for  Disease  Control 
(CDC)  in  Bangkok,  Thailand  provided  oversight  evaluation  of  the  Refugee  Visa 
Medical  Examination  Program  in  S.E.  Asia.    In  FY  1981,  quarantine  inspectors 
at  U.S.  ports  of  entry  met  all  flights  with  Indochinese  refugees  on  board. 
State  and  local  health  departments  were  notified  of  all  Indochinese  refugees 
arriving  in  their  jurisdiction  and  were  notified  of  each  refugee,  regardless 
of  national  origin,    arriving  with  public  health  conditions  requiring  followup 
medical  care.    A  computer  system  was  established  and  operated  for  refugees  with 
class  A/B  tuberculosis.    To  date,  there  have  been  no  reported  outbreaks  of 
infectious  disease  originating  from  newly  arrived  indochinese  refugees. 

-  During  1981,  about  $23  million  was  provided  to  State  and  local  agencies 
to  aid  approximately  77,000  refugee  school  age  children  during  the  1980-1981 
school  year.    In  1982,  $22  million  was  furnished  to  assist  about  70,000  refugee 
children  for  the  1981-1982  academic  year,  and  another  $20  million  was  provided 
to  aid  refugee  children  for  the  1982-1983  school  year. 
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State  Administered  Programs 

Authorizing  Legislation:    The  Refugee  Act  of  1980,  Public  Law  96-212  and  the 

Refugee  Education  Assistance  Act  of  1980,  Public  Law  96-422. 


1.  Cash  Assistance 

2.  Medical  Asst. 

3.  State  Admin. 

4.  Social  Services 

Total 


FY  1982 
Current 
Estimate 


FY  1983  Estimate 


PTE 

Pos  BA 

-  $232,750,000 

-  166,442,000 

51,178,000 


Authori- 
zation 

Indef. 

Indef. 

Indef. 


FTE 
Pos 


67,571,000  200,000,000 
$517,941,000 


-  $236,044,000 

140,482,000 
36,036,000 
59,287,000 

-  $471,849,000 


Increase 

or 
Decrease 
FTE 

Pos  BA 


-  +$3,294,000 

-  -25,960,000 

-  -15,142,000 

-  -  8,284,000 

-  -$46,092,000 


Purpose  and  Method  of  Operation 

This  activity  provides  funds  to  State  agencies  to  pay  costs  for  cash  assistance, 
medical  assistance,  English  language  training,  vocational  training,  employment 
counseling  and  a  variety  of  other  social  services  provided  only  to  eligible  refugees 
and  entrants.    It  also  includes  reimbursement  of  State  administrative  costs  under 
the  refugee  and  entrant  programs. 

Rationale  for  the  Budget  Request 

1.    Cash  and  Medical  Assistance  and  State  Administration 

The  amount  of  funds  needed  for  this  activity  is  dependent  on  the  number  of  refugee 
and  entrants  who  are  admitted  to  the  United  States  and  the  percentage  who  will  require 
public  assistance.    The  following  table  displays  the  number  of  refugees  arriving  in 
FY  1980-1983  used  in  the  1983  budget  calculations.    No  new  entrant  arrivals  are 
assumed  in  FY  1982  and  FY  1983. 


Refugee  Flows*  1980  Actual  1981  Actual 

Southeast  Asians  166,727  132,447 

All  others*  23,000  20,630 

Totals:  189,727  153,077 


1982  Estimate 
100,000 
31,000 
131,000 


1983  Estimate 
72,000 
31,500 
103,500 


*  Includes  only  those  refugees  covered  under  State-administered  programs.    It  does  not 
include  those  refugees  assisted  under  the  Voluntary  Agency  program,  or  entrants  who 
are  covered  under  the  Cuban/Haitian  Entrant  -  Domestic  Assistance  budget.    See  those 
sections  for  the  other  refugee  and  entrant  arrival  figures. 
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Under  authorizing  legislation,  assistance  may  be  provided  to  any  needy  refugee/ 
entrant  up  to  36  months  after  the  person's  arrival  in  this  country.  This 
36-month  provision  was  implemented  beginning  April  1,  1981.    States  are 
reimbursed  for  the  full  cost  of  providing  assistance  during  this  36-month  period. 

The  budget  estimates  are  based  on  the  assumption  that  a  higher  percentage  of 
recent  arrivals  will  require  assistance  than  earlier  arrivals.    It  is  estimated 
an  average  of  67  percent  of  the  1980-1983  refugee  arrivals  will  be  dependent  on 
public  assistance  in  FY  1983.    Current  program  experience  suggests  that  the  recent 
refugee  arrivals  has  fewer  job  skills  appropriate  for  the  American  economy 
compared  to  refugees  who  arrived  in  1975-79  and  are  less  fluent  in  English. 

The  FY  1983  budget  is  based  on  FY  1982  regulations  that  will  modify  the  cash 
payment  levels  for  refugees  and  entrants  who  are  not  eligible  for  Aid  to  Families 
with  Dependent  Children  (AFDC)  benefits  or  Supplemental  Security  Income  (SSI) . 
Currently,  refugees  and  entrants  who  meet  income  tests  but  do  not  meet  the  usual 
AFDC  family  composition  requirements  can  receive  AFDC  level  benefits  through  the 
refugee  and  entrant  programs.    In  FY  1982  these  refugees  and  entrants  would 
receive  benefits  as  follows: 

A.  For  the  first  18  months  from  the  date  of  arrival  in  the  United  States,  refugee 
and  entrants  ineligible  for  AFDC  and  SSI  and  who  meet  the  State  income  tests 
will  receive  AFDC  level  cash  and  medical  assistance. 

B.  For  the  second  18  months,  refugee  and  entrants  eligible  for  State  or  local 
General  Assistance  programs  would  receive  cash  and  for  medical  assistance  on 
the  same  basis  as  non-refugees  and  entrants  with  full  Federal  reimbursement. 

The  basic  purpose  of  these  changes  is  to  provide  for  more  comparable  treatment  of 
refugee  and  non-refugee  needy  in  the  country,  but  still  attempt  to  account  for 
the  unique  circumstances  of  the  refugee/entrant.    These  changes  will  affect  the 
level  of  benefits  provided  to  non-AFDC  refugees  and  entrants  but  they  will  not 
place  additional  assistance  burdens  on  States.    Subsequently,  all  refugee  and 
entrants  would  be  eligible  for  benefits  in  a  State  on  the  same  basis  as  any  other 
State  resident. 

Social  Services 

Experience  to  date  with  newly  arriving  Indochinese  refugees  strongly  indicates 
that  they  are  less-educated,  have  fewer  job  skills,  have  far  less  English 
language  speaking  abilities  and  have  less  understanding  of  American  culture 
than  did  their  1975-1979  arrival  counterparts.    These  circumstances  necessitate 
a  program  of  supportive  social  services  that  is  designed  to  overcome  these 
barriers  and  provide  refugees  with  the  tools  to  obtain  jobs. 
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The  FY  1983  request  for  social  services  is  less  than  the  FY  1982  amount  for  two 
reasons.    First,  the  number  of  new  refugees  expected  to  arrive  in  FY  1983  is 
25,000  less  than  the  FY  1982  admissions  level.    Secondly,  in  FY  1983,  ORR  will 
target  these  funds  more  specifically  on  activities  which  foster  self-sufficiency, 
e.g.,  vocational  skills  training  and  English  as  a  second  language  and  services 
will  be  concentrated  on  those  refuge  receiving  cash  assistance.    The  Department 
believes  that  this  strategy  for  using  limited  social  services  funds  offers  the 
best  chance  of  putting  refugees  in  the  economic  mainstream  of  American  society 
quickly,  increasing  their  social  and  economic  independence  and  avoiding  long-term 
welfare  dependency. 

Accordingly,  the  Department  will  stress  English  language  training,  vocational 
training  and  related  services  for  refugees  on  the  cash  assistance  caseload. 
These  services  should  help  the  refugees  overcome  barriers  to  enployment  and  be 
less  dependent  on  public  assistance. 
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Voluntary  Agency  Programs 
Authorizing  Legislation:    Refugee  Act  of  1980,  Public  Law  96-212. 

FY  1982  Increase 
Current  or 

Estimate  FY  1983  Estimate  Decrease 

PTE  Authori-    FIE  PTE 

Pos       BA  zation      Pos        BA  Pos  BA 

\foluntary  Agency 

Programs  -    $8,640,000       Indef.  -    $11,000,000       -  +$2,360,000 

Purpose  and  Method  of  Operation 

This  activity  provides  matching  funds  on  a  dollar- for-dollar  basis,  up  to  a  specified 
maximum  of  $1,000  per  refugee  to  voluntary  agencies  for  services  in  resettling  refugees. 
The  principal  objective  is  to  enable  the  refugees  to  become  self-supporting  and 
independent  members  of  American  society.    Most  of  these  funds  are  provided  for  the 
resettlement  of  Soviet  refugees.    A  wide  range  of  activities  is  covered  including 
training,  recertification  in  the  United  States  for  professionals  trained  abroad,  social 
services,  maintenance  assistance,  and  health  care.    Funding  is  provided  for  this  activity 
in  lieu  of  regular  State  administered  cash,  medical  and  social  service  assistance. 

Rationale  for  the  Budget  Request 

The  State  Department  estimates  11,000  refugees  will  be  admitted  to  the  U.S.  in  FY  1983 
and  will  participate  in  the  program.  Refugee  admissions  under  this  program  for  recent 
years  are  as  follows: 

FY  1980  27,000 

FY  1981  11,150 

FY  1982  (estimate)  9,000 

FY  1983  (estimate)  11,000 


93-481    0—82  67 
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Education  Assistance  for  Children 


Authorizing  Legislation:    Refugee  Act  of  1980,  Public  Law  96-212  and  the  Refugee 
Education  Assistance  Act  of  1980,  Public  Law  96-422 


FY  1982  Increase 

Current  or 

Estimate  FY  1983  Estimate  Decrease 

FTE  Author  i-       FTE  FIE 

Pos       BA  zation          Pos         BA       Pos  BA 

Education  Assistance 

for  Children                  -    $19,740,000     $200,000,000    -  -$19,740,000 


Purpose  and  Method  of  Operation 

This  activity  provides  for  grants  to  school  districts  which  have  large  numbers  of 
refugee/entrant  children.    Hie  grants  will  help  the  school  develop  the  initial 
special  curriculum  materials,  bilingual  teachers  and  aides,  remedial  classes,  guidance 
and  counselling  required  to  bring  these  children  into  the  mainstream  of  the  American 
education  system.    The  program  is  administered  by  the  Department  of  Education  via  an 
interagency  agreement  with  the  Department  of  Health  and  Human  Services. 

Rationale  for  the  Budget  Request 

No  additional  funds  are  being  requested  for  FY  1983.    Prior  appropriated  funds  will 
be  sufficient  to  meet  program  needs  during  the  1982  and  1983  school  years.  This 
program  for  education  assistance  for  children  was  initiated  in  FY  1980  to  relieve 
local  school  districts  of  the  initial  cost  of  meeting  the  special  needs  of  refugee 
children.    Since  FY  1980,  approximately  $87  million  has  been  appropriated  to  aid 
refugee  children.    With  the  reduced  refugee  flows,  it  is  felt  that  the  funds  which 
have  been  appropriated  since  1980  have  built  the  capacity  necessary  to  meet  the 
current  special  needs  of  refugee  children  and  no  additional  funds  are  being 
requested  in  the  FY  1983  budget  for  this  activity. 
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Federal  Administration 


Authorizing  Legislation:    The  Refugee  Act  of  1980,  Public  Law  96-212  and  the  Refugee 
Education  Assistance  Act  of  1980,  Public  Law  96-422. 

FY  1982  Increase 
Current  or 
Estimate  FY  1983  Estimate  Decrease 


FTE  Authori-      FTE  FTE 

Pos  BA  zation        Pos       BA  Pos  BA 

Federal  Admin.  102    $7,001,000      $200,000,000     80    $5,911,000       -22  -$1,080,000 


Purpose  and  Method  of  Operation 

The  Refugee  Act  of  1980  establsishes  the  Office  of  Refugee  Resettlement  (ORR)  in  the 
Department  of  Health  and  Human  Services.    This  Office  is  designated  responsibility  for 
the  management  of  the  Federal  Refugee  and  Cuban-Haitian  Entrant  Programs.    Through  a 
Central  Office,  ten  Regional  Offices  and  one  field  office  in  Miami,  Federal  staff 
provide  program  direction,  financial  grants  management  and  technical  assistance  to 
States,  voluntary  resettlement  agencies  and  employment  training  programs. 

Rationale  for  the  Budget  Request 

The  FY  1983  budget  request  is  based  upon  a  staff  reduction  of  22  positions.  This 
reduction  was  partially  achieved  through  the  reduction  and  redefinition  of  the  functions 
of  the  Miami  field  office  caused  by  the  termination  of  the  Cuban  Phasedown  program. 
Further  staff  reductions  were  achieved  through  a  realignment  and  tightening  of  Central 
and  Regional  Office  responsibilities  and  functions.    The  budget  request  is  based  upon 
the  Federal  administrative  needs  necessary  to  support  the  following  ongoing  Federal 
activities: 

1.  Grant  and  control  funds  provided  to  States,  voluntary  agencies,  and  other  organiza- 
tions involved  in  refugee  and  entrant  resettlement  programs. 

2.  Develop  policies  and  standards,  for  refugee  and  entrant  domestic  assistance; 
coordinate  with  other  Federal  programs  serving  refugees  such  as  AFDC,  Medicaid,  SSI, 
Food  Stamps,  etc. 

3.  Provide  guidance  and  interpretation  on  all  refugee  and  entrant  matters — law, 
regulations  and  policy. 

4.  Provide  technical  assistance  to  States,  voluntary  agencies  and  a  wide  variety  of 
service  providers. 

5.  Perform  on-site  reviews  of  State  Refugee  Resettlement  Program  Financial  Management 
Systems . 

6.  Review  the  quality,  appropriateness  and  cost  effectiveness  of  special  social 
service  programs  and  their  effect  on  the  social  adjustment  and  economic  self- 
sufficiency  of  refugees  and  entrants. 


7.    Collect  data  on  refugees  and  entrants  in  support  of  ORR's  operational,  policymaking, 
and  reporting  requirements. 
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Refugee  and  Entrant  Assistance 
Estimates  for  Consultant  Services 


Obligations 

Program  Activity  FY  1982  FY  1983 

Federal  Administration  $1,200,000  $1,000,000 


Description  of  the  Need  for  Consultant  Services 

The  Office  of  Refugee  Resettlement  (ORR)  was  establsished  by  law  only  recently 
placing  the  program  on  a  permanent  basis  for  the  first  time.    When  the  program 
operated  on  an  ad  hoc  and  temporary  basis,  there  were  no  efforts  to  establish 
formal  program  monitoring  or  evaluation  activities.    As  a  result,  ORR  lacks  basic 
data  and  answers  to  many  refugee  related  questions  that  the  Administration  and 
Congress  now  ask.    ORR  does  not  have  sufficient  resources  or  expertise  to 
carry  out  the  evaluation  and  research  efforts  solely  with  in-house  staff.  To 
meet  the  mandate  for  securing  information  and  to  operate  the  program  in  the  most 
efficient  manner,  consultant  services  must  be  utilized. 

The  refugee  program  prior  to  FY  1981  did  not  have  an  evaluation  component.  Thus, 
there  is  a  backlog  of  aspects  of  the  resettlement  program  which  could  benefit 
from  program  performance  evaluations.    The  FY  1983  evaluation  agenda  includes 
three  specific  areas  of  emphasis: 

-  Continuations  of  studies  begun  in  FY  82  on  the  status  of  refugees  in  achieving 
self-sufficiency;  their  use  of  cash  and  medical  assistance  and  incentives  for 
such  dependency;  their  use  of  social  services  and  best  practices  in  social 
services  delivery;  and  cost-effective  approaches  used  by  States  to  administer 
the  program. 

-  Assessment  of  public  and  private  sector  cooperative  strategies  to  promote 
early  self-sufficiency  among  refugees  and  their  effectiveness. 

-  Assessments  of  new  assistance  and  new  placement  policies  implemented  in  FY  82 
along  with  assessments  of  employment  service  demonstration  projects  funded  in 
FY  82. 
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Preventive  Health 


Authorizing  Legislation:    The  Refugee  Act  of  1980,  Public  Law  96-212  and  the 

Refugee  Educational  Assistance  Act,  Public  Law  96-422 


Overseas  Screening  and 
Disease  Monitoring 

Health  Assessments 

Total 


FY  1982 

Current 
Estimate 

PTE 


FY  1983  Estimate 


Increase 

or 
Decrease 


BA 


Authori- 
zation 


FTE 
Pos 


BA 


FTE 
Pos 


BA 


*  $2,000,000       Indef.        *    $2,000,000  - 

-       4,985,000    200,000,000    -     4,049,000    -  -$936,000 

*  56,985,000  *    $6,049,000    -  -$936,000 


Purpose  and  Method  of  Operation 

This  activity  provides  funds  for  two  basic  functions  related  to  health  care  for 
refugees.    The  first  is  to  ensure  that  adequate  screening  is  conducted  abroad  and 
at  ports  of  entry  to  identify  and  monitor  diseases  which  might  be  a  threat  to 
public  health.    This  work  will  be  conducted  by  Center  for  Disease  Control  (CDC) 
personnel  stationed  overseas  and  at  ports  of  entry.    They  will  work  to  improve 
the  quality  of  screening  and  disease  surveillance  in  the  refugee  camps  and  the 
inspection  and  notification  procedures  at  ports  of  entry. 

The  second  function  covers  activities  by  the  Health  Services  Administration  (HSA) 
to  provide  direct  health  care  to  refugees  once  they  have  been  relocated  in  the  U.S. 
HSA  will  conduct  health  assessments  and  immediate  follow-up  care  for  a  variety  of 
conditions  including  skin  infections,  intestinal  parasites,  malnutrition,  and 
anemia. 

Rationale  for  the  Budget  Request 

The  1983  budget  request  for  overseas  and  port  of  entry  screening  activities  is 
based  on  40  positions  which  CDC  will  require  to  adequately  review  procedures  in 
the  refugee  camps  and  at  ports  of  entry. 

The  estimate  for  health  assessments  is  based  on  the  assumption  that  only  60%  of 
refugees  will  respond  to  the  outreach  program  and  at  an  average  cost  per  visit  of 
$52.    The  decrease  in  the  budget  request  from  the  1982  level  is  based  on  an 
anticipated  lower  level  of  refugee  admissions  for  1983. 


*  There  are  40  full-time  permanent  positions  for  the  Center  for  Disease  Control  in 
FY  1982  and  FY  1983.  The  positions  are  reflected  in  the  Public  Health  Service's 
budget  request  and  submission. 


1060 


Cuban-Haitian  Entrant  Program 

Authorization  Legislation:    The  Refugee  Education  Assistance  Act  of  1980, 
Public  Law  96-422 

FY  1982  Increase 
Current  or 
Estimate  FY  1983  Estimate  Decrease 

PTE  Authori-     PTE  PTE 

Pos      BA  zation        Pos        BA  Pos  BA 

Domestic  Assistance  -      ($90,240,000*)    Indef.  -  ($17,343,000)      -  (-$72,897,000) 

Reception  &  Processing  _=_     (19,200,000)      Indef.         -         -   _-_  (-19,200,000) 

Total  -     $109,440,000*     Indef.  -    $17,343,000       -  -$92,097,000 

Purpose  and  Method  of  Operation 

Under  Section  501(a)  and  (b)  of  the  Refugee  Education  Assistance  Act  of  1980, 
Cuban-Haitian  Entrants  are  eligible  for  domestic  assistance  and  services  equivalent  to 
that  provided  under  the  Refugee  Act  of  1980.    This  activity  provides  funds  to  State 
agencies  to  pay  for  cash  and  medical  assistance,  social  services  and  State  costs  of  this 
assistance.    Section  501(c)  of  the  Act  also  provides  Federal  funds  for  the  processing 
and  care  of  entrants  in  camps  and  processing  sites  where  they  undergo  medical  and  security 
screening  and  await  resettlement  or  placement  in  American  communities. 

Rationale  for  the  Budget  Request 

The  reception  and  care  of  entrant  arrivals  in  FY  1982  &  FY  1983  will  be  the  responsibility 
of  the  Department  of  Justice  in  FY  1983.    The  FY  1983  Domestic  Assistance  request 
($17,343,000)  is  to  aid  those  Entrants  who  still  retain  program  eligibility  in  FY  1983. 

The  FY  1983  Entrant-Domestic  Assistance  budget  request  is  based  on  these  entrants  and  year 
of  years  of  arrival  as  follows: 

FY  1980  175,000 

FY  1981  9,000 

FY  1982  (estimate)  -0- 

FY  1933  (estimate)  -0- 


*  The  FY  1982  budget  authority  amount  includes  $20  million  for  the  program  of 
Targeted  Assistance. 
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Targeted  Assistance 


Authorization  Legislation:    The  Refugee  Act  of  1980  Public  Law  96-212  and  the 
Refugee  Education  Assistance  Act  of  1980, 
Public  Law  96-422. 


Current  Estimate 
FTE 

Pos  BA 


FY  1982 


FY  1983  Estimate 


Increase 

or 
Decrease 


Author i- 
zation  Pos 


FTE 
POS  BA 


Targeted  Assistance 


($20,000,000*) 


Indef. 


-  $20,000,000 


-  +$20,000,000 


Purpose  and  Method  of  Operation 


This  activity  provides  funding  to  the  States  for  a  program  of  flexible,  targeted  assistance. 
States  may  apply  for  project  grants  to  assist  refugee/entrant  populations  in  areas  where 
supplementation  of  currently  available  resources  is  necessary  due  to  the  high  concentration 
of  refugees  and  entrants. 

Rationale  for  the  Budget  Request 

This  is  a  new  program  initiated  in  FY  1982  for  heavily  concentrated  areas  of  resettlement 
where  State,  local  and  private  resources  have  proved  insufficient  to  meet  the  needs  of 
refugees/entrants.    This  activity  is  budgeted  at  the  same  level  in  FY  1983  based  upon 
historical  patterns  of  refugee/entrant  resettlement  and  secondary  migration  and  the  expected 
continued  need  for  special  targeted  assistance  to  areas  of  heavy  refugee/entrant 
concentration. 


*  The  amount  shown  for  this  program  came  from  and  is  part  of  the  original  FY  1982 
appropriation  for  the  Cuban-Haitian  Entrant  FY  1982  budget  authority  of  $109,440,000 
(specifically  from  the  Domestic  Assistance  activity) .    No  additional  funds  were  requested 
from  the  Congress  for  the  program  in  FY  1982.    However,  there  is  a  formal  request  for 
$20,000,000  in  funds  for  the  program  in  FY  1983. 


Tuesday,  March  9,  1982. 


DEPARTMENTAL  MANAGEMENT 

WITNESSES 

DALE  W.  SOPPER,  ASSISTANT  SECRETARY  FOR  MANAGEMENT  AND 
BUDGET 

DAVID  V.  DUKES,  DEPUTY  ASSISTANT  SECRETARY  FOR  FINANCE 
ANTHONY  L.  ITTEILAG,  DEPUTY  ASSISTANT  SECRETARY  FOR  BUDGET 
ROBERT  F.  SERMIER,  DEPUTY  ASSISTANT  SECRETARY  FOR  MANAGE- 
MENT ANALYSIS  AND  SYSTEMS 
A.  PRENTICE  BARNES,  CHIEF,  FORMULATION  BRANCH,  DIVISION  OF  OS 

BUDGET  SERVICES 
HENRY  KIRSCHENMANN,  DEPUTY  ASSISTANT  SECRETARY  FOR  PRO- 
CUREMENT, ASSISTANCE  AND  LOGISTICS 
RICHARD  B.  KUSSEROW,  INSPECTOR  GENERAL 
BRYAN  MITCHELL,  ACTING  DEPUTY  INSPECTOR  GENERAL 

GENERAL  DEPARTMENTAL  MANAGEMENT  (GDM)  OVERVIEW 

Mr.  Natcher.  The  committee  will  be  in  order. 

We  take  up  at  this  time  the  request  for  the  General  Department- 
al Management.  We  have  before  the  committee  the  Assistant  Sec- 
retary for  Management  and  Budget,  Mr.  Dale  W.  Sopper. 

It  is  a  pleasure  to  have  you  with  us.  Who  do  you  have  with  you 
today? 

Mr.  Sopper.  Thank  you,  Mr.  Chairman. 

On  my  left  is  Mr.  Tony  Itteilag,  the  Deputy  Assistant  Secretary 
for  Budget  at  the  Department,  and  is  probably  well-known  to  this 
committee,  having  appeared  at  most  of  the  departmental  hearings 
that  you  have  been  conducting. 

Mr.  David  Dukes,  Deputy  Assistant  Secretary  for  Finance  at  the 
Department  in  my  office;  Mr.  A.  Prentice  Barnes  is  the  Chief  of  the 
OS  Budget  Services  Formulation  Branch;  Mr.  Robert  Sermier, 
Deputy  Assistant  Secretary  for  Management  Analysis  and  Systems. 

Mr.  Natcher.  We  are  glad  to  have  all  of  you  before  the  commit- 
tee at  this  time. 

Mr.  Sopper,  as  I  understand,  you  have  a  detailed  statement  for 
the  committee  which  we  will  insert  in  the  record  at  this  point  in  its 
entirety,  and  we  will  be  pleased  to  hear  from  you. 

Mr.  Sopper.  Thank  you,  Mr.  Chairman.  I  just  have  a  few  brief 
remarks  and  then  in  consideration  of  your  time  will  make  myself 
available  for  questions. 

I  am  pleased  to  be  here  today  to  present  the  fiscal  year  1983 
budget  request  for  the  General  Departmental  Management  appro- 
priation of  the  Department  of  Health  and  Human  Services. 

The  shape,  direction  and  composition  of  the  federal  budget  are 
undergoing  dramatic  change  under  this  Administration.  Of  all  gov- 
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ernment  departments,  HHS  has  perhaps  the  most  responsibility  for 
developing  and  implementing  significant  portions  of  the  initiatives 
as  they  are  approved  by  the  Congress. 

FISCAL  YEAR  1983  REQUEST 

One  consequence  of  this  activity  is  a  notable  increase  in  the  level 
of  workload  for  the  policy  development,  budget,  and  legislative 
functions  included  in  this  appropriation.  In  order  to  fulfill  these  re- 
sponsibilities and  maintain  ongoing  activities,  we  are  requesting 
$167.0  million  in  obligational  authority,  including  $8  million  in 
Social  Security  Trust  Fund  transfers,  and  3,538  positions. 

The  increase  of  $17.9  million  in  this  account  is  essentially  for  two 
items:  GSA  rental  rate  increase,  $7.2  million,  and  increased  pay 
costs  related  to  the  October  1981  pay  raise  and  the  January  1982 
lifting  of  the  executive  pay  cap,  $8.7  million. 

It  should  be  noted  that  funding  for  these  fiscal  year  1982  pay 
costs  is  not  included  in  the  fiscal  year  1982  column  of  this  budget 
request.  OMB  will  consider  the  Department's  request  for  pay-raise 
funding  within  a  month  and  has  indicated  its  intention  to  forward 
any  necessary  pay  raise  supplement als  to  Congress  after  March. 

ACTIVITIES  OF  GDM  APPROPRIATION 

Before  discussing  the  budget  request  further,  I  would  like  to  out- 
line those  activities  conducted  by  the  Secretary  under  this  appro- 
priation. This  appropriation  is  organized  into  two  major  activities. 

Departmental  direction  supports  those  activities  related  to  the 
Secretary's  responsibilities  for  the  management  of  the  Department, 
such  as  financial  management,  budget  formulation,  personnel  man- 
agement, policy  analysis,  and  legal  work  affecting  the  Department 
in  general. 

Departmental  operations  supports  services  provided  to  the  De- 
partment's operating  divisions  on  a  centralized  basis  for  economy 
of  scale  and  efficiency,  such  as  legal  services  provided  to  all  of  the 
Department's  agencies;  the  grants  payment  system  that  serves  as  a 
central  departmental  payment  and  cash  control  point  for  recipients 
of  HHS  grants  and  contract  awards;  regional  administrative  serv- 
ices provided  to  the  Department's  regional  program  components, 
and  central  payroll  and  personnel  data  services  provided  by  the 
Employee  Systems  Center. 

The  fiscal  year  1983  General  Departmental  Management  budget 
request  also  includes  modest  increases  for  program  improvements 
aimed  essentially  at  raising  staff  operating  efficiencies  through  the 
introduction  and  improvement  of  ADP  processing  and  equipment, 
principally  improved  financial  management  systems  such  as  the 
standard  accounting  system,  which  will  result  in  cost  avoidance  of 
$325,000  in  fiscal  year  1984  to  fiscal  year  1985;  and  personnel  and 
payroll  projects  which  will  upgrade  the  payroll  system  to  correct 
cited  deficiencies  and  minimize  the  Department's  reliance  on  labor- 
intensive  procedures. 

Consistent  with  the  Administration's  policy  of  constraining  feder- 
al staffing  and  the  implementation  of  the  management  improve- 
ments requested,  this  request  includes  a  reduction  of  284  positions. 
Most  of  the  cut  in  positions  will  be  made  in  departmental  oper- 
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ations,  reflecting  operations'  ability  to  more  effectively  utilize  ad- 
vanced ADP  processes  and  equipment  and  reductions  in  workloads 
brought  about  by  the  restructuring  of  the  Department's  programs. 

In  conclusion,  Mr.  Chairman,  I  believe  that  this  is  an  austere  but 
realistic  budget  that  provides  sufficient  resources  to  carry  out  the 
array  of  national  responsibilities  of  the  Department.  I  urge  your 
approval  of  this  request  and  thank  you  for  your  consideration. 

[Statement  of  Mr.  Sopper  follows:] 
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DALE  W.  SOPPER 

Assistant  Secretary  for  Management  and  Budget 
Department  of  Health  and  Human  Services 


Dale  W.  Sopper  was  sworn  in  as  assistant  secretary  for  management  and  budget, 
Department  of  Health  and  Human  Services,  Sept.  24,  1981.  He  had  beernhe  acting  assis- 
tant secretary  since  June  27,  1981,  and  from  January  1981  to  June  1981  had  served  as 
acting  assistant  secretary  for  legislation. 

Before  that  Sopper,  who  has  been  with  the  department  and  its  predecessor,  the  Depart- 
ment of  Health,  Education,  and  Welfare,  since  1965,  was  director  of  program  coordination 
in  the  Office  of  the  Assistant  Secretary  for  Legislation  from  July  1978  to  January  1981. 

He  is  the  HHS  Secretary's  principal  advisor  for  management,  administrative  and  budget 
policies.  His  responsibilities  include  overseeing  development  of  the  department's  budget 
and  providing  department-wide  guidance  on  general  management  operations  and  major 
policies  in  HHS  in  such  areas  as  grants,  contracts,  financial  management  and  automatic 
data  processing  systems. 

Sopper  was  born  in  Allentown,  Pa.,  Dec.  24, 1941.  He  received  his  bachelor's  degree, 
with  honors,  from  Lehigh  University,  Bethlehem,  Pa.,  in  June  1963,  and  did  graduate  study 
at  the  University  of  Minnesota  from  June  1963  to  June  1965. 

He  joined  the  department  in  July  1965  as  a  claims  insurance  specialist  with  the  Social 
Security  Administration's  Office  in  Kansas  City,  Mo.  From  July  1967  to  November  1969,  he 
was  a  management  intern  for  SSA  and  had  assignments  as  a  financial  systems  analyst  in 
the  Office  of  the  Assistant  Secretary  for  Community  and  Field  Services  and  as  staff  assis- 
tant in  the  Office  of  the  Assistant  Secretary  for  Health  and  Scientific  Affairs.  He  served  in 
the  latter  office  as  a  management  analyst  from  November  1969  to  April  1972. 

Sopper  started  in  the  Office  of  the  Assistant  Secretary  for  Legislation  in  April  1972  as  a 
special  assistant  for  health  legislation.  He  became  legislative  officer  for  health  in  May 
1973,  senior  agency  legislative  officer  in  July  1974,  was  acting  deputy  assistant  secretary 
from  April  1975  to  January  1976  and  served  the  first  of  his  two  stints  as  acting  assistant 
secretary  for  legislation  between  January  1977  and  April  1977. 

Sopper  has  had  a  distinguished  career  in  the  department,  receiving  several  honors  for 
his  performance:  Distinguished  Service  Award,  March  1980;  Secretary's  Letter  of  Commen- 
dation, August  1979;  Secretary's  Special  Citation,  August  1975;  and  the  Superior  Service 
Award,  December  1974. 

Sopper  is  married,  has  two  daughters  and  resides  in  Reston,  Va. 


Sept.  24,  1981 
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Mr.  Chairman  and  Members  of  the  Committee, 


I  am  pleased  to  be  with  you  today  to  present  the  FY  1983 
budget  request  for  the  General  Departmental  Management 
appropriation  of  the  Department  of  Health  and  Human  Services. 

The  shape,  direction  and  composition  of  the  Federal  budget 
are  undergoing  dramatic  change  under  this  Administration.  Of 
all  government  departments,  HHS  has  perhaps  the  most 
responsibility  for  planning,  developing  and  then  implementing 
significant  portions  of  these  initiatives  as  they  are  approved 
by  the  Congress.     One  consequence  of  this  activity  is  a  notable 
increase  in  the  level  of  workload  for  the  policy  development, 
budget,  legislative,  and  legal  functions  included  in  this 
appropriation.     In  order  to  fulfill  these  responsibilities  and 
maintain  priority  on-going  activities,  we  are  requesting  $159.0 
million  and  3,538  positions  in  FY  1983. 

In  addition  to  $159.0  million  in  budget  authority,  we  are 
also  requesting  a  transfer  of  $8.0  million  from  the  Social 
Security  and  Health  Insurance  trust  funds  to  cover  costs  of 
services  provided  by  General  Departmental  Management  on  behalf 
of  benefit  programs  financed  by  the  trust  funds.     Thus  the  total 
obligational  level  for  the  FY  1983  request  is  $167.0  million. 

Of  the  total  increase  of  $17.9  million  in  this  account, 
$17. A  million  is  for  non-controllable,  built-in  cost  increases 
including  $7.2  million  for  GSA  rental  rate  increases  in  office 
space  and  building  management  services;  $8.7  million  for 
increased  pay  costs  related  to  the  October  1981  pay  raise  which 
is  not  yet  included  in  the  1982  column  of  the  budget;  $.6 
million  for  increased  telephone  costs  reflecting  recent  events 
in  communications  rate  structures;  and  $.9  million  for  increases 
in  other  administrative  costs  such  as  postage  and  freight  rates, 
rentals,  printing,  equipment,  and  supplies.     We  have  no  ability 
to  absorb  these  non-discretionary  increases  in  FY  1983  without  a 
further  reduction  in  staff,  below  the  already  reduced  level 
reflected  in  this  request. 

We  are  also  requesting  funds  for  four  low-cost  program 
improvements  totalling  $1.7  million,  which,  when  combined  with 
other  program  changes,  will  increase  operating  efficiency  and 
reduce  our  staffing  needs. 

Before  discussing  the  budget  request  further,  I  would  like 
to  outline  the  activities  conducted  by  the  Secretary  under  this 
appropriation.     This  appropriation  is  organized  into  two  major 
activities  —  Departmental  Direction  and  Departmental 
Operations :. 

—  Departmental  Direction  supports  those  activities  related  to 
the  Secretary's  responsibilities  for  the  management  of  the 
Department,  such  as  financial  management,  budget  formulation, 
personnel  management,  grants  and  contracts  management,  policy 
analysis,  and  legal  work  affecting  the  Department  in  general. 
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—  Departmental  Operations  supports  six  major  services  whose 
work  results  directly  from  agency  program  operations.  These 
include:     legal  services  provided  to  all  of  the  Department's 
program  agencies;  facilities  engineering,  which  oversees  all 
facilities  operations  within  the  Department;  administrative 
services  provided  to  Department-wide  headquarters  staffs; 
the  Grants  Payment  System  that  serves  as  a  central 
departmental  payment  and  cash  control  point  for  recipients 
of  HHS  grant  and-  contract  awards;  regional  administrative 
services  provided  to  the  Department's  regional  program 
components;  and  central  payroll  and  personnel  data  services 
provided  by  the  Employee  Systems  Center  for  all  departmental 
employees . 

As  mentioned  earlier  this  request  includes  modest  costs  for 
program  improvements  aimed  essentially  at  raising  staff 
operating  efficiencies  through  introduction  and  improvement  of 
ADP  processing  applications  and  equipment.     These  improvements 
require  no  additional  staff  to  implement. 

Specifically,  these  improvements  are  as  follows:/ 

Document  Control  Tracking  System 

o    The  expansion  and  improvement  of  a  document  control  tracking 
system  in  the  Office  of  the  Secretary  and  Under  Secretary 
and  participating  operating  divisions  of  the  Department 
which  will  track  correspondence,  regulations,  internal 
memoranda  and  other  documents  throughout  the  Department 
through  a  single  system,  thereby  increasing  efficiency  and 
reducing  the  turnaround  time  involved  ($152,000). 

Standard  Accounting  System 

o    Maintenance  of  the  scheduled  implementation  and  extension 
of  the  Standard  Accounting  System  to  other  parts  of  HHS. 
Implementation  of  this  system  would  result  in  cost  avoidance 
of  $325,000  in  FY  1984  -  1985  ($203,000). 

Payments  Management  System 

o    Provision  of  ADP  processing  support  for  the  operation  of  the 
Department's  Payments  Management  System  (PMS),  which 
supercedes  our  old  Departmental  Federal  Assistance  Financing 
System  and  will  better  enable  us  to  control  excess  cost  and 
make  more  timely  and  accurate  payments  to  our  grantees 
($410,000). 

Personnel  and  Payroll  Systems 

o    Upgrading  the  HHS  Personnel  and  Payroll  Systems  to  correct 
deficiencies  cited  by  the  HHS  Inspector  General,  to  continue 
implementation  of  the  Civil  Service  Reform  Act,  and  to 
upgrade  the  Department's  integrated  payroll/personnel  system 
($928,000). 
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Program  Reductions 

Consistent  with  the  Administration' s  policy  of  reducing 
Federal  staffing,  this  request  reduces  Departmental  direction 
staff  by  80  positions  and  Departmental  operations  staff  by  204 
positions,  continuing  the  reduction  in  staff  initiated  last  year. 

The  departmental  direction  staffing  decrease  of  80  positions 
reflects  both  the  changing  relationship  the  Department  has  with 
with  State,  local  and  other  recipients  of  resources  combined  with 
planned  conversion  of  staff  from  workloads  of  lesser  importance 
to  initiatives  critical  to  the  Administration,  i.e.,  creating 
broadened  and  more  effective  block  grant  programs,  reducing 
fraud  and  waste  in  HHS  programs,  and  improving  debt  management 
collection. 

The  departmental  operations  staff  decrease  of  204  positions 
reflects  reduced  levels  of  support  activities  required  by  the 
Department's  operating  divisions  principally  in  regional 
offices,  and  increased  operating  efficiencies  due  partially  to 
introduction  and  improvement  of  automated  data  processing 
applications  and  equipment. 

Summary 

In  conclusion,  Mr.  Chairman,  I  believe  that  this  is  an 
austere  but  realistic  budget  that  provides  sufficient  resources 
to  carry  out  the  array  of  national  responsibilities  levied  upon 
the  Department.     I  urge  your  approval  of  this  request  and  thank 
you  for  your  consideration. 
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REDUCTIONS  IN  FY  1983  COSTS 

Mr.  Natcher.  Thank  you,  Mr.  Sopper. 

For  General  Departmental  Management,  you  are  requesting 
$158,969,000  for  1983.  This,  as  you  know,  is  an  increase  of 
$17,907,000  over  the  current  year.  Are  you  making  any  reductions 
in  the  cost  of  managing  the  Department? 

Mr.  Sopper.  Yes,  Mr.  Chairman,  we  are  making  some  reductions 
in  that  area. 

Mr.  Natcher.  Where  would  they  appear  in  the  budget? 

Mr.  Sopper.  We  are  reducing  the  number  of  positions  by  284;  80 
of  these  are  in  the  area  of  departmental  direction,  and  the  remain- 
ing 204  positions  are  in  departmental  operations. 

More  specifically  the  following  offices  in  departmental  direction 
have  been  significantly  reduced:  the  Office  of  Planning  and  Evalua- 
tion has  eliminated  14  positions  out  of  the  126  authorized  in  FY 
1982;  Personnel  Administration  has  been  reduced  by  13  positions; 
and  Field  Management,  the  administrative  management  for  the  re- 
gional offices  has  been  cut  by  53  positions.  In  Departmental  Oper- 
ations, we  are  reducing  Facilities  Engineering  by  16  positions;  Re- 
gional Services  by  106  positions;  Employee  Systems  Center  by  24 
positions;  and  Legal  Services  by  58  positions  for  a  total  reduction  of 
284  positions.  It  should  be  noted,  Mr.  Chairman,  that  these  284  po- 
sitions we  are  today  requesting  to  be  eliminated  are  in  addition  to 
the  136  positions  eliminated  in  General  Departmental  Management 
since  last  year. 

Also,  as  I  indicated  in  my  remarks,  Mr  Chairman,  basically  the 
bulk  of  our  request  is  to  support  built-in  increases  that  we  have  in 
going  from  fiscal  1982  to  fiscal  1983. 

I  would  like  to  say,  too,  Mr.  Chairman,  that  the  1982  level  which 
we  are  currently  displaying  in  this  budget  does  not  include  the  ef- 
fects of  the  1981  pay  raise. 

As  you  know,  OMB  is  reviewing  the  Executive  Department's  re- 
quest for  the  pay  raise  supplemental  right  now.  So  those  funds  are 
not  yet  included  in  our  fiscal  year  1982  numbers. 

PAY  RAISE  SUPPLEMENTAL 

Mr.  Natcher.  When  will  we  receive  a  supplemental  for  the  pay 
increase? 

Mr.  Sopper.  As  you  know,  Mr.  Chairman,  that  is  something  that 
is  determined  by  OMB.  We  have  submitted  to  them  our  request 
and  that  is  currently  under  their  review. 

My  understanding  is  that  they  are  going  to  take  approximately 
the  next  two  to  four-plus  weeks  to  review  our  request  and,  upon 
the  final  determination  of  how  much  is  actually  needed,  we  will  be 
submitting  that  material  in  its  entirety  to  the  Congress  along  with 
all  the  other  executive  departments. 

BUILT-IN  INCREASES 

Mr.  Natcher.  You  classify  most  of  the  increase  requested  in  your 
budget  as  *  'built-in"?  For  the  record  supply  a  detailed  analysis  of 
each  of  these  increases,  describing  what  they  are  and  how  you  cal- 
culated the  amount. 
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Mr.  Sopper.  We  will  be  pleased  to  do  that. 
[The  information  follows:] 

Explanation  of  Built-in  Cost  Increases 

Built-in  cost  increases  are  those  additional  costs  which  must  be  met  in  order  to 
maintain  the  current  level  of  services.  These  increases  include  legislated  and  infla- 
tion-caused cost  increases.  These  increases  are  distinguished  from  program  increases 
which  are  additional  costs  required  to  expand  or  enhance  the  current  level  of  effort. 
The  fiscal  year  1983  budget  request  contains  estimated  non-controllable  built-in  cost 
increases  totalling  $17,412,000  including: 

1.  Annualization  of  fiscal  year  1982  pay  increase— +  $7,092,000. 

This  represents  the  full  amount  required  in  fiscal  year  1983  to  fund  the  October 
1981  pay  raise  and  the  lifting  of  the  executive  pay  cap.  No  funds  are  included  in  the 
fiscal  year  1982  column  of  the  fiscal  year  1983  budget  for  pay  increases.  Considera- 
tion will  be  given  to  this  requirement  in  March  1982.  The  1982  4.8  percent  pay  raise 
did  not  take  effect  until  the  first  full  pay  period  in  October;  therefore,  the  cost  asso- 
ciated with  the  first  two  days  of  fiscal  year  1982  is  also  included  as  a  built-in  in- 
crease. 

2.  Career  ladder  promotions  and  within  grade  step  increases  h $1,628,000. 

Such  cost  increases  are  normally  offset  by  employee  turnover  when  new  employ- 
ees are  hired  at  a  lower  step  and  grade.  However,  turnover  has  dropped  greatly  as  a 
direct  result  of  the  successive  hiring  freezes.  Therefore,  within  grade  increases  and 
career  ladder  promotions  have  caused  net  increases  in  costs. 

3.  Increases  in  freight  shipment  costs — h  $17,000. 

Inflation  for  transportation  cost  is  estimated  to  be  10.56  percent  for  1983.  The 
$17,000  requested  represents  an  8.4  percent  increase;  this  level  of  funding  actually 
reduces  the  level  of  transportation  by  2  percent. 

4.  Increases  for  space  building  management — h  $7,187,000. 

This  increase  of  $7,187,000  reflects  the  funding  necessary  to  cover  higher  rental 
rates  determined  and  charged  by  GSA.  GSA  bases  these  charges  on  comparable 
commercial  rental  rates  (Fair  Annual  Rental  Rate)  for  office  space. 

5.  Increases  in  telephone  rates — h $615,000. 

Recent  events  in  the  communication  rate  structure  resulted  in  tremendous  gener- 
al rate  increases  in  telephone  costs.  The  increase  of  $615,000  represents  a  39  percent 
increase  for  Federal  Telephone  Services  (FTS)  and  other  telephone  charges. 

6.  Increases  in  postage  rates — h  $113,000. 

Postal  rate  increases  of  3  cents  (20  percent)  in  fiscal  year  1981  and  2  cents  (11 
percent)  in  fiscal  year  1982  have  dramatically  escalated  postal  costs  above  our  esti- 
mated amounts.  The  modest  increase  of  $113,000  requested  in  fiscal  year  1983  an- 
ticipates an  additional  10  percent  increase  in  the  cost  of  this  essential  service. 

7.  Other  administrative  cost  increases  (ADP,  printing,  supplies,  equipment  and 
other  services)— +  $760,000. 


Item:  Amount 

ADP   $195,000 

Printing   44,000 

Supplies   74,000 

Equipment   73,000 

Other   374,000 


Total   760,000 


Other  administrative  costs  include  such  items  as:  automated  data  processing; 
printing;  supplies;  equipment;  miscellaneous  contractual  services;  training;  minor 
maintenance,  i.e.  repairs  and  alterations  to  buildings  including  electrical  work;  and 
maintenance  agreements  for  repairs  of  office  machines.  The  estimated  rate  in- 
creases due  to  inflation  to  cover  administrative  costs  is  6.2  percent  or  $1,027,000. 
The  request  of  $760,000  is  $267,000  below  the  estimated  current  level  costs  and  re- 
flects a  real  1.6  percent  decrease  in  other  administrative  costs. 

Mr.  Natcher.  One  of  the  built-in  increases  is  for  space  and  build- 
ing management  where  you  show  $7,187,000;  that  is  a  57  percent 
increase  over  1982.  Tell  us  now  about  the  need  for  such  a  large  in- 
crease? Is  this  necessary? 

Mr.  Sopper.  We  believe  so,  Mr.  Chairman.  As  you  know,  under 
the  Standard  Level  User  Charge  System,  GSA  space  rental  rates 
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are  supposed  to  reflect  the  cost  of  comparable  space  in  the  private 
sector. 

GSA  rates  for  office  space  have  increased  significantly,  in  Denver 
70  percent,  San  Francisco  85  percent,  in  Washington  75  percent, 
where  most  of  our  space  is  located.  Therefore,  GSA  has  increased 
our  rental  accordingly  for  fiscal  year  1983.  The  increase  for  the 
space  rental  charges  is  $7,187  million  and  in  addition  to  that,  there 
is  another  $518,000  increase  in  charges  for  what  are  called  reim- 
bursable services,  guard  service,  cleaning,  minor  maintenance,  re- 
pairs, et  cetera,  making  the  total  increase  for  that  cost  item  $7,705 
million. 

REHABILITATION  SERVICES  ADMINISTRATION 

Mr.  Natcher.  Does  your  budget  include  funds  to  administer  the 
Rehabilitation  Services  program  now  in  the  Department  of  Educa- 
tion? 

Mr.  Sopper.  Yes,  sir.  The  General  Departmental  Management 
appropriation  request  includes  $826,000  for  RSA  activity. 

Mr.  Natcher.  As  far  as  the  transfer  of  these  funds,  I  believe  this 
would  require  legislation,  is  that  correct? 

Mr.  Sopper.  Clearly,  Mr.  Chairman,  that  requires  the  authorizing 
committees  and  in  turn  the  Congress  to  agree  on  that  proposal. 

PROGRAM  IMPROVEMENTS 

Mr.  Natcher.  You  are  proposing  four  program  increases  totaling 
$1,693,000.  Why  can't  these  relatively  small  amounts  be  absorbed 
within  existing  resources? 

Couldn't  you  absorb  that,  Mr.  Sopper? 

Mr.  Sopper.  Well,  I  do  not  believe  so,  Mr.  Chairman.  In  the  past 
few  months  we  have  already  absorbed  almost  $7  million  in  reduc- 
tions. All  discretionary  funds  have  been  cut  from  this  appropri- 
ations; therefore,  these  funds  are  essential  to  support  special  proj- 
ects that  we  need  to  implement  some  Administration  initiatives. 
For  example,  as  a  part  of  that  increase,  we  are  requesting  $152,000 
to  expand  and  improve  a  document  tracking  control  system,  which 
the  Department  uses  to  keep  track  of  correspondence,  et  cetera. 
This  is  a  system  put  in  in  1974.  It  is  no  longer  sufficient  for  the 
expanded  demands  being  put  on  it.  So  we  feel  it  is  important  to  up- 
grade this  system  in  order  to  improve  our  responsiveness  to  mem- 
bers of  Congress  who  are  asking  us  about  many  issues. 

We  have  in  the  $1.7  million  total  a  request  for  $203,000  to  main- 
tain the  developmental  cost  of  the  standard  accounting  system.  We 
have  $410,000  included  to  provide  for  ADP  processing  support  cost 
for  the  Department's  payments  management  system.  And  lastly, 
we  have  approximately  $1  million  in  our  request  to  upgrade  HHS 
personnel  and  payroll  systems. 

POSITIONS  AUTHORIZED,  FISCAL  YEAR  1982 

Mr.  Natcher.  How  many  positions  are  authorized  for  1982  under 
this  account  and  how  many  are  filled  at  the  present  time? 

Mr.  Sopper.  For  fiscal  year  1982  under  the  continuing  resolution 
we  have  authorized  3,822  positions.  In  terms  of  our  on-board  em- 
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ployment,  as  of  the  end  of  December  1981,  we  had  3,356  full-time 
permanent  individuals  on  board. 

PROGRAM  DECREASES 

Mr.  Natcher.  Your  budget  justifications,  Mr.  Sopper,  show  a  re- 
duction of  284  positions  and  $1,198,000.  Averaged  out,  this  would  be 
a  salary  of  about  $4,200. 

Why  such  a  low  average  for  these  284  positions? 

Mr.  Sopper.  Two  factors  have  a  bearing  on  this  apparent  incon- 
sistency, Mr.  Chairman. 

One,  as  you  know,  under  the  process  whereby  Congress  deter- 
mined the  funding  level  for  fiscal  1982,  there  was  a  reduction  made 
from  the  President's  March  request  for  this  account  of  approxi- 
mately $.5  million.  Then  in  addition,  as  Congress  came  to  agree- 
ment on  the  continuing  resolution  levels,  an  additional  four  per- 
cent or  $6.2  million  reduction  was  made.  Finally,  $.3  million  was 
cut  as  the  GDM  share  of  the  section  122  Department-wide  adminis- 
trative reduction,  so  the  amount  of  funds  available  for  this  account 
was  reduced  a  total  of  $7  million  below  the  level  necessary  to  fully 
support  the  authorized  positions. 

In  addition,  we  have,  we  think,  taken  the  appropriate  steps  and 
not  filled  as  many  positions  as  we  can  support  if  they  are  not  criti- 
cal to  the  current  workloads,  so  that  in  terms  of  fiscal  year  1983, 
we  will  be  able  to  continue  the  planned  reduction  of  overall  staff 
and  avoid  an  adverse  impact  on  on-board  employees. 

Basically,  the  $1.1  million  is  an  annualization  of  this  policy  that 
we  have  been  following  with  respect  to  managing  the  positions 
available. 

Mr.  Natcher.  Mr.  Early. 

HIRING  FREEZE 

Mr.  Early.  Thank  you,  Mr.  Chairman. 

Mr.  Sopper,  you  just  told  the  chairman  that  there  are  roughly 
450  unfilled  positions.  Why  are  they  unfilled? 

Mr.  Sopper.  Well,  we  have  a  reduction  which  took  place  from  the 
amount  that  was  requested  for  fiscal  1982  of  approximately  $7  mil- 
lion. Moreover,  we  have  also  had  a  freeze,  as  you  know,  in  the  De- 
partment on  employment  and  hiring. 

Mr.  Early.  None  of  that  is  a  result  of  OMB  impounding  moneys, 
is  it? 

Mr.  Sopper.  No,  sir. 

Mr.  Early.  Are  you  satisfied  as  a  management  expert  with  the 
rate  at  which  OMB  is  releasing  the  money  under  the  continuing 
resolution? 

Mr.  Sopper.  Yes,  sir.  We  have  been  provided  51  percent  of  the 
annual  level  through  March  31,  under  the  continuing  resolution. 

Also,  Mr.  Early,  I  mentioned  the  freeze.  The  Secretary  this  morn- 
ing signed  a  memorandum  to  the  operating  divisions  in  which  he 
modified  significantly  the  freeze  policy  that  the  Department  has 
had  in  effect,  and  he  is  permitting  the  operating  division  to  hire 
within  certain  limitations  without  having  to  go  through  the  formal- 
ized approval  process  at  the  departmental  level. 

[The  information  follows:] 
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THE    SECRETARY   OF   HEALTH   AND  HUMAN  SERVICES 
WASHINGTON    DC  ?0?OI 


MEMORANDUM  FOR:     Heads  of  Operating  Divisions 
SUBJECT  :     FY  1982  Employment  Limitations 


In  my  October  1,  1981  memorandum,   I  informed  you  of 
restrictions  on  hiring  from  outside  the  Department.  These 
restrictions  are  necessary  because  of  uncertainty  in  the 
budgetary  situation  for  Fiscal  Year  1982.    Although  we  have 
made  progress  in  reducing  Department-wide  employment  to  a  level 
which  is  generally  consistent  with  our  employment  allowance  for 
1982,  we  have  experienced  disproportionate  attrition  in  our 
clerical  and  technician  levels  at  GS-10  and  below  and  equivalent. 

Therefore,  until  further  notice,  you  will  be  responsible 
for  managing  employment  in  accord  with  the  guidelines  I  have  set 
forth  below  and  on  the  attachment. 

Please  keep  in  mind  that,  while  the  FTE  employment  control 
system  gives  you  flexibility  for  management  of  staff  resources 
within  assigned  levels,  it  is  mandatory  that  hiring  be  handled 
prudently.     The  Administration's  goal  of  reducing  Federal 
employment  is  reflected  in  the  lower  FY  1983  FTE  levels  provided 
by  0MB,  and  you  are  directed  to  insure  that  FY  1982  hiring 
decisions  are  consistent  with  these  lower  levels. 

Guidelines  for  Managing  Employment,  FY  1982 

1.  You  must  control  employment  so  that  your  full-time 
equivalent  ceilings  will  not  be  exceeded.     I  have 
provided  ceilings  on  the  attachment. 

2.  Subject  to  the  availability  of  funds  and  ceiling,  the 
following  actions  may  now  be  taken  without  prior 
approval : 

a)     Permanent  appointments,  term  appointments, 
and  extensions  of  term  appointments  at 
GS-10  and  below  and  equivalent; 
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b)  Temporary  appointments  and  extensions  of 
temporary  appointments; 

c)  Hiring  of  NIH  and  ADAMHA  Service  Fellows  and  CDC  EIS  Fellows; 

d)  Hiring  of  direct  patient  care  employees  in 
the  Public  Health  Service.    This  includes  the 
Indian  Health  Service  hospitals  and  clinics, 
the  Clinical  Center  of  the  National  Institutes 
of  Health,  St.  Elizabeths  Hospital,  the  Public 
Health  Service  hospital  in  Carville,  Louisiana, 
the  National  Health  Service  Corps,  and  Federal 
Employee  Health  Units.    Direct  patient  care 
includes  the  following  positions:  physician, 
dentist,  nurse,  pharmacist,  physician's  assistant, 
nursing  assistant,  dental  assistant,  optometrist, 
podiatrist,  medical  records  and  record  admitting 
staff,  psychologist,  therapist,  nutritionist, 
laboratory  personnel  including  microbiologist, 
pathologist,  radiologist,  and  medical  technician. 
To  be  considered  as  part  of  the  direct  patient 
care  staff,  employees  must  be  immediately  involved 
with  the  diagnosis  and  treatment  of  patients. 
Positions  involved  in  activities  which  support 
patient  care  (such  as  laundry,  food  service, 
security,  etc.)  are  not  included  in  this  exception 
to  the  hiring  freeze; 

e)  Pay  adjustment  of  current  part-time  employees  to 
full-time;  and 

f)  Personnel  actions  required  by  statute  or  third 
party  decisions. 

Other  than  the  exceptions  in  Item  2  above,  the  restrictions  on  hir 
remain  in  effect,  including  the  following  personnel  actions  which 
cannot  be  taken  without  prior  approval : 

a)  Hiring  of  permanent  employees  from  outside  the 
permanent  work  force  of  this  Department  to 
positions  at  GS-11  and  above  and  equivalent; 

b)  Conversion  of  employees  from  temporary  to 
permanent  appointments  to  positions  at  GS-11 
and  above  and  equivalent; 

c)  Initial  term  appointments  or  extensions  of  term 
appointments  to  positions  at  GS-11  and  above 
and  equivalent; 
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d)  Hiring  of  experts  and  consultants  (except  those 
at  the  National  Institutes  of  Health  which  are 
ceiling  exempt);  and 

e)  Appointment  of  advisory  committee  members. 

Requests  for  individual  exceptions  to  the  hiring  freeze  for  critical 
priority  activities  will  continue  to  be  forwarded  on  a  case-by-case 
basis  to  David  Newhall,  Chief  of  Staff,  through  the  Assistant 
Secretary  for  Personnel  Administration  by  the  Head  of  the 
Operating  or  Staff  Divisions.    I  expect  such  requests  to  be  kept 
to  a  minimum  and  to  be  thoroughly  justified  on  the  basis  of 
the  critical  need  to  fill  the  position.  The  Assistant  Secretary 
for  Personnel  Administration  will  issue  modifications  to  his 
December  30,  1981  memorandum  regarding  the  requirements  for 
freeze  exception  requests. 

4.  In  addition  to  the  above,  please  keep  in  mind  the  following  procedures 
which  continue  to  apply  to  personnel  actions  within  the  Department: 

a)  The  pre-audit  by  the  ASPER  of  conversions  from  the  excepted 
to  the  competitive  service  will  continue,  as  explained  in 
his  memorandum  of  January  12,  1982. 

b)  My  memorandum  of  October  7,  1981,  which  establishes  an 
approval  process  for  selection  of  SES,  supergrade  and 
equivalent,  Schedule  C  and  other  excepted  appointments, 
remains  in  effect.    In  addition,  other  actions  involving 
SES  or  equivalent  positions  still  require  my  prior 
approval . 

c)  Operation  of  the  Department's  reemployment  priority 
procedure  is  continued.    The  procedure  was  explained 
in  the  memoranda  from  the  ASPER  dated  October  7,  1981 
and  December  30,  1981. 

d)  All  assignments  under  the  Intergovernmental  Personnel 
Act  to  or  from  HHS  must  be  approved  in  advance  at  the 
Department  level . 

5.  In  managing  your  employment  levels,  I  want  you  to  keep  in  mind  that 
some  segments  of  the  Department  will  be  conducting  reductions  in 
force  (RIFs)  and  that  every  effort  should  be  made  to  place  employees 
subject  to  RIFs.    We  have  done  a  good  job  so  far  in  placing  employees 
from  affected  PHS  and  OHDS  organizations  into  vacancies  in  other  parts 
of  the  Department,  and  I  am  confident  that  this  will  continue.    I  am 
still  requiring  that  efforts  be  made  to  bring  vacancies  to  the  attention 
of  employees  in  organizations  facing  reductions  before  they  are  filled 
by  other  means. 
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6.  The  Assistant  Secretary  for  Management  and  Budget  will  monitor  the 
execution  of  your  employment  plans  and  will  provide  status  reports 
to  me. 

Any  questions  concerning  personnel  actions  should  be  addressed  to  the  Assistant 
Secretary  for  Personnel  Administration;  questions  concerning  full-time  equivalent 
employment  ceilings  should  be  addressed  to  the  Assistant  Secretary  for  Management 
and  Budget. 


Richard  S.  Schweiker 
Secretary 


Attachment 
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Full-Time  Equivalent  (FTE)   Employment  Ceilings,  FY  1982 


Public  Health  Service: 


Full-Time 
Permanent 


FTE  Ceilings 


Total 


Indian  Health  Service. 
National  Institutes  of 


9,950 


11,200 


Health 
Other  PHS 
Total  PHS 


10,833 
21,717 
42,500 


13,300 
25,000 
49,566 


Specific  earmarks  are  provided  for  the  NIH  and  IHS.     Each  of  these 
agencies  has  experienced  a  high  vacancy  rate  in  FY  1982.  To 
maintain  a  prudent  approach  to  hiring  in  the  Public  Health  Service, 
interim  levels  are  provided  for  each  of  these  agencies  at  a  level 
lower  than  that  authorized  in  the  budget  but  considerably  higher 
than  on-board  employment  as  of  December  31,   1981.     Should  hiring 
in  each  agency  approach  these  levels,  the  ASMB  will  recommend 
additional  authority  to  hire  up  to  but  not  exceeding  authorized 
levels. 
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Full-Time  Equivalent  (FTE)   Employment  Ceilings,  FY  1982 
Health  Care  Financing  Administration: 

FTE  Ceilings 

Full-Time 

Permanent  Total 
HCFA   4,353  4,483 
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Attachment 

Full-Time  Equivalent  (FTE)  Employment  Ceilings,  FY  1982 
Social  Security  Administration: 

FTE  Ceilings 

Full-Time 

Permanent  Total 

Social  Security    75,476  84,952 

Office  of  Refugee  Resettlement  84  102 
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Full-Time  Equivalent  (FTE)   Employment  Ceilings,  FY  1982 
Office  of  Community  Services: 

FTE  Ceilings 

Full-Time 

Permanent  Total 
OCS   275  *  275 


*  Excludes  43  additional  FTE  to  be  allocated  to  HDS  and  DM 
activities  in  support  of  OCS. 
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Full-Time  Equivalent  (FTE)   Employment  Ceilings,  FY  1982 
Office  of  Human  Development  Services: 

FTE  Ceilings 

Full-Time 

Permanent  Total 
OHDS...   1,296  1,489 
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Full-Time  Equivalent  (FTE)   Employment  Ceilings,  FY  1982 
Departmental  Management: 

FTE  Ceilings 

Full-Time 

Permanent  Total 

DM  (including  OCR, 

OIG  and  OCA)   4,999  5,533 
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Mr.  Early.  Wasn't  the  freeze  on  not  hiring  any  new  positions? 
Wasn't  the  freeze  for  unfilled  positions? 

Mr.  Sopper.  Yes,  sir;  to  fill  any  position  in  the  Department  you 
had  to  go  through  the  freeze  procedure. 

TRANSFERS 

Mr.  Early.  Mr.  Sopper,  at  this  morning's  State,  Commerce,  Jus- 
tice Subcommittee  hearing  we  discussed  the  transfer,  or  suggested 
transfer,  of  the  Cuban  and  Haitian  refugee  program  from  HHS  to 
the  Justice  Department.  Are  you  transferring  management  people 
with  that  transfer? 

Mr.  Sopper.  There  are  no  positions  that  are  being  transferred 
with  that.  What  we  are  proposing  to  transfer  to  the  Department  of 
Justice  is  the  responsibility  for  funding  that  activity.  There  will 
still  be  certain  activities  that  HHS  will  be  involved  in  with  respect 
to  that  account  in  terms  of  providing  health  care  services  

Mr.  Early.  In  the  justification  it  said  Justice  responsibilities 
would  include  care.  I  asked  the  Attorney  General  if  they  had  the 
facilities  to  care  for  those  refugees,  and  he  said  they  did. 

Mr.  Sopper.  There  will  be  reimbursable  agreements  with  the  De- 
partment. In  terms  of  the  facilities,  they  do  have  the  facilities,  but 
they  will  call  upon  us  to  provide  certain  specialized  health  care 
services  for  which  they  will  reimburse  us. 

Mr.  Early.  I  see. 

Mr,  Whitten  was  at  the  hearing  today  and  he  was  a  little  con- 
cerned that  this  is  all  to  be  done  on  suggested  legislation.  The  legis- 
lation is  not  approved — he  was  not  speaking  specifically  to  that;  he 
was  speaking  to  the  energy  and  education  transfer. 

Mr.  Sopper.  Right. 

As  I  told  the  chairman,  I  think  before  you  arrived,  Mr.  Early,  the 
request  that  is  included  in  our  budget  which  affects  education  ac- 
tivities clearly  requires  Congress  to  take  affirmative  action  with  re- 
spect to  that  proposal. 

Mr.  Early.  I  have  no  further  questions. 

REGIONAL  OFFICE  STAFFING  LEVELS 

Mr.  Natcher.  Most  of  the  position  reductions  are  in  your  region- 
al office  staff.  Many  of  the  Department's  programs  are  proposed  to 
go  to  the  States.  Wouldn't  you  need  to  maintain  your  regional 
office  staff  in  order  to  help  States  carry  out  their  additional  respon- 
sibilities? 

Mr.  Sopper.  We  think  we  have  made  an  appropriate  reduction  in 
the  regional  offices,  an  8  percent  reduction  from  the  fiscal  year 
1982  level  for  the  Departmental  operations  activity. 

We  projected  a  decrease  in  the  workload  resulting  from  such 
things  as  the  block  grant  program  and  the  changing  role  of  the  re- 
gional directors  in  relationship  to  local  governments  and  the 
public. 

Therefore,  since  the  regional  office  staff  will  not  have  to  expend 
as  much  time  in  support  of  operating  divisions'  staff  related  to  the 
large  number  of  categorical  grantees,  we  think  we  have  made  an 
appropriate  reduction  in  this  activity. 
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Mr.  Itteilag.  Mr.  Chairman,  another  point  with  respect  to  this 
matter  is  that  the  technical  assistance  type  positions  in  the  regions 
are  included  in  the  budgets  of  the  line  organizations  of  the  Depart- 
ment such  as  the  Public  Health  Service  and  the  Office  of  Human 
Development  Services,  and  not  in  the  General  Departmental  Man- 
agement budget. 

REGULATIONS  ACTIVITIES 

Mr.  Natcher.  How  many  people  are  assigned  to  writing  and  re- 
viewing regulations?  Can  you  give  us  some  idea?  And  tell  us,  if  you 
will,  how  many  of  these  are  attorneys. 

Mr.  Sopper.  In  terms  of  General  Departmental  Management  ac- 
tivity, there  are  two  types  of  efforts  that  go  on  there:  the  develop- 
ment and  enforcement  of  regulations  in  order  to  comply  with  legis- 
lation, and  the  review  of  regulations  to  determine  their  impact. 

In  fiscal  year  1981  General  Departmental  Management  expended 
$2,664  million  and  74  staff  years  on  regulatory  activities.  We  esti- 
mate for  fiscal  year  1982,  $2,304  million  and  64  staff  years,  and  for 
fiscal  year  1983,  $2,088  million  and  38  staff  years  will  be  utilized. 
We  are  proud  of  the  reductions  we  are  making  in  this  area. 

Mr.  Natcher.  Are  most  of  these  people  attorneys? 

Mr.  Sopper.  I  do  not  have  the  detail  as  to  how  many  of  those 
staff  years  are  attorneys  as  opposed  to  program  analysts,  manage- 
ment analysts  or  clericals  in  support  roles.  We  will  try  to  get  a 
number  for  you  and  put  that  in  the  record  if  that  is  acceptable. 

Mr.  Natcher.  Fine. 

[The  information  follows:] 

Staff  Writing  and  Reviewing  Regulations 

The  General  Departmental  Management  appropriation  anticipates  expending  64 
staff  years  of  effort  in  fiscal  year  1982  in  the  review  and  writing  of  regulations.  The 
ratio  of  attorney  staff  years  to  other  staff  years  devoted  to  writing  and  reviewing 
regulations  is  approximately  one  to  two. 

IMMEDIATE  OFFICE  OF  THE  SECRETARY  AND  UNDER  SECRETARY 

Mr.  Natcher.  On  page  18  of  the  justifications  you  show  122  posi- 
tions in  the  immediate  office  of  the  Secretary  and  Under  Secretary. 
Why  do  you  need  that  many  positions  in  the  Secretary's  office? 

Mr.  Sopper.  In  terms  of  the  122  positions,  Mr.  Chairman,  those 
are  support  positions  to  allow  the  Secretary  to  manage  the  Depart- 
ment. They  include  his  own  personal  staff,  staff  of  the  Under  Sec- 
retary, they  include  the  Department's  Executive  Secretariat  which 
manages  all  the  Department's  correspondence  which  is  received 
from  Congress  and  the  private  sector.  It  includes  some  of  the  head- 
quarters staff  for  the  regional  office  activity. 

The  Department,  as  you  well  know,  Mr.  Chairman,  from  having 
been  associated  with  its  budget  for  many  years,  is  a  very  complicat- 
ed entity  and  we  think  this  is  a  modest  number  of  people  to  have 
available  to  the  Secretary  for  immediate,  easy  access  in  order  to 
manage  the  institution. 

Mr.  Natcher.  For  the  record,  supply  a  listing  of  the  122  positions 
showing  grade  level  and  title. 

[The  information  follows:] 
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Office  of  the  Secretary  and  Under  Secretary  Positions 

The  following  is  a  list  of  the  122  full-time  permanent  positions  in  the  Office  of  the 
Secretary  and  Under  Secretary: 

1.  Secretary — Executive  Level  I. 

2.  Under  Secretary — Executive  Level  III. 

3.  Chief  of  Staff— SES-6. 

4.  Executive  Assistant  to  the  Secretary — SES-3. 

5.  Special  Assistant — GS-14 

6.  Special  Assistant  to  the  Chief  of  Staff—  GS-13. 

7.  Special  Assistant  to  the  Secretary — GS-14. 

8.  Assistant  to  the  Secretary — GS-13. 

9.  Assistant  to  the  Secretary — GS-13. 

10.  Special  Assistant— GS-12. 

11.  Special  Assistant  to  the  Chief  of  Staff— GS-13. 

12.  Special  Assistant — GS-15. 

13.  Staff  Assistant— GS-12. 

14.  Assistant  to  the  Chief  of  Staff— GS-13. 

15.  Secretary  to  the  Executive  Assistant — GS-10. 

16.  Secretary— GS-8. 

17.  Secretary— GS-7. 

18.  Clerical  Assistant— GS-5. 

19.  Counselor  to  the  Under  Secretary — SES-1. 

20.  Deputy  Under  Secretary  for  Intergovernmental  Affairs — SES-1. 

21.  Staff  Assistant— GS-11. 

22.  Secretary  to  the  Deputy  Under  Secretary — GS-9. 

23.  Staff  Assistant— GS-11. 

24.  Secretary— GS-8. 

25.  Driver— WG-7. 

26.  Executive  Secretary  to  the  Department — SES-3. 

27.  Special  Assistant  to  the  Executive  Secretary — GS-12. 

28.  Secretary  to  the  Executive  Secretary — GS-10. 

29.  Secretary— GS-8. 

30.  Deputy  Executive  Secretary — SES-2. 

31.  Deputy  Executive  Secretary — GS-15. 

32.  Policy  Specialist— GS-14. 

33.  Regulations  Analyst— GS-14. 

34.  Regulations  Analyst — GS-14. 

35.  Policy  Specialist— GS-14. 

36.  Policy  Coordinator— GS-14. 

37.  Mental  Health  and  Consumer  Affairs  Policy  Coordinator — GS-14. 

38.  Policy  Coordinator— CO-06. 

39.  Policy  Coordinator— GS-13. 

40.  Regulations  Analyst — GS-9. 

41.  Secretary— GS-9. 

42.  Secretary— GS-9. 

43.  Secretary— GS-7. 

44.  Secretary— GS-7. 

45.  Secretary— GS-7. 

46.  Secretary— GS-7. 

47.  Deputy  Executive  Secretary— SES-2. 

48.  Social  Security  Policy  Coordinator — GS-15. 

49.  Policy  Management  Specialist — GS-14. 

50.  Policy  Specialist— GS-14. 

51.  Assistant  to  the  Executive  Secretary — GS-13. 

52.  Staff  Assistant— GS-9. 

53.  Policy  Specialist— GS-14. 

54.  Regulations  Analyst — GS-14. 

55.  Regulations  Analyst — GS-14. 

56.  Policy  Coordinator— GS-13. 

57.  Attorney-Advisor— GS-13. 

58.  Regulations  Assistant — GS-10. 

59.  Secretary— GS-9. 

60.  Secretary— GS-7. 

61.  Secretary— GS-8. 

62.  Secretary— GS-7. 

63.  Secretary— GS-8. 
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64.  Secretary — GS-7. 

65.  Secretary — GS-T. 

66.  Service  Worker— WG-5. 

67.  Director,  Advisory  Committee  Office — GS-15. 

68.  Deputv  Director,  Advisory  Committee  Office — GS-14. 

69.  Staff  Assistant— GS-9. 

70.  Secretary— GS-8. 

71.  Secretary — GS-7. 

72.  Assistant  to  the  Secretary — SES-1. 

73.  Assistant  to  the  Secretary — GS-13. 

74.  Staff  Assistant— GS-12. 

75.  Appointments  Liaison — GS-9. 

76.  Appointments  Liaison— GS-9. 

77.  Appointments  Liaison — GS-9. 

78.  Secretary— GS-8. 

79.  Secretary— GS-6. 

80.  Executive  Officer— GS-15. 

81.  Administrative  Officer— GS-14. 

82.  Administrative  Officer— GS-11. 

83.  Administrative  Staff  Assistant— GS-9. 

84.  Steward— GS-9. 

85.  Administrative  Staff  Assistant — GS-9. 

86.  Clerical  Assistant— GS-5. 

87.  Director,  Communications  Control  Center — GS-14. 

88.  Manager,  Communications  Control  Center — GS-11. 

89.  Correspondence  Assistant — GS-10. 

90.  Correspondence  Assistant — GS-9. 

91.  Communications  Staff  Assistant — GS-9. 

92.  Correspondence  Assistant — GS-8. 

93.  Correspondence  Assistant — GS-8. 

94.  Correspondence  Analyst — GS-8. 

95.  Correspondence  Assistant — GS-7. 

96.  Correspondence  Assistant — GS-7. 

97.  File  Assistant — GS-7. 

98.  Administrative  Aide — GS-6. 

99.  Correspondence  Assistant — GS-6. 

100.  Correspondence  Assistant — GS-6. 

101.  Correspondence  Control  Clerk — GS-5. 

102.  Correspondence  Control  Clerk — GS-5. 

103.  File  Assistant— GS-5. 

104.  Systems  Administrator — GS-14. 

105.  Director,  Office  of  International  Affairs— GS-15. 

106.  Deputy  Director,  Office  of  International  Affairs — GS-14. 

107.  International  Affairs  Specialist — GS-11. 

108.  Staff  Assistant— GS-9. 

109.  Secretary— GS-8. 

110.  Special  Assistant  to  the  Under  Secretary — GS-15. 

111.  Staff  Assistant— GS-11. 

112.  Special  Assistant — GS-15. 

113.  Staff  Assistant— GS-11. 

114.  Secretary— GS-9. 

115.  Secretary — GS-7. 

116.  Staff  Assistant— GS-9. 

117.  Staff  Assistant— GS-11. 

118.  Director,  Small  &  Disadvantaged  Business  Utilization — GS-15. 

119.  Minority  Business  Analyst — GS-14. 

120.  Small  Business  Specialist— GS-13. 

121.  Program  Analyst— GS-11. 

122.  Secretary— GS-8. 

PUBLIC  AFFAIRS  STAFFING 

Mr.  Natcher.  On  page  27  you  show  46  positions  for  public  af- 
fairs. This  is  the  same  number  you  asked  for  in  1982.  Why  can't 
you  make  some  reductions  in  this  activity,  Mr.  Sopper? 
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Mr.  Sopper.  Well,  the  Office  of  Public  Affairs  has  been  assuming 
over  the  last  year  greater  responsibility  for  the  management  of 
public  affairs  activity  and  public  affairs  products  on  a  department- 
wide  basis.  And  they  are  doing  this  as  part  of  our  efforts  to  achieve 
savings  and  improve  effectiveness  without  additional  resources. 

One  of  the  things  they  are  doing  is  increasing  review  and  control 
of  the  audiovisuals,  information  clearinghouses  and  distribution 
and  warehousing  methods  of  publications.  Therefore,  because  of 
this  increased  activity  and  increased  responsibility,  they  cannot  be 
reduced;  in  fact  we  believe  they  will  be  forced  to  much  greater  effi- 
ciencies to  do  this  within  their  existing  staff  complement. 

Mr.  Natcher.  For  the  record,  provide  a  breakdown,  by  agency, 
showing  the  amounts  for  1982  and  1983  for  public  affairs  activities 
throughout  the  Department. 

[The  information  follows:] 

Public  Affairs  Activities 

Most  Department  agencies  do  not  identify,  by  line  item,  the  resources  requested 
for  public  affairs  activities.  Rather,  each  agency  submits  a  plan  to  Public  Affairs  for 
review  and  consideration.  These  final  plans  will  be  analyzed  and  modified  or  ap- 
proved in  the  next  few  weeks.  Provided  below  are  the  current  estimates  of  public 
affairs  activities  by  agency  in  fiscal  year  1982  and  fiscal  year  1983. 


[In  thousands] 

Fiscal  year- 
Agency   ■  

1982  1983 


Departmental  Management: 

General  Departmental  Management 1   $4,103  $4,127 

Office  of  Inspector  General   2  0  2  0 

Office  for  Civil  Rights   162  176 

Policy  Research   0  0 

Subtotal  DM   4,265  4,303 

Health  Care  Financing  Administration   1,842  1,883 

Human  Development  Services   829  855 


Public  Health  Service: 

Assistant  Secretary  of  Health   2,897  2,912 

Alcohol,  Drug  Abuse  and  Mental  Health   3,613  4,244 

Centers  for  Disease  Control   2,117  1,732 

Health  Resources   482  349 

Health  Services   990  990 

Food  and  Drug   1,981  2,051 

National  Institutes  of  Health   7,963  8,520 

Subtotal  PHS   20,043  20,798 

Social  Security  Administration   14,221  14,185 


Total   41,200  42,024 


1  Includes  the  office  of  public  affaris,  regional  offices  and  consumer  affairs. 
2 IG  public  affairs  officer  salary  is  currently  funded  through  GDM. 

INDIRECT  COST  RATES 

Mr.  Natcher.  One  of  the  functions  of  the  Secretary  for  Health 
and  Human  Services  as  you  know,  is  the  negotiation  of  rates  for 
indirect  costs  to  be  paid  to  colleges  and  universities  in  connection 
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with  federally  sponsored  research  projects.  Since  the  Department 
of  Health,  Education  and  Welfare  began  negotiating  these  rates  in 
1966,  they  have  risen  steadily  year  after  year.  Between  1966  and 
1979,  indirect  costs  of  NIH  research  grants  increased  by  a  factor  of 
8,  from  $53  million  to  $422  million,  while  direct  costs  increased  by 
a  factor  of  3.1  from  $378  million  to  $1.1  billion.  Indirect  costs  are 
taking  up  a  larger  share  of  the  research  dollar  each  year. 

First,  Mr.  Sopper,  how  do  you  account  for  the  steady  rise  in  indi- 
rect costs? 

Mr.  Sopper.  There  are  two  major  reasons  for  the  increase  in  the 
indirect  costs;  general  inflation  which  occurred  over  that  period  of 
time  and  the  spectacular  increase  in  energy  costs. 

Mr.  Natcher.  Mr.  Kirschenmann,  come  on  up  and  have  a  seat  at 
the  end  of  the  table.  Mr.  Sopper  is  going  to  call  on  you  in  a  minute. 

Mr.  Sopper,  each  university  receives  a  different  indirect  cost 
rate.  These  rates  may  vary  substantially  among  universities.  For 
example,  in  1979  Harvard's  rate  was  49.4  percent,  whereas  the  Uni- 
versity of  Wisconsin  had  a  rate  of  33.1  percent.  How  do  you  ac- 
count for  this  difference  in  rates? 

Mr.  Sopper.  I  am  going  to  call  on  Mr.  Kirschenmann,  Mr.  Chair- 
man. As  you  know,  he  is  one  of  the  country's  experts  in  this  area.  I 
am  really  pleased  to  have  him  on  my  staff. 

Mr.  Natcher.  Go  right  ahead.  We  will  be  pleased  to  hear  from 
you. 

Mr.  Kirschenmann.  There  are  a  couple  of  reasons,  we  believe, 
Mr.  Chairman. 

One  is  that  private  institutions,  for  example  such  as  Harvard, 
have  a  greater  need  to  recoup  their  indirect  costs  and  all  their 
costs  related  to  research  than  some  state  institutions. 

The  second  reason  is  just  as  Mr.  Sopper  indicated,  a  general  rise 
in  inflation  rates  in  the  university  community,  particularly  in  the 
area  of  energy  costs,  that  is. 

Mr.  Natcher.  All  right. 

Mr.  Conte? 

Mr.  Conte.  What  research  would  Harvard  be  doing? 

Mr.  Kirschenmann.  They  perform  a  whole  array  of  research,  in 
the  biomedical  to  physical  sciences. 

Mr.  Conte.  I  see.  You  handle  the  whole  thing,  the  whole  spec- 
trum? 

Mr.  Kirschenmann.  We  negotiate  the  indirect  costs  for  them, 
yes. 

Mr.  Conte.  You  are  a  pretty  powerful  guy. 
Mr.  Kirschenmann.  Don't  tell  Harvard  that. 

SPACE  AND  BUILDING  MANAGEMENT  INCREASES 

Mr.  Conte.  I  thought  it  was  just  one  particular  area. 

For  fiscal  year  1983  your  budget  request  includes  a  rather  signifi- 
cant increase  for  space  and  building  management,  $7.2  million  in- 
crease. Why  do  you  need  all  that? 

Mr.  Sopper.  There  is  basically  one  reason  for  that,  Mr.  Conte.  As 
you  know,  GSA  under  the  standard  level  user  charge,  is  supposed 
to  have  its  rates  reflect  the  cost  of  comparable  rates  in  the  private 
sector.  GSA  rates  for  office  space  have  increased  significantly;  for 
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example,  in  Denver  up  to  70  percent,  San  Francisco  95  percent, 
Washington  75,  which  is  where  most  of  our  space  is  located.  There- 
fore, GSA  has  increased  our  rental  accordingly  for  fiscal  1983  and 
that  results  in  the  request  for  $7.2  million  in  additional  funds  just 
for  that  expense  alone. 

In  addition,  there  is  a  $518,000  increase  in  charges  for  the  reim- 
bursable services,  janitorial  services,  cleaning  service,  guard  serv- 
ices, minor  maintenance  and  repairs,  making  the  total  increase  for 
space  costs  in  fiscal  1983  $7,705  million. 

OFFICE  OF  INSPECTOR  GENERAL  FISCAL  YEAR  1982  FUNDING  SHORTFALL 

Mr.  Conte.  I  understand  that  your  agency  is  facing  some  signifi- 
cant difficulties  with  regard  to  the  fiscal  1982  appropriations  for 
salaries  and  expense  for  the  Office  of  the  Inspector  General.  Can 
you  explain  the  problem  for  us? 

Mr.  Sopper.  Yes,  sir. 

Mr.  Conte.  Do  you  have  any  solutions? 

Mr.  Sopper.  Yes,  sir. 

In  terms  of  the  problem,  the  House  in  its  bill,  H.R.  4560,  ap- 
proved for  the  Inspector  General  $43.1  million  for  State  Medicaid 
Fraud  Control  Units  and  $45  million  for  all  other  Inspector  Gener- 
al functions,  primarily  salaries  and  expenses.  When  the  Senate 
considered  that  matter,  it  reduced  the  total  amount  available  for 
the  Inspector  General  to  $76  million,  a  reduction  of  $12.1  million, 
but  in  doing  that  they  earmarked  $43.1  million  for  the  State  Medic- 
aid Fraud  Control  Unit  entitlement  program.  By  doing  that,  they 
basically  reduced  the  amount  for  Inspector  General  operations  by 
27  percent. 

Then  in  addition  the  action  on  the  CR  reduced  OIG  funds  an- 
other four  percent  to  $74.2  million.  What  we  now  have  is  the  situa- 
tion in  which  there  is  too  much  money  in  the  State  Medicaid  Fraud 
Control  Unit  account  and  not  enough  money  to  support  the  on- 
board staff  in  the  Inspector  General's  Office. 

We  brought  this  matter  to  the  attention  of  your  committee,  Mr. 
Chairman,  Mr.  Conte,  and  also  to  the  attention  of  the  Senate,  and 
we  were  advised  that  the  only  solution  is  a  legislative  correction 
and  we  have  submitted,  both  to  the  Chairman  and  Senator  Hat- 
field, a  request  to  have  this  corrected  as  soon  as  possible. 

There  is  a  letter  from  the  Secretary  that  was  sent  to  Chairman 
Natcher  on  Feburary  24. 

Mr.  Conte.  Couldn't  this  be  done  with  a  reprogramming? 

Mr.  Sopper.  No,  sir.  Because  the  problem  is  in  the  statutory  lan- 
guage itself. 

Mr.  Conte.  I  see. 

I  imagine  you  are  up  against  a  time  problem. 

Mr.  Sopper.  Yes,  sir.  We  are  trying  to  work  with  the  committees 
and  provide  whatever  information  they  believe  is  necessary.  We 
are  gathering,  in  response  to  the  Chairman's  request,  the  last  few 
elements  of  detailed  information  on  this  issue  and  that  should  be  to 
you  within  the  next  few  days,  Mr.  Chairman. 

I  would  just  say,  Mr.  Conte,  we  have  had  to,  at  least  in  a  very 
preliminary  fashion,  take  preparatory  planning  steps  in  order  to 
deal  with  the  problem  if  the  proposal  we  have  made  is  not  acted 
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upon  favorably.  If  Congress  does  not  act  favorably,  it  would  be  nec- 
essary to  take  some  kind  of  a  one-time  furlough  action  with  respect 
to  the  entire  OIG  staff. 

We  are  very  hopeful  we  can  work  with  you  on  that,  Mr.  Chair- 
man and  Mr.  Conte,  to  get  that  solved. 

Mr.  Conte.  Really,  it  is  too  bad  that  that  ever  happened.  When 
that  continuing  resolution  was  going  through,  there  was  time, 
there  was  nearly  ten  days  that  Congress  was  out.  I  do  not  know 
how  many  times  I  said  to  the  staff,  you  make  sure  with  the  young 
slasher  and  everybody  else  that  everything  is  all  right  in  this 
thing,  that  you  are  not  putting  damaging  language  in  here,  because 
that  thing  was  so  massive,  it  covered  the  whole  government  at  that 
time.  We  had  great  assurances.  This  would  be  disastrous  to  you, 
wouldn't  it? 

Mr.  Sopper.  Yes,  sir.  In  order  to  avoid  an  anti-deficiency  viola- 
tion at  the  funding  level  presently  stipulated  in  the  CR  it  would 
require  a  furlough  of  approximately  85  to  90  days  in  the  remaining 
part  of  the  fiscal  year. 

As  I  indicated,  we  want  to  work  with  the  Chairman  and  you  and 
everyone  else  to  get  this  solved.  Hopefully  the  solution  can  be  ar- 
rived at  as  part  of  the  extension  of  the  continuing  resolution. 

MANAGEMENT  ACCOMPLISHMENTS 

Mr.  Conte.  Let  me  ask  you  a  tough  question  now.  You  just  com- 
pleted your  first  year  as  the  Administrator.  What  accomplishments 
are  you  particularly  pleased  about  in  the  operation  of  the  agency? 
Are  you  proud  of  anything? 

Mr.  Sopper.  Yes,  sir.  I  am  very  proud  of  the  fact  that  we  were 
one  of  the  few  departments  in  government  to  meet  the  statutory 
mandate  that  all  audits  six  months  old  as  of  September  30,  1981  be 
resolved.  And  a  large  part  of  the  credit  for  that  goes  to  Mr. 
Kirschenmann  down  there.  That  is  one  of  his  areas  of  responsibili- 
ty. That  is  something  I  take  great  pride  in,  and  I  know  Mr.  Kirs- 
chenmann does  too. 

We  also  have  reinstituted  in  the  Department  the  OMS  system,  a 
management  by  objective  type  system,  whereby  the  Secretary 
tracks  operational  activities  of  various  department  programs  across 
the  breadth  of  the  whole  department.  We  are  now  in  the  process  of 
tracking  a  large  number  of  initiatives  in  fiscal  year  1982. 

We  have  a  plan  in  place  to  try  to  collect  the  outstanding  debt 
which  is  owed  the  Department.  That  is  something  Mr.  Dukes  is  re- 
sponsible for.  There  is  a  sizable  amount  of  debt  owed  the  Depart- 
ment, approximately  $3  billion.  The  bulk  of  that  money  is  owed  to 
Social  Security.  We  are  working  with  all  the  operating  divisions  in 
order  to  try  to  collect  that  debt.  Some  of  that  debt  is  not  delin- 
quent, let  me  be  clear  on  that.  The  amount  of  delinquent  debt  as 
we  compute  it  is  slightly  under  a  billion  dollars.  In  addition,  there 
is  current  debt  which  is  owed  to  the  Department;  that  is,  amounts 
owed  but  not  overdue,  for  example,  loans  from  students,  that  type 
of  thing.  The  delinquent  debt  is  the  area  we  are  going  after. 

We  also  are  moving  ahead  to  complete  the  development  of  the 
standard  accounting  system,  which  will  improve  our  ability  to 
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manage  the  Department's  finances.  Those  are  some  of  the  major 
things  we  are  doing  in  the  area  of  management  accomplishments. 

The  last  major  area  of  effort  in  my  office  in  the  year  that  I  have 
been  here,  slightly  less  than  a  year,  has  been  working  almost  on  a 
weekly  basis  on  the  various  new  or  modified  budgetary  issues 
which  continue  to  be  presented  to  us  in  terms  of  policy  develop- 
ment or  execution. 

POSITION  REDUCTIONS  REQUESTED 

Mr.  Conte.  Back  to  staffing,  your  General  Departmental  Man- 
agement, your  budget  calls  for  a  reduction  of  284  positions  in  GDM 
and  an  increase  in  appropriations  of  $17.9  million. 

Now  how  did  you  arrive  at  that  figure,  284  personnel  reduction, 
and  how  do  you  propose  to  achieve  those  reductions;  through  fur- 
lough, RIF,  attrition? 

Mr.  Sopper.  No,  sir.  We  do  not  plan  to  achieve  any  of  these  staff- 
ing reductions  by  a  reduction-in-force  in  fiscal  year  1983.  We  plan 
to  achieve  these  by  attrition  primarily  occurring  in  fiscal  year 
1982. 

Of  that  284  positions  we  are  proposing  to  be  eliminated,  80  of 
those  are  in  the  departmental  direction  area.  These  positions  are 
located  in  the  offices  of  planning  and  evaluation,  personnel  admin- 
istration and  field  management,  the  support  staff  in  the  regional 
directors'  offices. 

Then  in  departmental  operations,  we  are  proposing  a  reduction 
of  204  positions;  16  in  Facilities  Engineering,  106  in  Regional  Serv- 
ices, 24  in  Employees  Systems  Center,  and  58  in  Legal  Services. 

The  increase  that  we  have  been  talking  about  for  the  most  part 
is  to  cover  built-ins;  $7.1  million  is  to  cover  the  cost  of  lifting  the 
executive  pay  cap  and  the  October  1981  pay  raise  in  fiscal  1983.  As 
I  indicated  earlier,  we  do  not  have  before  the  committee  a  request 
for  the  pay  supplemental  for  fiscal  1982. 

$7.2  million  is  to  support  the  GSA  space  rental  increase,  and  $3.2 
million  is  for  other  items  such  as  postage  and  telephones.  The  bal- 
ance of  the  increases  of  $1.7  million  largely  offset  by  program  re- 
ductions, is  to  improve  or  convert  certain  functions  from  labor  in- 
tensive activities  to  capital  intensive  applications:  process  functions 
such  as  the  correspondence  tracking  system,  improvement  of  the 
personnel  and  payroll  system,  and  the  standard  accounting  system. 

OFFICE  OF  EQUAL  OPPORTUNITY 

Mr.  Conte.  Your  budget  also  includes  staffing  of  25  for  your 
office  and  equal  employment  opportunity  within  the  Department. 
Give  us  the  number  of  discrimination  complaints  filed  against  the 
Department  or  its  employees  each  year.  Can  you  do  that? 

Are  you  satisfied  with  your  operation  of  that  office,  the  resolu- 
tion of  complaints  by  that  office? 

Mr.  Sopper.  I  believe  you  are  talking  about  the  Equal  Opportuni- 
ty Office  at  the  department  level,  which  is  under  the  Assistant  Sec- 
retary for  Personnel  Administration. 

Mr.  Conte.  That  is  right. 

Mr.  Sopper.  The  Office  of  Equal  Opportunity  has  a  staff  of  25, 
responsible  for  the  following  activities:  EEO  Complaint  Resolution, 
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Affirmative  Action,  Federal  Women's  Program,  and  the  Handi- 
capped Employment  Program. 

In  fiscal  year  1982,  249  EEO  complaints  were  handled  by  OEO. 
Of  these,  90  were  judged  to  be  in  favor  of  the  complainant  and 
were  settled  before  final  findings  were  issued  and  155  formal  deci- 
sions were  made. 

I  think  this  office  is  staffed  appropriately  and  I  think  they  per- 
form their  workload  in  a  timely  and  equitable  manner. 

Mr.  Conte.  Mr.  Chairman,  I  have  some  additional  questions  that 
I  will  submit  for  the  record. 

Mr.  Sopper.  We  will  be  pleased  to  provide  answers. 

AUDIT  RESPONSIBILITY 

Mr.  Natcher.  Mr.  Early. 

Mr.  Early.  Are  you  responsible  for  the  audits? 

Mr.  Sopper.  No.  I  am  responsible  for  managing  the  Department's 
audit  resolution  process.  The  audits,  which  are  performed  by  HHS 
employees,  come  under  the  jurisdiction  of  the  Inspector  General. 

Mr.  Early.  The  Inspector  General  is  to  testify  next? 

Mr.  Sopper.  Yes. 

Mr.  Early.  I  have  no  further  questions. 

INDIRECT  COSTS:  INCENTIVES  TO  HOLD  DOWN  COSTS 

Mr.  Natcher.  Does  the  present  method  for  paying  indirect  costs 
provide  an  adequate  incentive  for  universities  to  hold  down  costs, 
in  your  judgment? 

Mr.  Kirschenmann.  I  think  there  is  an  incentive.  The  incentive 
comes  from  three  areas,  Mr.  Chairman. 

One  is  the  sense  of  a  competitive  fallout,  if  their  rates  get  too 
high. 

The  second  is  the  pressures  of  their  own  faculty,  if  the  rates 
become  out  of  hand. 

The  third  is  the  expertise,  if  you  will,  of  the  negotiating  staffs  in 
the  regions. 

Mr.  Natcher.  In  the  1983  budget  NIH,  as  you  know,  is  proposing 
to  pay  only  90  percent  of  the  indirect  costs  rather  than  100  percent. 
Do  you  agree  with  this  policy? 

Mr.  Sopper.  Well,  this  policy  is  one  which  NIH  arrived  at  in 
order  to  maintain  a  higher  level  of  new  and  competing  research 
grants  in  fiscal  year  1983. 

$70  million  is  the  Department's  estimated  savings  from  paying 
90  percent.  That  savings  will  allow  the  award  of  an  additional  300 
new  or  competing  grants  in  fiscal  year  1983.  Without  that  step,  the 
number  of  new  grants  available  in  fiscal  year  1983  would  go  from 
4100,  as  is  currently  projected,  down  to  3800. 

Mr.  Natcher.  Will  the  universities  be  seriously  hurt  by  this  re- 
duction? 

Mr.  Sopper.  This  is  a  three  percent  reduction. 

Mr.  Kirschenmann.  It  is  really  hard  to  say.  What  NIH  is  propos- 
ing is  a  10  percent  reduction  of  the  indirect  costs  that  they  are 
paying  out.  Since  indirect  costs  amount  to  30  percent  of  their  total 
grant  funds  for  research  grants,  you  are  talking,  as  Mr.  Sopper 
said,  about  a  3  percent  gross  reduction.  I  would  imagine  how  much 
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this  hurts  an  institution  depends  upon  its  own  financial  situation.  I 
would  think  that  most  institutions  could  absorb  that.  There  may  be 
some  that  could  not.  But  a  significant  fact  is  that  these  monies  will 
not  be  lost  to  the  universities  in  the  aggregate.  They  will  receive 
them  back  in  the  form  of  direct  costs. 

Mr.  Natcher.  We  have  received  a  number  of  letters;  in  fact,  we 
have  had  several  people  talk  with  us  and  with  members  of  the  sub- 
committee, about  this  10  percent  reduction. 

Mr.  Sopper,  these  people  are  very  concerned  about  it.  I  want  to 
call  that  to  your  attention. 

Mr.  Sopper.  I  appreciate  that,  Mr.  Chairman. 

OMB  CIRCULAR  A-21 

Mr.  Natcher.  Recovery  of  indirect  costs  by  institutions  of  higher 
education  is  based  on  OMB  Circular  A-21,  as  you  know.  Is  the  deci- 
sion to  pay  only  90  percent  consistent  with  Circular  A-21? 

Mr.  Sopper.  I  am  not  aware  that  this  decision  is  inconsistent 
with  that  circular,  Mr.  Chairman. 

Mr.  Natcher.  Mr.  Sopper,  you  had  better  take  a  look  at  this 
now. 

Mr.  Kirschenmann.  There  is  a  provision  in  the  circular,  Mr. 
Chairman,  which  states  that  it  is  not  expected,  I  think  that  is  the 
term  that  is  used,  that  federal  agencies  will  provide  any  kind  of  a 
limitation  on  any  element  of  cost,  including  indirect  costs.  To  that 
narrow  extent,  it  is  inconsistent.  But  in  that  same  paragraph  there 
is  also  some  language  which  essentially  says  that  the  extent  of 
funding  is  the  prerogative  of  the  agency.  We  think  the  use  of  the 
word  "expected"  instead  of  mandatory  language  like  *  'shall"  or 
"will"  is  deliberate  and  significant. 

Thus,  to  the  extent  that  the  National  Institutes  of  Health  is 
faced  with  the  situation  where  they  are  trying  to  maintain  the 
level  of  research,  and  quality  of  research  at  the  current  level,  in 
the  overall  picture  I  think  it  is  not  inconsistent;  it  is  perfectly  logi- 
cal. 

Mr.  Natcher.  Mr.  Stokes,  do  you  have  any  questions  on  the  De- 
partmental Management  Section? 
Mr.  Stokes.  Mr.  Chairman,  please  allow  me  just  a  second. 
Mr.  Natcher.  You  go  right  ahead.  Take  your  time. 

INCREASE  REQUESTED  FOR  FISCAL  YEAR  1983 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

You  are  requesting  an  increase  of  $17.9  million,  or  13.4  percent, 
for  General  Departmental  Management.  Can  you  tell  us  the  reason 
for  this  increase  when  a  number  of  programs  and  the  overall  scope 
of  the  Department  of  Health  and  Human  Services  is  being  re- 
duced? 

Mr.  Sopper.  The  $18  million  increase  that  we  are  requesting  is 
essentially  to  cover  the  cost  of  living,  built-in  increases  that  we 
have  in  this  account.  $7.1  million  will  cover  the  lifting  of  the  execu- 
tive pay  cap,  and  the  October  1981  pay  raise;  $7.2  million  will  sup- 
port the  GSA  space  rental  increase;  $3.2  million  is  necessary  to 
cover  the  other  inflationary  increases,  including  postage,  tele- 
phones, et  cetera.  Only  $1.7  million  is  being  requested  for  special 
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project  activities  to  improve  certain  processes;  correspondence 
tracking,  the  personnel  payroll  system,  payments  management 
system,  and  standard  accounting  system.  These  improvements  will 
permit  us  to  shift  our  method  of  operations  in  those  areas  from 
labor-intensive  operations  to  more  capital-intensive  operations. 

It  should  be  noted  that  there  is  a  decrease  of  284  positions,  7,4 
percent,  which  reflects  the  changes  in  departmental  operations 
which  you  reference  and  the  estimated  increased  efficiencies  we 
project  based  upon  the  low  cost  program  improvements. 

Mr.  Stokes.  Thank  you  very  much. 

I  yield  back  to  you,  Mr.  Chairman. 

Mr.  Natcher.  Mr.  Sopper,  we  want  to  thank  you  and  your  asso- 
ciates for  appearing  before  our  committee  at  this  time  in  behalf  of 
the  request  for  the  General  Departmental  Management  Section  of 
Health  and  Human  Services. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 


1096 


TRAVEL 


1  Mr.  Natcher.    For  the  record,  provide  a  breakdown  of  travel 

costs  in  1982  and  1983  by  the  various  offices  under  this  account. 


Mr.  Sopper.     The  travel  budget  for  General  Departmental 
Management  for  FY  1982  and  FY  1983  is  $2,952,000,  distributed  as 
follows:. 


FY 

1982 

FY 

1983 

$  168 

,000 

$  168 

,000 

28 

,000 

28 

,000 

62 

,000 

62 

,000 

25 

,000 

25 

,000 

354 

,000 

354 

,000 

Personnel  Administration. . . . 

381 

,000 

381 

,000 

Deputy  Under  Secretary  for 

Intergovernmental  Affairs.. 

1,630 

,000 

1,630 

,000 

304 

,000 

304 

,000 

$2,952 

,000 

$2,952 

,000 

CONFERENCES,  MEETINGS  AND  CONVENTION  TRAVEL 


2a/  Mr.  Natcher.    How  much  of  the  1982  travel  funds  in  this 

2b    account  will  be  used  for  conferences,  meetings  and  conventions? 
Provide  for  the  record  the  actual  figure  for  1981. 


Mr.  Sopper.     In  FY  1982  it  is  estimated  that  $78,000  will  be 
spent  on  conferences,  meetings  and  convention  travel  by  the 
General  Departmental  Management  (GDM)  appropriation.     In  FY  1981 
this  appropriation  spent  $144,106  on  travel  for  this  purpose. 


INTERNATIONAL  TRAVEL 


3a  Mr.  Natcher.    How  much  international  travel  is  financed  by 

this  account? 


Mr.  Sopper.     In  FY  1982  it  is  estimated  that  $14,000  will  be 
spent  by  the  GDM  appropriation  for  international  travel.     In  FY 
1981  GDM  spent  $13,210  on  international  travel. 


4  Mr.  Natcher.     How  do  you  control  international  travel? 


Mr.  Sopper.     The  Department  requires  that  each  Operating 
Division/Staff  Division  (OPDIV/STAFFDIV)  prepare  an  annual 
international  travel  plan.     Travel  included  in  the  plan  must  be 
reviewed  at  the  OPDIV/STAFFDIV  level  according  to  criteria  for 
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international  travel  spelled  out  in  Chapter  7  of  the  HHS  travel 
manual.     These  criteria  stress  evaluating  the  necessity  of  the 
travel  and  its  importance  to  HHS's  mission  and  objectives; 
relevance  to  the  employee's  job;  and  the  importance  of  limiting 
the  number  of  travellers  to  the  minimum.     Plans  are  then 
submitted  for  review  by  the  Immediate  Office  of  the  Secretary 
(IOS)  and  monitored  by  IOS  during  the  course  of  the  fiscal  year. 
In  addition,  every  proposed  international  trip  by  an  HHS  employee 
must  be  submitted  to  the  Immediate  Office  of  the  Secretary  for 
review  at  least  2  weeks  prior  to  planned  departure.  Furthermore, 
international  travel  by  SES-level  staff  and  their  PHS  Commissioned 
Corps  counterparts  must  be  specifically  reviewed  and  approved  by 
the  Department's  Chief  of  Staff.    Finally,  each  HHS  OPDIV/STAFFDIV 
is  required  to  submit  a  quarterly  report  showing  individual 
international  trips  and  travel  costs  for  the  preceeding  quarter. 

SENIOR  EXECUTIVE  SERVICE 

Mr.  Natcher.     For  the  record,  provide  the  following  with 
respect  to  Senior  Executive  Service  bonuses : 

(a)  The  number  of  people  eligible  for  the  bonuses. 

(b)  The  actual  amount  spent  on  bonuses  in  1981  and  the 
budgeted  amounts  for  1982  and  1983. 

(c)  The  number  of  bonuses  awarded  in  1981. 

(d)  The  average  amount  of  the  bonus. 

Mr.  Sopper.     In  FY  1981  the  Department  had  474  Senior 
Executives  eligible  for  bonuses.     The  actual  amount  spent  for 
bonuses  in  FY  1981  was  $557,000  and  the  estimated  budget  amount  for 
FY  1982  and  1983  is  $600,000.     In  FY  1981  94  bonuses  were  awarded. 
The  average  award  was  $5,925. 

AUDIT  RESOLUTION 


Mr.  Natcher.  How  many  unresolved  audits  do  you  have 
pending  within  the  entire  Department  at  the  present  time? 
How  much  money  is  involved  with  these  unresolved  audits? 

Mr.  Sopper.  The  Department  has  457  audit  reports  with 
questioned  costs  amounting  to  $103.2  million. 


Mr.  Natcher.  Which  agency  of  the  department  has  the 
most  unresolved  audits? 

Mr.  Sopper.  The  Office  of  Human  Development  Services 
(0HDS)  has  the  most  unresolved  audits  (203). 


Mr.  Natcher.  Do  you  anticipate  any  problems  in  cleaning 
up  these  unresolved  audits? 

Mr.  Sopper.    Because  of  our  policy  to  resolve  our  audit 
reports  within  six  months  of  issuance  and  our  monitoring  and 
reporting  system,  we  do  not  anticipate  any  problem  in 
resolving  these  outstanding  reports. 
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INDIRECT  COSTS 

Mr.  Natcher.  Is  the  present  method  for  setting  indirect 
cost  rates  equitable  to  both  the  Universities  and  the  Federal 
taxpayers? 

Mr,  Sopper.  The  present  method  for  setting  rates  is 
contained  in  0MB  Circular  A-21.    That  is  a  cost  accounting 
document  which  is  based  on  generally  accepted  cost  accounting 
principles  and  we  believe,  on  the  whole,  results  in  fair 
rates  to  both  the  universities  and  the  Government.    There  is, 
however,  some  disagreement  as  to  whether  certain  indirect 
cost  elements  in  that  computation,  specifically  departmental 
administration  expenses,  should  be  charged  to  federally 
sponsored  research.  There  are  arguments  both  for  and  against 
the  recognition  of  these  costs. 

Mr.  Natcher.  How  do  you  go  about  fixing  the  indirect 
cost  rate  for  a  given  University? 

Mr.  Sopper  .  Universities  are  responsible  for  preparing 
indirect  cost  proposals  reflecting  the  costs  of  their 
operations  and  that  portion  of  the  costs  which  are  applicable 
to  research.    These  proposals  are  submitted  to  our  regional 
cost  negotiators  for  review.    If  the  negotiator  can  determine 
the  fairness  of  a  rate  without  an  audit,  he/she  does  so.  If 
the  fairness  of  the  rate  can  not  be  established  by  a  review 
by  the  negotiator,  an  audit  is  requested.    Subsequently,  an 
agreement  is  reached  with  the  institution  on  the  rate  and  is 
formalized  by  a  rate  agreement.    The  rate  agreements  are 
distributed  to  all  Federal  personnel  who  have  a  need  for 
them. 

Mr.  Natcher.  How  often  does  the  rate  change? 

Mr.  Sopper.  Normally,  a  rate  will  change  every  year.  In 
certain  circumstances,  rates  may  be  negotiated  in  advance  for 
more  than  one  year. 

Mr.  Natcher.  How  many  HHS  employees  are  involved  in 
negotiating  indirect  cost  rates? 

Mr.  Sopper.  There  are  71  professional  employees  in  the 
Department's  regional  offices  responsible  for  negotiating 
indirect  cost  rates  and  other  special  rates,  such  as  fringe 
benefit  and  computer  rates,  with  grantees  and  contractors, 
and  cost  allocation  plans  with  State  and  local  governments. 
Approximately  25%  of  their  time  is  devoted  to  negotiations 
with  colleges  and  universities.    These  negotiations 
are  conducted  on  behalf  of  all  Federal  agencies  under  a 
"cognizant  agency"  system  established  by  0MB.  The 
negotiations  with  the  larger  schools  are  sometimes  supported 
by  extensive  audit  effort. 
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Mr.  Natcher.  How  much  merit  is  there  in  the  argument 
that  indirect  costs  have  risen  because  of  various  Federal 
regulations  which  have  been  imposed  on  Universities? 

Mr.  Sopper.  There  is  undoubtedly  some  increase  in  an 
institution's  cost  resulting  from  Federal  regulations.  But 
neither  the  institutions  nor  we  are  able  to  measure 
that  increase  with  any  degree  of  certainty.    We  believe  that 
most  of  the  increase  results  from  Federal  social  programs, 
e.g.,  occupational  safety  and  health,  affirmative  action, 
social  security,  etc. 

Mr.  Natcher.  Before  1966,  there  was  a  flat  limit  of  15% 
or  20%  on  indirect  costs.  This  limit  was  included  each  year 
in  the  language  of  the  Labor  HEW  appropriation  bill.  Should 
we  consider  returning  to  this  method? 

Mr.  Sopper.  Some  type  of  limit  on  indirect  cost 
reimbursement  is  an  option  that  could  be  considered.  This 
approach  would  control  indirect  costs  assessed  against 
Federal  programs  and  would  reduce  the  need  for  annual 
indirect  cost  negotiations.    On  the  other  hand,  a  limit  on 
indirect  cost  reimbursement  is  viewed  by  some  as  inequitable 
since  it  would  result  in  a  greater  cost  sharing  burden  to 
some  schools  than  to  others.    It  could  also  result  in 
attempts  to  circumvent  the  limit  by  shifting  costs  from 
indirect  to  direct.    Therefore,  if  it  were  used,  the 
Government  would  need  to  more  rigidly  define  direct  costs. 

Mr.  Natcher.  How  do  you  expect  the  Universities  to 
respond  to  the  90%  policy?    Will  they  actually  reduce  costs 
or  will  they  simply  have  to  charge  costs  to  their  educational 
program  rather  than  research? 

Mr.  Sopper.  We  expect  that  the  universities  will  express 
some  concern.    We  have  no  way  to  know  whether  or  not  the 
proposed  policy  will  actually  reduce  costs  at  the 
universities.    The  policy  should,  however,  reduce  the  amount 
of  indirect  costs  paid  by  the  Department.       We  think  it  is 
important  to  note  that  institutions  in  the  aggregate  will  not 
suffer  a  reduction  in  the  amount  of  research  funds  they 
receive  from  the  Department  because  of  this  limitation. 
Rather,  there  will  be  a  change  in  mix  and  institutions  will 
receive  a  greater  proportion  of  funds  for  their  direct  costs. 

Mr.  Natcher.  Is  it  likely  that  Universities  will  change 
their  cost  accounting  system  so  as  to  charge  more  expenses  to 
direct  costs? 

Mr.  Sopper.  It  is  possible,  but  we  believe  that  the  10% 
reduction  is  not  significant  enough  to  cause  a  material 
change  in  current  university  practices. 

Mr.  Natcher.  Is  HHS  the  only  Federal  agency  which  has 
adopted  the  90%  policy?    What  is  the  policy  of  the  National 
Science  Foundation? 
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Mr.  Sopper.  To  our  knowledge,  HHS  is  the  only  Department 
which  plans  to  adopt  the  90%  policy.    However,  we  think  it  is 
important  to  recognize  that  HHS  is  the  only  Department  which 
in  the  past  has  assured  universities  of  their  full  indirect 
cost  recoveries.    Other  agencies  impose  a  ceiling  on  the 
total  costs  of  their  grants,  and  if  an  increase  in  an 
institution's  indirect  cost  rate  results  in  the  school's 
exceeding  that  ceiling,  it  receives  no  additional 
reimbursement.  The  National  Science  Foundation  follows  that 
policy. 

Mr.  Natcher.  Please  provide  for  the  record  a  list  of  the 
20  educational  institutions  receiving  the  largest  indirect 
cost  payments  in  1981,  showing  the  amount  received  and  the 
indirect  cost  rate  for  each. 


Mr.  Sopper. 


20  Educational  Institutions  Receiving  the  Largest 
Indirect  Cost  Payments  from  NIH  -  1981 


Indirect  1981  1981 

Cost  Rate  Rate 

Payment  TDC  (D  S  &  W  (2) 

(Millions)  %  % 


Harvard  Univ. 

23.9 

49.0 

Univ.  of  Pennsylvania 

18.6 

65.0 

Columbia  University 

17.6 

67.6 

Yeshiva  Univ. 

17.4 

86.0 

Johns  Hopkins  Univ. 

17.2 

54.0 

Yale  Univ. 

16.7 

55.0 

Stanford  Univ. 

15.4 

58.0 

Wash.  Univ. of  St.  Louis 

13.4 

55.0 

Univ. of  Michigan 

12.8 

58.0 

Univ.  of  Calif,  (at  S.F.) 

11.2 

31.0 

Univ.  of  Wisconsin 

11.2 

43.0 

Univ.  of  Calif,  (at  L.A.) 

10.6 

31.0 

Univ.  of  Chicago 

10.5 

57.0 

Duke  Univ. 

10.4 

50.0 

Univ.  of  Washington 

10.2 

34.0 

Cornell  Univ. 

9.2 

55.0 

Univ.  of  Minnesota 

9.0 

36.0 

New  York  Univ. 

8.2 

49.5 

Mass.  Inst,  of  Tech. 

8.1 

Rochester  Univ. 

8.0 

50.0 

(1)  The  rate  base  is  Total  Direct  Costs  excluding  certain 
items  (e.g.,  equipment  costing  more  than  $500). 

(2)  The  rate  base  is  Direct  Salaries  and  Wages  and  fringe 
benefits. 
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Mr.  Natcher.  Please  insert  in  the  record  a  table  showing 
the  amount  paid  for  research  grants  to  colleges  and 
universities  from  1966  to  1981  for  direct  and  indirect  costs. 

Mr.  Sopper. 

Amounts  Paid  Under  NIH  Research  Grants  To  Colleges  and 
Universities 
(In  Millions) 


Year  Total  Direct 

Costs  Costs 

1966  333  282 

1967  379  315 

1968  400  325 

1969  402  319 

1970  386  301 

1971  452  349 

1972  552  421 

1973  580  436 

1974  736  547 

1975  805  598 

1976  897  656 

1977  1,002  730 

1978  1,159  839 

1979  1,403  1,008 

1980  1,547  1,098 

1981  1,680  1,182 

TOTAL  12,713  9,406 


Indirect 

Percentage 

Costs 

of 

Ind  irect 

To  Total 

51 

15.3% 

64 

16.9 

75 

18.8 

83 

20.6 

85 

22.0 

103 

22.8 

131 

23.7 

144 

24.8 

189 

25.7 

207 

25.7 

241 

26.9 

272 

27.1 

320 

27.6 

395 

28.2 

449 

29.0 

498 

29.6 

3,307 

26.0$ 

Mr.  Natcher.  Please  give  some  examples  of  how  much  a 
major  university  would  stand  to  lose  because  of  the  reduction 
in  indirect  cost  payments. 

Mr.  Sopper.  As  noted  in  our  answer  to  a  previous 
question,  the  aggregate  reductions  in  indirect  cost  payments 
would  be  compensated  for  by  an  increase  in  the  direct  cost 
payments.    We  believe  large  universities  would  see  little  if 
any  reduction  in  their  overall  funding. 
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OVERDUE  DEBT 

Mr.  Natcher.    What  is  the  amount  of  overdue  debts  owed  to  the 
Department  at  the  present  time? 

Mr.  Sopper.    We  have  firm  figures  as  of  September  30,  1981.  At 
that  time  the  delinquent  debt,  over  thirty  (30)  days  old,  was  $999.0 
million.    This  represents  about  one- third  of  the  Department's  total 
debt. 

Mr.  Natcher.    In  which  programs  do  most  of  the  overdue  debts 
occur? 

Mr.  Sopper.    These  overdue  debts  are  largely  made  up  of  over- 
payments to  beneficiaries  under  entitlement  programs  in  the  Social 
Security  Administration  and  loans  receivable  under  various  Public 
Health  Service  programs.    The  following  table  breaks  out  delinquent 
debt,  over  thirty  (30)  days  old,  by  major  program  as  of  September  30, 
1981  ( in  millions) : 


Old  Age  Survivors  Insurance 

$  132 

Disability  Insurance 

133 

Black  Lung 

4 

Supplemental  Security  Income 

621 

Health  Student  Assistance  and  Support 

Programs 

5 

Health  Medical  and  Teaching  Facilities 

Programs 

5 

PHS  Hospitals/St.  Elizabeths  Hospital 

52 

Audit  Disallowances  (under  active 

collection) 

32 

All  Other 

15 

$  999 

Mr.  Natcher.    What  are  some  of  the  steps  you  are  taking  to 
collect  these  overdue  debts? 

Mr.  Sopper.    The  Department  has  debt  collection  action  plans 
for  each  of  its  Operating  Divisions.    These  plans  contain  specific 
action  steps  accompanied  by  dates  each  action  is  targeted  for  comple- 
tion.   The  most  significant  actions  (including  seme  completed)  in 
these  plans  include  the  following: 

o    Reassess  Departmental  policy  on  charging  interest 
and  develop  policy  on  charging  a  late  payment 
penalty  to  delinquent  debtors. 

o   Develop  improved  accounts  receivable  systems  for 
billing,  collecting,  aging  and  charging  interest. 

o    Develop  Departmental  policy  for  use  of  collection 
agencies . 

o    Develop  and  issue  due  process  regulations  estab- 
lishing formal  timetable  and  procedures  for 
recovery  of  overdraws  by,  and  overpayments  to, 
program  grantees. 


1103 


o    Tighten  and  publish  new  SSA  waiver  regulations. 

o  Reviewed  all  overpayment  records  in  SSA  to  elim- 
inate errors. 

o    Established  pilot  debt  collection  centers  in  SSA 
processing  centers  and  field  offices  and  conducted 
an  internal  training  program  for  employees  to 
collect  debt. 

o    Developed  new  manual  overpayment  notices  in  SSA 
emphasizing  collection,  collection  by  full  refund, 
adjustment  of  the  full  current  benefit  and  the 
possibility  of  cross  program  adjustment. 

o    Make  a  preliminary  analysis  of  Title  II  and 
Title  XVI  backlogged  debt  in  SSA  to  determine 
the  characteristics  of  the  debt.     Award  a  con- 
tract to  obtain  information  as  to  the  reasonable- 
ness of  the  debt  and  methods  of  collection. 

o    Develop  a  complete  plan  for  resolving  SSA  delin- 
quent debt  -  targeted  for  September  30,  1982. 
SSA  will  then  implement  a  work  plan  for  resolving 
its  delinquent  debt. 

o  Established  Regional  and  program  center  collec- 
tion goals  in  SSA. 

o    Use  lock  boxes  to  expedite  transmission  of 
collections  in  SSA. 

o  Implement  debt  collection  requirements  contained 
in  the  Omnibus  Budget  Reconciliation  Act  of  1981 
for  AFDC  program.  Act  requires  100%  recovery  of 
overpayments. 

o    Establish  SSA  debt  working  file  to  facilitate 

selection  of  cases  and  provide  basis  for  developing 
automated  debt  profiles  to  facilitate  collection. 

o  Improve  approach  to  assist  financially  troubled 
hospitals  identified  through  PHS'  early  warning 
system. 

o    Reduce  amount  of  waivers  in  National  Health 
Service  Corp  (NHSC)  site  debt. 

o    Automate  information  system  for  NHSC  program  to 
record  changes  in  recipient's  status  and  provide 
prompt  and  accurate  billings  and  collections. 

o    Increase  monitoring  efforts  in  PHS  through  on- 
site  visits  to  schools. 


93-481    0—82  70 
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o    Require  educational  institutions  to  set  up 
monthly  repayment  schedules  with  borrowers  to 
reduce  PHS  delinquent  loans. 

o  Improve  delinquency  rate  in  Health  Professions 
Student  Loan  and  Nursing  Student  Loan  programs. 

o  Make  effort  to  collect  overdue  debt,  including 
accrued  interest,  owed  St.  Elizabeths  Hospital 
by  the  D.  C.  Government. 


Mr.  Natcher:     Please  give  us  a  list,  by  program,  of  any  funds 
appropriated  for  the  Department  which  are  currently  being  held  in 
reserve,  or  if  not  in  reserve,  are  being  withheld  from  obligation. 

Mr.  Sopper:    We  currently  have  reserves  in  three  appropriations. 
All  of  which  are  no-year  appropriation  accounts.     The  funds  have 
been  reserved  for  program  reasons.     Two  are  construction  accounts 
and  one  is  foreign  currency  account.     These  are  as  follows: 


RESERVE  FUNDS 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
DEFERRALS 


Organization/ 
Appropriation 


Budget  Authority 
(In  Thousands  of 
Dollars) 


Alcohol,  Drug  Abuse  and  Mental 

Health  Administration: 

Construction  and  Renovation, 
Saint  Elizabeths  Hospital... 


$  11,500 


Office  of  the  Assistant 


Secretary  for  Health: 
Scientific  Activities 
Overseas  (Special  Foreign 
Currency)  


7,000 


Social  Security  Administration: 
Limitation  on  Administrative 
Expenses  


9,600 
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DELAY-OF-DRAWDOWN  PROCEDURE 


Mr.  Conte.    A  number  of  states  are  complaining  about  HHS 
implementing  a  new  delay- of- drawdown  procedure.     Some  states  are 
concerned  that  the  new  procedure  will  require  them  to  violate 
their  own  state  laws.     Can  you  explain  this  situation?    Why  are 
the  states  complaining? 

Mr.  Sopper.     HHS  began  implementation  of  the  delay-of-drawdown 
procedure  two  years  ago  for  the  public  assistance  programs.  This 
initiative  was  taken  to  control  the  pace  of  federal  spending, 
under  a  basic  principle  of  introducing  sound  cash  management  in 
controlling  federal  disbursements,  without  penalty  to  the  public 
assistance  programs  in  the  states.     Good  cash  management  requires 
that  Treasury  retain  the  federal  funds  until  needed  for  program 
purposes.     Equity  dictates  that  we  work  toward  cash  management 
policies  that  are  evenhanded,  with  neither  the  states  nor  the 
federal  government  benefitting  from  the  "float"  in  federal  cash. 

We  believe  that  the  delay-of-drawdown  procedure  is  well 
suited  to  meeting  these  objectives.     We  adopted  this  procedure  as 
a  compromise  when  the  states  had  great  difficulty  in  accommodating 
a  "checks-paid"  method  which  we  first  proposed  in  1979.  Under 
that  approach,  Treasury  would  transfer  cash  to  a  state's  commercial 
bank  account  based  on  the  actual  federal  share  included  in  the 
state's  warrants  or  checks  presented  to  the  bank  for  payment  each 
day.     On  the  other  hand,  the  delay-of-drawdown  method  provides  for 
payment  of  the  estimated  federal  share  included  in  the  state's 
warrants.    Under  this  procedure,  we  guarantee  that  federal  cash  will 
be  provided  to  each  state's  commercial  bank  when  needed  to  pay 
checks  which  have  been  issued  under  grant  awards  by  HHS.  This 
procedure  insures  that  states  are  not  financially  penalized. 

The  plan,  in  1979,  called  for  converting  the  ten  largest 
recipient  States  in  fiscal  year  1980;  the  next  twenty  largest 
recipient  states  in  fiscal  year  1981;  and  the  remaining  twenty 
recipient  states  in  fiscal  year  1982.    We  have  successfully 
implemented  the  delay-of-drawdown  procedure  in  seventeen  states  as 
of  February  28,  1982,  and  we  will  be  working  with  all  remaining 
states  this  year  to  continue  the  implementation. 

In  recognition  that  some  states  are  having  transitional 
problems  with  the  new  procedure,  Secretary  Schweiker  has  expressed 
to  each  Governor  a  willingness  to  provide  time  in  making  the 
necessary  adjustments. 

We  believe  that  the  reason  the  states  are  complaining  is  due 
to  lost  opportunity  to  earn  interest  on  the  investment  of  federal 
cash  rather  than  alleged  violation  of  state  laws. 
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CONSULTANT  SERVICES 

Mr.  Conte.     Your  budget  includes  $9.1  million  for  consultant 
services.     Give  the  Committee  an  idea  of  the  kinds  of  services 
that  fall  under  this  account  and  why  they  cannot  be  handled 
in-house. 

Mr.  Sopper.     According  to  the  General  Administration  Manual 
Chapter  8-15;  consultant  services  include  those  services  which 
supply  direct  assistance,  as  well  as  advice  to  the  Department. 

Consultant  services  are  those  services  intended  to  assist, 
advise  or  render  an  opinion;  the  services  are  performed  by 
individuals,  firms  or  institutions  which  have  exceptional 
qualifications  of  skill,  experience,  or  education.     The  services 
have  as  their  purpose  the  improvement  in  our  evaluation  of 
effectiveness,  efficiency,  or  economy  of  organizations, 
management,  systems,  processes,  programs,  or  program  operations. 

Consultant  services  are  needed  to  provide  otherwise 
unavailable  expertise  on  a  time  limited  basis.     In  FY  1983, 
General  Departmental  Management  is  requesting  $930,000  in  budget 
authority  combined  with  $8.2  million  in  funds  to  be  reimbursed  to 
General  Departmental  Management  from  the  operating  programs  for 
services  rendered.     The  total  obligational  authority  of  $9.1 
million  will  purchase  expertise  for  the  following  projects: 

o    Development  of  Standard  Accounting  System/Management  Accounting 
Network.     ($584,000  in  appropriated  funds) 

o    Contracts  to  obtain  expertise  in  such  areas  as  health  and 
social  services  programs,  and  aspects  of  departmental 
communications  and  the  HHS  personnel/payroll  system. 
($346,000  in  appropriated  funds) 

o    Evaluations  of  HHS  programs  under  the  Department's  several 
statutory  evaluation  set-aside  authorities.  ($7,800,000) 

o    Training  programs  for  HHS  personnel  including  the  SES 

candidate  development  program,  grant  and  contract  personnel, 
and  procurement  and  property  management  personnel.  ($402,000) 

General  Departmental  Management  is  requesting 
an  increase  of  $203,000  or  2.3%  over  the 
FY  1982  level  as  illustrated  in  the  table  below: 


Obligations  Obligations   Change  

Resources:  FY  1982  FY  1983  Amt.  % 


Appropriated  funds  $     540,000    $    930,000    +$390,000  +72.0 

Reimbursable  funds   8,389,000      8,202,000      -187,000  -2.2 

Total  $8,929,000    $9,132,000    +$203,000  +2.3 
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STAFFING  REDUCTIONS 


Mr.  Porter.     You  are  seeking  to  reduce  staffing  by  80 
positions  in  direction  levels  and  204  positions  in  operational 
staff.     At  a  time  when  increased  emphasis  is  on  debt  collection 
management  and  in  controlling  waste  and  fraud,  is  there  enough 
flexibility  in  staffing  to  make  these  planned  reductions 
without  harmful  programmatic  effects? 

Mr.  Sopper.     The  departmental  direction  staff  decrease 
of  80  positions  reflects  both  the  changing  relationship  the 
Department  has  with  State,  local  and  other  recipients  of 
resources  combined  with  planned  conversion  of  staff  from 
workloads  of  lesser  importance  to  initiatives  critical  to  the 
Administration,  i.e.,  creating  broadened  and  more  effective 
block  grant  programs,  reducing  fraud  and  waste  in  HHS  programs, 
and  improving  debt  management  collection.     The  departmental 
operations  staff  decrease  of  204  positions  reflects  reduced 
levels  of  support  activities  required  by  OHDS,  PHS,  and  HCFA 
principally  in  the  regional  offices.     Increased  operating 
efficiencies  due  partially  to  introduction  and  improvement  of 
automated  data  processing  applications  will  make  these  staff 
reductions  possible  without  harmful  programmatic  effects. 


PREVENTION  INFORMATION  AND  EDUCATION 

Mr.  Porter.    You  have  46  people  for  Public  Affairs  activities 
at  the  Department.    Will  those  people  be  employed  at  promoting  and 
distributing  information  and  educational  materials  related  to 
"Wellness,"  Disease  prevention,  Nutrition  and  Health  literacy? 
If  not,  how  will  the  Department  conduct  these  educational 
activities  this  year,  at  the  Secretary/Under  Secretary  level? 

Mr.  Sopper.     Health  promotion  and  disease  prevention  are  at 
the  top  of  the  Secretary* s  health  agenda,  and  that  priority  is 
furthered  by  Department  public  affairs  management  and  information 
dissemination  activities.    A  substantial  number  of  Public  Affairs 
staff  in  the  Office  of  the  Secretary  are  involved  in  planning, 
developing  and  disseminating  information  and  educational  materials 
related  to  preventive  health  care.     This  staff  will  develop  and 
monitor  an  information  and  education  program  on  health  promotion 
to  raise  public  awareness  of  the  importance  of  basic  health 
practices.     It  will  also  be  producing  and  reviewing  informational 
materials  such  as  speeches,  articles  and  fact  sheets  which  will 
explain  and  encourage  nutrition  and  good  health  practices. 

In  addition,  the  Office  of  Assistant  Secretary  for  Public 
Affairs  has  begun  a  program  to  enhance  and  coordinate  ongoing 
preventive  efforts  throughout  the  Department.     As  part  of  this 
effort,  Public  Affairs  will  identify  duplicative  materials  as  well 
as  gaps  where  additional  information  is  needed,  and  examine  existing 
efforts  with  the  private  sector  for  ways  to  expand  prevention 
information  and  education. 
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PLANNING  AND  EVALUATION  FY  1983  REQUEST 

Mr.  Porter.     In  planning  and  evaluation  you  request  more 
money,  $6,066,000  for  less  positions,  down  from  126  to  112.  Why 
the  decrease  here  and  what  work  assignments  will  this  section  be 
expected  to  perform  in  FY  1983? 


Mr.  Sopper.     The  total  FY  1983  request  for  the  Office  of  the 
Assistant  Secretary  for  Planning  and  Evaluation  is  $6,066,000  and 
112  positions.     This  amount  includes  a  decrease  of  14  positions 
from  FY  1982  which  is  offset  by  built-in  cost-of-living  increases 
for  a  net  increase  of  $476,000  above  the  FY  1982  amount. 


The  position  reduction  was  made  in  line  with  the  Administra- 
tion's initiative  to  reduce  staffing  in  the  Federal  government 
and  to  perform  only  those  high  priority  new  and  continuing  work- 
loads essential  to  the  implementation  of  the  Administration's 
program. 

The  FY  1983  budget  request  for  the  Office  of  the  Assistant 
Secretary  for  Planning  and  Evaluation  will  continue  on-going 
policy  planning  and  program  evaluation  activities  and  will 
permit  continuing  development  of  policy  options  for  Secretarial 
consideration  which  includes:     development  of  major  legislative 
initiatives,  minor  reforms,  technical  amendments  and  reauthori- 
zations; regulatory  analyses  to  identify  the  costs  of  regulations 
and  suggest  alternative,  lower  cost  approaches  to  the  regulatory 
process;  and  analysis  of  alternative  administrative  service 
delivery  and  finance  approaches  to  achieve  greater  effectiveness 
and  efficiencies  in  departmental  programs. 


LEGISLATION  POSITIONS 


Mr.  Porter.     The  Department  has  a  great  deal  of  important 
legislative  change  legislation  coming  up  here  to  the  Hill  in  this 
year  and  for  FY  1983.     Can  you  tell  us  how  you  are  proceeding 
here,  whether  you've  adequate  personnel  for  these  tasks,  and 
what  unexpected  delays  you  are  experiencing? 

Mr.   Sopper.     All  of  the  Department's  appropriations  and 
authorizing  legislation  has  been  drafted  and  is  under  review  by 
the  Office  of  Management  and  Budget.     This  includes  legislation 
which  affects  the  operations  of  other  Federal  departments,  i.e., 
the  Maternal  and  Child  Health  and  WIC  Block  Grant.     Current  depart- 
mental personnel  resources  are  adequate  to  meet  workload  require- 
ments.    We  anticipate  no  major  problems  or  delays,  and  hope  to 
submit  all  legislative  proposals  shortly  to  ensure  timely  consid- 
eration by  the  Congress. 
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Office  of  Inspector  General  (OIG)  Overview 

Mr.  Natcher.  We  take  up  next  the  Office  of  Inspector  General, 
Mr.  Richard  B.  Kusserow  is  the  principal  witness. 

It  is  a  pleasure  to  have  you  before  the  committee.  Before  we  take 
your  statement,  who  do  you  have  with  you? 

Mr.  Kusserow.  With  me  is  Bryan  Mitchell,  Acting  Deputy  In- 
spector General,  who  is  familiar  to  the  committee  from  previous 
years. 

Mr.  Natcher.  Mr.  Mitchell,  it  is  a  pleasure  to  have  you  with  us. 

Mr.  Kusserow.  Mr.  Itteilag  and  Mr.  Barnes  will  continue  on  for 
questions  which  pertain  to  management  and  budget. 

Mr.  Natcher.  We  are  glad  to  have  all  of  you  before  the  commit- 
tee. 

We  will  insert  your  statement  in  the  record  in  its  entirety.  If  you 
want  to  highlight  it,  we  will  be  pleased  to  hear  from  you. 

Mr.  Kusserow.  In  the  interest  of  time,  why  don't  we  let  the 
statement  stand  and  that  gives  me  more  of  an  opportunity  to 
answer  your  questions. 

[Statement  of  Mr.  Kusserow  follows:] 
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RICHARD  P.  KUSSEROW 

Inspector  General 
Department  of  Health  and  Human  Services 

Richard  P.  Kusserow  was  sworrt  in  as  inspector  general  of  the  Department  of  Health  and 
Human  Services  June  10, 1981.  He  was  nominated  by  President  Reagan  April  28, 1981,  and 
confirmed  by  the  Senate  June  1,  1981. 

Prior  to  becoming  inspector  general,  Kusserow  was  for  13  years  a  special  agent  of  the 
Federal  Bureau  of  Investigation  where  he  specialized  in  white-collar  crime  inquiries,  much 
of  this  time  in  a  supervisory  role.  He  has  authored  several  FBI  articles  on  the  investigation 
of  government  fraud  and  corruption. 

As  inspector  general,  Kusserow  has  a  two-fold  mission:  To  prevent  and  detect  fraud  and 
abuse  in  HHS  programs  and  to  promote  economy  and  efficiency  in  the  department's 
operations.  His  responsibilities  include  conducting  audits  and  investigations,  and  other 
studies  relating  to  HHS  programs. 

Kusserow  was  born  in  San  Jose,  Calif.,  Dec.  9, 1940,  and  lived  there  until  moving  to  San 
Gabriel,  Calif.,  in  1955.  He  graduated  from  UCLA  with  a  bachelor's  degree  in  political 
science  in  1963  and  received  his  master's  in  government  from  California  State  University 
at  Los  Angeles  in  1964.  He  has  done  additional  postgraduate  work  at  Southern  Methodist 
University  School  of  Law  and  John  Marshall  School  of  Law  in  Chicago. 

During  1965-1967,  Kusserow  served  in  the  U.S.  Marine  Corps  from  which  he  was 
discharged  as  a  captain.  He  was  an  intelligence  officer  with  the  Central  Intelligence 
Agency  between  1967-1968. 

Kusserow  joined  the  FBI  in  1969  and  worked  first  in  the  Pittsburgh  division.  He  was 
transferred  to  Chicago  in  1970  and  worked  four  years  in  the  white-collar  crime  squad, 
specializing  in  bank  fraud  investigations  as  well  as  fraud  against  the  government,  bribery 
and  public  corruption  cases.  Subsequently,  he  headed  a  number  of  governmental  fraud  in- 
vestigations, utilizing  a  variety  of  innovative  techniques.  His  work  helped  lead  to  the 
development  of  a  permanent  governmental  anti-fraud  program  in  the  Chicago  division. 

During  the  last  three  years  in  his  FBI  service,  Kusserow  was  coordinating  supervisor  of 
the  Chicago  Organized  Crime  Program,  overseeing  eight  squads  of  agents.  Part  of  that 
responsibility  was  the  development  and  management  of  the  Labor  Racketeering  and 
Public  Corruption  Programs.  As  an  authority  on  governmental  fraud  investigations,  he  has 
participated  in  training  programs  throughout  the  country  for  the  FBI  and  has  been  a  fre- 
quent lecturer  at  the  FBI's  National  Academy. 

Kusserow's  wife,  Mary,  was  a  social  worker  with  the  developmental^  disabled  in  Aurora, 
III.  They  have  a  daughter,  Carrie,  age  4. 


June  10,  1981 
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OPENING  STATEMENT 


MR.  CHAIRMAN  AND  MEMBERS  OF  THE  COMMITTEE: 

I  am  pleased  to  appear  before  you  today  for  the  first  time  to 
discuss  the  President's  FY  1983  budget  proposals  for  the  Office  of 
Inspector  General.  This  budget  totals  $72,240,000,  an  increase  of 
$3,329,000  above  the  FY  1982  level.  This  level  of  funding  will 
support  1,026  full-time  permanent  positions,  the  same  number  as  FY 
1982,  40  staff  years  of  effort  from  other  than  full-time  permanent 
employees,  and  80  staff  years  of  non-Federal  contract  auditors. 

In  addition  to  $72,240,000  in  budget  authority,  we  are  also 
requesting  a  transfer  of  $6,000,000  from  the  Social  Security  and 
Health  Insurance  trust  funds  to  cover  costs  of  services  provided  by 
0IG  on  behalf  of  benefit  programs  financed  by  the  trust  funds. 
Thus,  the  total  obligational  level  of  the  FY  1983  budget  is 
$78,240,000. 

One  significant  change  in  this  year's  budget  presentation,  per- 
taining to  the  funding  of  State  Medicaid  Fraud  Control  Units,  is 
that  we  have  eliminated  the  request  for  last  quarter  borrowing 
authority  and  substituted  a  request  for  $10  million  in  advance 
appropriations.    This  change  conforms  to  government-wide  practice 
and  will  make  funding  of  SMFCU  consistent  with  funding  of  the 
Medicaid  and  Assistance  Payments  accounts. 

During  almost  five  years  of  operations,  the  Office  of  Inspector 
General  has  enjoyed  the  strong  support  of  your  committee.    As  a 
result,  the  office  has  made  substantial  contributions  to  the 
Department's  progress  in  reducing  fraud,  abuse  and  waste  in  programs 
administered  by  the  Department  of  Health  and  Human  Services.  The 
budget  document  before  you  indicates  the  new  direction  and  priority 
of  the  OIG;  direction  and  emphasis  which  are  the  healthy  offspring 
of  those  earlier  accomplishments  and  yet  ensuring  that  OIG  priori- 
ties are  current  with  in-place  program  and  management  needs. 

I  was  appointed  as  the  Inspector  General  for  the  Department  of  HHS 
on  June  10,  1981.     Since  that  time  I  spent  as  much  time  as  possible 
studying  the  organization,  its  mission,  priorities,  and  strengths 
and  weaknesses.    This  analysis  of  the  past  and  observation  of  the 
current  operations  I  believe,  allowed  me  a  clear  perspective  of  what 
needed  to  be  done. 

In  the  past,  each  of  the  operating  components  of  the  Office  of 
Inspector  General  had  individual  work  planning  processes. 

It  quickly  became  clear  to  me  that  what  was  needed  was  not  three 
separate  plans  but  one  overall  coordinated  plan.    This  year  marks 
the  first  time  that  these  individual  planning  processes  have  been 
integrated  into  a  comprehensive  OIG  plan.    This  is  the  first  step  in 
developing  a  long-range  (multi-year)  plan. 

The  purpose  of  this  plan  is  to  describe  the  goals  and  policy 
directions  we  wish  to  take.     It  also  provides  some  general  strategy 
to  achieve  the  objectives. 
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In  many  ways  our  efforts  for  1982  and  1983  reflect  different 
assumptions  from  the  past  and  as  a  result,  require  shifts  in 
priorities  for  the  future.    We  believe  these  shifts  not  only  will 
bring  greater  savings  to  the  Department  but  can  be  accomplished  with 
existing  resources  being  directed  to  more  appropriate  tasks. 

One  of  the  OIG's  principal  roles  is  to  act  as  an  "Agent  for  Change" 
within  the  Department  of  Health  and  Human  Services.  Previously 
there  had  been  a  heavy  accent  on  focusing  on  financial  findings  and 
criminal  prosecutions  as  the  determinant  of  success.    We  are  now 
directing  much  of  our  efforts  to  identify  the  processes  which  give 
rise  to  opportunities  for  fraud,  waste  and  abuse  in  our  programs. 
What  I  want  to  do  is  somewhat  analogous  to  a  physician  who  avoids 
treating  the  symptom,  but  instead  uses  the  symptom  to  identify  the 
disease.    Thus  with  our  new  efforts  we  hope  to  provide  management 
with  information  through  which  the  programs  can  be  made  more 
efficient  or  cost  effective.    Therefore,  more  management  efficiency 
and  accomplishment  audits  and  reviews  will  be  performed.    This  will 
enable  those  funds  that  have  been  lost  to  fraud,  abuse  and  waste  to 
reach  the  recipients  for  whom  they  were  intended. 

Past  efforts  by  our  auditors  were  guided  by  OMB  requirements  that 
they  act  as  the  cognizant  agency  for  the  entire  Federal  Government 
in  reviewing  over  5,000  university  and  non-profit  agencies,  and  for 
State  and  local  cost  allocation  plans.     They  also  were  mandated  to 
respond  to  Federal  procurement  regulations  by  conducting  numerous 
contract  close-out  audits.     The  result  was  that  substantial  audit 
effort  was  devoted  to  reviews  of  formula  and  project  grants; 
university  audits,  and  contract  closing  —  e.g.  20  percent  of  audit 
staff  years  in  FY  1981  were  devoted  to  university  audits.  Insuffi- 
cient effort  was  devoted  to  the  largest  Federal  responsibilities 
within  the  Department:     Social  Security  ($192  billion),  Medicare 
($55  billion)  and  Medicaid  ($17  billion).    Our  1982  -  1983  workplan 
reflects  a  redirection  of  audit  effort  in  response  to  new  OMB 
initiatives  which  now  require  that  single  audits  be  conducted, 
preferably  by  non-Federal  auditors.     Furthermore,  OMB  is  requiring 
significantly  greater  attention  to  internal  controls  within  programs 
and  within  the  Department. 

Significant  changes  will  also  be  reflected  in  our  investigative 
efforts.    Although  we  will  continue  to  place  heavy  emphasis  on 
criminal  fraud  activities  we  will  also  place  more  emphasis  on 
non-criminal  sanctions  such  as  civil  fraud  prosecution,  and  in 
administrative  and  debarment  sanctions. 

In  addition,  we  will  make  greater  efforts  to  distill  the  findings  of 
past  reviews  in  a  manner  which  will  make  them  more  relevant  to 
future  regulatory,  policy  and  operational  decisions  within  the 
Department.    Greater  emphasis  will  be  placed  on  broad  remedy  reports 
which  bring  together  the  findings  from  many  audits,  reviews  or 
investigations . 

Beyond  the  efficiency  to  be  gained  by  restructuring  the  organization 
we  believe  more  effective  use  of  our  staff  can  be  achieved  by  in- 
creasing cooperative  ventures  with  other  Inspectors  General  and  with 
the  President's  Council  on  Integrity  and  Efficiency.     Similarly  we 
expect  to  achieve  greater  coordination  and  effectiveness  in  working 
with  the  Department  of  Justice,  the  Federal  Bureau  of  Investiga- 
tions, the  Secret  Service  and  other  investigative  agencies. 
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The  new  directions  and  priorities  just  described  require  an  altered 
organizational  structure  to  obtain  maximum  effectiveness.    Thus  we 
have  begun  taking  the  steps  necessary  to  implement  an  OIG 
reorganization  plan. 

There  are  several  objectives  we  hope  to  achieve  by  the  proposed 
reorganization.    Among  the  more  significant  objectives  are: 

o    To  provide  a  greater  deterrent  by  increasing  substantially 
OIG's  efforts  in  the  areas  of  civil  fraud  and  other 
non-criminal  wrongdoing.     The  Office  of  Investigations  (01) 
was  in  existence  prior  to  enactment  of  the  law  which  required 
the  establishment  of  the  OIG.    At  the  time,  its  investiga- 
tions were  limited  to  criminal  wrongdoing,  primarily  by 
Department  employees.     Since  01  became  a  part  of  the  OIG,  it 
has  expanded  its  activities  to  cover  all  HHS  program  areas, 
but  the  focus  has  remained  strictly  criminal.    However,  the 
OIG  statute  requires  the  Inspector  General  to  assume 
responsibility  for  fraud,  abuse,  waste,  and  mismanagement  — 
suggesting  a  broad  investigatory  role,  not  limited  to 
criminal  wrongdoing.    Under  the  reorganization  plan,  01  will 
have  a  Civil  Fraud  Division.    Briefly  stated  the  main 
functions  of  this  new  unit  will  be  to  work  towards  recovering 
money  for  the  Government  through  the  so-called  "civil  money 
penalty  legislation"  and  through  the  false  claims  act. 

o    To  improve  management  by  monitoring  the  Department's 

performance  in  regard  to  taking  administrative  action  in 
response  to  misconduct  by  employees,  grantees,  contractors, 
and  other  program  participants.    Briefly  stated,  when  the  OIG 
refers  cases  to  appropriate  offices  for  action  we  will 
follow-up  to  assure  appropriate  sanctions  are  taken. 

o    To  organize  the  internal  organizational  structure  of  the  OIG 
to  conform  to  the  organizational  structure  within  the 
Department  which  carry  out  the  principal  functions  of  the 
Department.    Under  the  reorganization  OA,  01,  and  OSI  will 
each  have  units  devoted  specifically  to  social  security, 
health  care  financing,  and  grants  and  internal  systems,  which 
will  cover  the  public  health  service,  human  development 
programs,  and  procurement  activities.     In  addition  OA  will 
now  have  a  Division  of  ADP  Audits  with  capability  to  audit 
computer-based  systems.     Not  only  will  this  approach 
harmonize  better  with  the  organization  of  the  Department  and 
with  the  principal  functional  responsibilities  of  the  OIG 
offices,  but  it  should  foster  greater  cooperation  and  more 
joint  projects  between  OIG  staff  offices  —  one  of  my  major 
management  objectives. 

In  closing,  Mr.  Chairman,  I  want  to  emphasize  that  we  are  redirecting 
OIG  efforts  toward  the  programs  with  the  largest  dollar  outlays  and 
with  the  most  inherently  difficult  management  problems.     By  early 
summer  we  will  have  our  organization  realigned  to  support  our  new 
priorities.    Thus  I  believe  that  OIG  can  make  a  more  significant 
contribution  to  the  reduction  of  fraud  and  abuse  arid  to  increase  in 
efficiency  and  effectiveness. 

Thank  you  for  this  opportunity,  Mr.  Chairman.     I  will  be  pleased  to 
answer  any  questions  the  Committee  may  have. 
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FRAUD,  WASTE  AND  ABUSE  ESTIMATES 

Mr.  Natcher.  What  is  your  current  estimate  of  waste,  fraud  and 
abuse  in  the  programs  administered  by  the  Department  of  Health 
and  Human  Services? 

Mr.  Kusserow.  The  original  figure  that  had  been  reported  in  the 
IG's  Office  was  back  in  March  1978,  which  was  right  after  the  im- 
plementation of  the  IG's  Office. 

From  that  figure  it  had  been  determined  that  only  $2.7  billion 
could  be  saved  under  existing  laws  and  regulations.  Since  1978  we 
have  been  working  against  that  figure.  In  1979  it  was  $1.4  billion 
documented  savings;  1980,  $1.5  billion  documented  savings;  1981, 
incomplete  on  that  still  to  date  but  it  is  somewhat  over  $600  mil- 
lion. 

The  difficulty  we  have  in  looking  at  the  issue  of  how  much  fraud, 
waste  and  abuse  there  is  in  the  programs  depends  in  large  part  on 
how  well  we  understand  the  processes  giving  rise  to  those  prob- 
lems. It  is  very  difficult  to  quantify  the  figures. 

ADVANCE  APPROPRIATION  REQUEST 

Mr.  Natcher.  As  part  of  your  budget,  you  are  requesting  an  ad- 
vance appropriation  of  $10  million  for  1984.  Why  is  this  necessary? 

Mr.  Barnes.  Mr.  Chairman,  the  proposed  advanced  funding  of 
$10  million  in  1984  is  a  substitute  for  the  former  practice  of  bor- 
rowing money  back  from  the  first  quarter  of  the  following  year 
into  the  current  year.  This  is  in  line  with  the  other  Medicaid  ac- 
counts. 

As  you  know,  this  is  a  state  operation  funded  on  a  matching 
basis  by  this  Department.  The  states  prefer  to  have  their  money 
before  the  start  of  the  current  fiscal  year.  Therefore,  in  order  to 
comply  with  the  States'  preference  and  at  the  same  time  reduce 
some  of  the  confusion  associated  with  variances  between  budget  au- 
thority and  appropriation  amounts,  we  have  suggested  the  conver- 
sion from  the  borrowing  of  moneys  to  the  advance  appropriation 
dollars.  It  is  a  technical  change. 

Mr.  Natcher.  Is  this  proposed  action  authorized? 

Mr.  Itteilag.  Yes. 

Mr.  Natcher.  As  far  as  the  advance  appropriation,  is  it? 
Mr.  Itteilag.  Yes,  it  is.  We  can  use  either  method,  either  the 
borrowing  method  or  the  advance  appropriation  method. 

WORKLOAD 

Mr.  Natcher.  How  has  your  workload  been  affected  by  the  Rec- 
onciliation Act  enacted  last  year? 

Mr.  Kusserow.  Mr.  Chairman,  we  have  under  the  continuing 
resolution  during  this  fiscal  year  a  net  drop  of  10  individuals  in  the 
amount  of  personnel  that  we  have  on  board,  carried  over  from  the 
previous  fiscal  year,  a  net  drop  of  100  individuals.  We  have  had  a 
reduced  amount  of  travel.  We  have  been  vacating  a  lot  of  our 
space,  a  lot  of  the  excess  space  in  fact  that  we  felt  we  had  to  the 
tune  of  12  percent. 

We  have  had  strongly  cut  back  contract  audit  base  primarily 
dealing  with  Medicare  closeouts.  We  have  held  supply  purchases  to 
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a  minimum;  we  have  not  purchased  any  major  equipment  during 
this  continuing  resolution  period. 

BLOCK  GRANTS'  IMPACT  ON  OIG 

Mr.  Natcher.  Mr.  Kusserow,  one  of  the  main  reasons  for  asking 
you  this  question,  as  you  know,  last  year  was  the  year  of  block 
grants.  The  Reconciliation  Act,  in  making  a  number  of  changes  in 
block  granting  a  number  of  programs.  Shouldn't  that  have  mini- 
mized somewhat  some  of  your  duties  which  you  had  to  perform 
prior  to  the  Reconciliation  Act? 

Mr.  Kusserow.  No,  sir.  We  really  have  not  felt  the  effect  of  the 
implementation  of  those  block  grants  in  the  process,  the  delay 
factor  has  not  come  into  play. 

But  one  of  the  problems  that  we  have  been  confronted  with  in 
our  office  over  the  last  several  years  has  been  an  inordinate 
amount  of  resources  devoted  to  low  dollar  vulnerability  areas. 

Going  back  to  educational  institutions,  as  pointed  out  earlier,  we 
have  cognizant  audit  responsibilities  for  96  percent  of  the  universi- 
ties where  there  is  federal  research  money. 

Mr.  Natcher.  As  far  as  Title  XX,  for  instance,  where  you  have  a 
block  grant  proposal  in  operation,  you  say  you  do  not  see  any  dif- 
ference. 

Mr.  Mitchell.  Not  to  this  point  in  time,  Mr.  Chairman.  You  will 
in  time,  obviously. 
Mr.  Natcher.  When  will  that  take  place? 
Mr.  Mitchell.  It  will  start  in  the  next  year. 

Mr.  Natcher.  In  the  next  year,  that  is  when  you  will  see  the  dif- 
ference? 
Mr.  Mitchell.  Yes. 

Mr.  Kusserow.  In  addition,  the  fact  is  over  the  last  several  years 
since  the  implementation  of  the  IG  Act,  there  has  been  proportion- 
ately a  smaller  amount  of  resource  going  into  internal  audits  in 
the  high  vulnerability  areas,  particularly  with  regard  to  Social  Se- 
curity Administration  and  Health  Care  Finance  Administration, 
Medicare  and  Medicaid.  We  have  had  only  12  percent  of  the  audit 
resources  devoted  to  looking  at  those  problem  areas  as  opposed  to 
having  a  very  large  portion  of  our  resources  devoted  to  the  grant- 
ees and  contractors  of  the  Department. 

One  of  the  things  that  I  feel  very  strongly  about  is  the  necessity 
to  look  at  the  high  vulnerability  areas  and  to  try  to  put  resources 
against  the  major  problems  confronting  our  department. 

Mr.  Natcher.  Mr.  Early,  I  yield  to  you. 

Mr.  Early.  Thank  you,  Mr.  Chairman. 

Going  back  to  the  chairman's  question  on  block  grants — one  of 
the  major  selling  points  of  block  grants  is  that  we  are  going  to  give 
the  states  flexibility,  and  let  them  use  it  where  they  want.  How  are 
you  going  to  effectively  audit  the  block  grants;  or  can  you  audit 
them? 

Mr.  Kusserow.  In  that  process  of  having  block  grants,  you  have 
a  devolution  of  responsibility  upon  state  and  local  entities,  and 
built  into  that  is  the  notion  that  having  the  flexibility  to  make  de- 
cisions on  those  block  grants  with  the  state  there  goes  with  the  re- 
sponsibility for  auditing  those  funds.  So  we  foresee  that  much  of 
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our  effort  will  be  devoted  to  overseeing  and  reviewing  the  audit 
processes  by  the  states  and  local  entities,  and  also  in  the  private 
sector  when  they  are  involved  in  the  process. 

Mr.  Early.  I  appreciate  that  answer  because  I  do  not  think  the 
Feds  are  going  to  be  able  to  audit  something  where  all  that  flexibil- 
ity is  to  be  included.  I  think  that  answer  is,  on  a  federal  level,  we 
are  really  not  going  to  

Mr.  Kusserow.  That  is  one  of  the  things  I  mentioned  earlier, 
that  we  feel  we  have  a  high  degree  of  responsibility  to  look  at  those 
programs  which  are  not  only  federally-funded  but  federally-operat- 
ed, such  as  the  Social  Security  programs,  such  as  Medicare.  We  feel 
that  there  has  been  in  the  past  too  little  resources  proportionately 
placed  against  those  problem  areas  as  opposed  to  looking  at  grant- 
ees of  the  Department,  where  we  seem  to  have  placed  a  higher 
burden  of  accountability  on  them  than  on  ours. 

STATE  MEDICAID  FRAUD  CONTROL  UNITS  (SMFCU) 

Mr.  Early.  So  the  states  will  audit  the  programs. 
Tell  me  this,  regarding  the  Fraud  and  Control  Units,  which  I 
have  a  lot  of  reservations  about,  how  many  states  have  those  units? 
Mr.  Kusserow.  29  at  present,  sir. 

Mr.  Early.  With  all  the  cuts  we  are  making  in  the  programs 
themselves,  wouldn't  we  have  been  better  off  to  suggest  to  the  29 
states  that  their  attorneys  general  do  that  service? 

Mr.  Kusserow.  Except  that  we  have  had  a  high  dollar  invest- 
ment in  that  federally  as  well. 

One  of  the  concerns  that  gave  rise  to  the  State  Fraud  Control 
Units  coming  into  existence  was  the  concern  by  the  Congress  that 
medical  provider  fraud  that  existed  in  the  Medicaid  program  was 
not  properly  being  addressed  by  the  states  and  that  it  needed  some 
encouragement  and  stewardship  to  insure  that  they  had  a  proper 
response  to  those  problem  areas. 

Mr.  Early.  Don't  an  awful  lot  of  states  use  it  to  just  supplant? 

Mr.  Kusserow.  No,  sir,  because  of  the  fact  that  we  have  an  over- 
sight responsibility  for  those  State  Fraud  Control  Units  in  the 
states  and  that  we  review  not  only  their  performance  to  assure  the 
fact  that  they  are  maintaining  themselves  at  the  level  that  they 
should  be,  but  we  also  review  their  expenditures  and  show  they  are 
in  fact  being  used  in  the  fashion  Congress  intended. 

Mr.  Early.  A  few  years  ago  I  saw  a  lot  of  reports  which  were 
awfully  critical  of  those  particular  units. 

Mr.  Kusserow.  Yes,  sir.  That  probably  is  about  the  same  time 
that  the  responsibility  for  stewardship  of  that  program  was  shifted 
over  from  the  Health  Care  Financing  Administration  to  the  Office 
of  Inspector  General,  where  it  was  felt  that  OIG,  having  a  better 
understanding  of  investigative  processes,  would  be  able  to  prevent 
abuses  of  the  type  you  are  talking  about. 

Mr.  Early.  Recently  we  have  had  several  witnesses  suggest  that 
the  Feds  come  in,  start  the  program,  and  withdraw.  When  do  you 
expect  the  Federal  Government  to  withdraw  from  these  Fraud  Con- 
trol Units? 
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Mr.  Kusserow.  Although  the  legislation  sets  it  up  for  a  perma- 
nent support,  there  is  a  cutback  from  90  percent  entitlement  pro- 
gram to  75  percent  that  occurs  after  three  years. 

Mr.  Early.  When  they  originally  started,  weren't  we  supposed  to 
go  to  50  percent? 

Mr.  Kusserow.  Yes,  sir. 

Mr.  Early.  We  never  went  to  50  percent,  did  we? 

Mr.  Kusserow.  No,  sir.  In  fact,  this  has  been  a  long  process  in 
terms  of  the  fact  that  we  had  originally  thought  there  would  be  as 
many  as  41  State  units  established  in  the  foreseeable  future.  The 
fact  is,  we  have  only  29.  So  it  is  a  very  slow  process  having  these 
units  come  aboard. 

Mr.  Early.  What  would  be  the  consequence,  in  your  opinion,  if 
the  Fed  took  that  as  an  area  in  which  to  save  $41  million  and  just 
dropped  that  one? 

Mr.  Kusserow.  I  think  we  would  probably  lose  on  that  transac- 
tion, because  the  State  Fraud  Control  Units  are  now  reaching  the 
point  where  they  are  able  to  recover  more  than  they  are  expending 
in  terms  of  dollar  fines,  savings,  restitutions  and  overpayments. 

Also,  they  represent  a  strong  deterrent  on  fraud,  waste  and 
abuse  at  the  state  level,  a  deterrent  that  certainly  at  the  present 
level  the  IG's  Office  in  the  Department  could  not  fill  that  void  were 
it  to  come  about. 

SMFCU  ACHIEVEMENTS 

Mr.  Early.  Everyone  is  a  statistician  in  this  business.  Everyone 
shows  where  they  got  back  more  than  they  put  in.  I  think  they  are 
misleading  numbers. 

I  can  cite  several  instances  where  they  were  nothing  more  than 
harassment,  personalities  were  involved,  and  they  continually 
plagued  the  small  vendor.  We  never  measured  the  amount  of 
money  spent  on  individual  cases. 

You  suggest  it  is  a  rule,  I  suggest  it  is  the  exception. 

Mr.  Kusserow.  Mr.  Early,  for  example,  in  1981  we  had  the  State 
Fraud  Control  Units,  they  had  savings,  fines,  restitutions,  overpay- 
ments to  the  tune  of  $37  million.  To  date,  including  from  the  day  of 
implementation  as  these  units  came  aboard,  that  figure  came  up  to 
$73  million.  So  there  is  a  certain  benefit  that  has  accrued. 

We  have  had  in  1981  237  felony  convictions  obtained  through 
these  units.  So  from  that  we  feel  there  is  a  certain  level  of  deter- 
rence being  built  into  the  process  by  these  units  where  they  exist. 

Mr.  Early.  Do  you  have  any  statistics  on  the  states  that  do  not 
participate  in  this  program? 

Mr.  Kusserow.  We  can  furnish  that  for  the  record. 

Mr.  Early.  I  would  be  interested  to  see  those. 

[The  information  follows:] 

Availability  of  Statistics  on  States  not  Having  Medicaid  Fraud  Control  Units 

The  Office  of  the  Inspector  General  maintains  statistics  on  the  State  Medicaid 
Fraud  Control  Units  (SMFCU)  but  not  on  States  without  SMFCUs.  HCFA  informed 
us  that  they  do  collect  data  on  dollars  identified  for  recovery  due  to  abuse  (not 
fraud)  and  dollars  saved  as  a  result  of  identification  of  management  inefficiency. 
For  all  States,  i.e.  SMFCU  and  non-SMFCU,  these  figures  for  1981  were: 
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Full  scale  abuse   $31,000,000 

Management  inefficiency   26,000,000 

Mr.  Early.  Thank  you,  Mr.  Chairman. 
Mr.  Natcher.  Mr.  Stokes? 

Mr.  Stokes.  Nothing  further  at  this  time,  Mr.  Chairman. 


SMFCU  FUNDING 


Mr.  Natcher.  How  much  is  currently  available  for  1982  for  the 
State  Medicaid  Fraud  Units? 
Mr.  Kusserow.  $53.1  million. 
Mr.  Natcher.  What  about  1983? 
Mr.  Kusserow.  $26,346  million. 

Mr.  Natcher.  Will  you  have  any  surplus  funds  in  this  activity  in 
1982? 

Mr.  Kusserow.  $13.9  million. 

Mr.  Natcher.  How  many  auditors  do  you  have  on  your  staff  as- 
signed to  reviewing  the  Medicaid  program? 

Mr.  Kusserow.  If  you  are  referring  to  the  State  Medicaid  Fraud 
Control  Unit  program,  the  way  we  work  that,  Mr.  Chairman,  is 
that  the  headquarters  staff  of  four  professionals  design  the  audits 
and  then  we  use  auditors  from  the  field  to  supplement  them  when 
they  go  out.  We  have  local  auditors,  of  course,  in  each  region  who 
fulfill  that  burden.  We  estimate  that  there  is  about  8  staff  years  in 
total  (headquarters  and  field)  that  go  into  this  process.  As  regards 
the  Medicaid  program,  approximately  60  total  audit  staff  years  are 
expended  in  the  headquarters  and  the  field. 

Mr.  Natcher.  How  do  you  avoid  duplication  between  your  audi- 
tors and  the  State  auditors? 

Mr.  Kusserow.  We  are  looking  for  different  things.  We  are  look- 
ing to  see  that  the  state  units  are  meeting  the  expectations  and  de- 
mands of  Congress  in  giving  them  that  money.  That  is  our  concern, 
that  the  dollars  spent  are  dollars  spent  in  the  way  they  should  be. 

Mr.  Natcher.  Mr.  Kusserow,  we  want  to  thank  you  and  your  as- 
sociates for  appearing  before  our  committee  at  this  time  in  behalf 
of  your  budget  request  for  the  fiscal  year  1983. 

Mr.  Kusserow.  Thank  you,  Mr.  Chairman. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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ILLINOIS  HOSPITAL  STUDY 

Mr.  Porter.     I  am  concerned  about  follow-up  enforcement  task 
force  activities  in  Illinois  after  the  results  of  the  41  Hospital 
Audit  project  recently  uncovering  wide-spread  waste  in  the  Medicare 
and  Medicaid  programs.     The  total,  I  believe,  amounts  to  an 
estimated  $150-250  Million  loss  on  a  $1 .3  Billion  state  program.  This 
Hospital  Audit  project,  conducted  by  your  office,  together  with  HCFA 
and  State  Public  Health  Officials,  I'm  told  is  to  be  employed  as  a 
model  for  oversight/enforcement  activities  by  task  forces  in  several 
states . 

What  progress  are  you  achieving,  with  what  enforcement  results  here? 

Mr.  Kusserow.    We  will  use  this  preliminary  study  as 
a  model  for  launching  a  major  initiative  this  year.    We  will  conduct 
comprehensive  systems  reviews  of  the  Medicaid  and  Medicare  programs 
in  hospitals  and  Long  Term  Care  Facilities.    The  report  issued  to 
the  Illinois  Medicare  Intermediary  included  recommendations  for  the 
purpose  of  developing  a  corrective  action  plan  to  resolve  the 
problem  areas.     Currently,  the  intermediary  is  considering  these 
recommendations.    An  action  plan  will  be  developed  upon  resolution 
of  these  differences. 

EFFORTS  TO  COUNTER  FRAUD,  WASTE,  AND  ABUSE 

Mr.  Porter.    Mr.  Kusserow,  I  am  impressed  with  your  FBI, 
Justice  White  Collar  Fraud  investigation  background.    Will  you 
describe  for  the  Subcommittee  the  level  and  intensity  of  sheer  fraud 
as  opposed  to  waste  and  mismanagmeent  in  the  health  care  cost  area? 
What  are  you  doing  about  it  this  year,  and  with  what  level  of 
cooperation  and  with  whom  are  you  cooperating  to  these  ends? 

Mr.  Kusserow.    The  difficulty  we  have  in  looking  at  the  issue 
of  how  much  fraud,  waste  and  abuse  there  is  in  the  programs  depends 
in  large  part  on  how  well  we  understand  the  processes  giving  rise  to 
those  problems.     It  is  very  difficult  to  quantify  the  figures. 
Further,  neither  the  IG  nor  the  Department  has  conducted  an  inven- 
tory of  current  levels  of  fraud  and  abuse,  or  of  waste  and  misman- 
agement, in  health  care  costs  areas  or  in  other  Departmental  pro- 
grams. 

At  the  time  of  the  IG's  comprehensive  inventory  of  estimated  losses 
published  in  1978,  approximately  11%  ($668  million)  of  the  total 
estimate  of  $5.5  to  $6.5  billion  was  attributed  to  fraud  and  abuse 
by  health  care  providers.     That  inventory  did  not  attempt  a  further 
breakdown  between  fraud  and  abuse. 

As  a  member  of  the  President's  Council  on  Integrity  and  Efficiency 
(PCIE)  the  DHHS  OIG  is  cooperating  with  DOD,  USDA,  Commerce,  SB A, 
NASA,  Treasury  and  GAO  to  enhance  and  extend  the  scope  and 
effectiveness  of  the  IG's  through  the  sharing  of  information  and 
joint  projects.     In  the  summer  of  1981,  the  PCIE  voted  to  sponsor  a 
project  on  computer  security  and  asked  the  IG/HHS  to  formulate  a 
plan  and  take  the  lead  in  the  project.    The  OIG  regularly  works 
with  the  FBI,  and  the  U.S.  Attorneys  Office  on  joint  cases,  and 
occasionally  with  the  Secret  Service. 


93-481    0—82  71 
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Mr.  Porter.    A  few  short  years  ago  we  had  none  at  all;  today, 
you  request  1,026  positions  in  the  I.G.'s  office.    Where  is  this 
leading  at  the  Department  of  HHS  and  where  are  Agency  I.G.'s  Offices 
leading  government-wide  in  the  effort  to  counter  fraud,  abuse,  and 
mismanagement? 

Mr.  Kusserow.    The  Investigation  and  Audit  functions  did  not 
develop  instantaneously  but  existed  within  the  Department  prior  to 
the  formation  of  the  Office  of  the  Inspector  General.     In  fact,  a 
total  of  1,054  positions  existed  for  those  activities  previously. 
The  OIG  was  formed  from  these  sources. 

The  Office  of  the  Inspector  General  is  strongly  committed  to  the 
Administration's  program  to  prevent,  detect  and  reduce  fraud,  waste 
and  abuse  in  HHS  programs.     However,  in  a  time  of  limited  budgetary 
resources  we  do  not  believe  it  is  appropriate  to  request  additional 
staff  at  this  time. 

Instead,  OIG  plans  to  utilize  available  resources  better  by: 

o    Reordering  the  priorities  of  the  Office  of  Inspector  General 

together  with  the  necessary  restructuring  of  the  internal  organ- 
ization.   For  example,  emphasis  in  the  Office  of  Systems 
Integrity,  formerly  Health  Care  and  Systems  Review,  will  shift 
from  after-the-fact  studies  of  specific  problems  to  analysis  of 
existing  programs  to  identify  areas  of  improvement  in  order  to 
establish  management  controls  that  will  prevent  the  occurrence  of 
fraud,  waste  and  abuse. 

The  Office  of  Audit  will  shift  from  a  financial  compliance 
orientation  to  a  more  analytical  review  of  management  processes 
and  methods  in  order  to  recommend  possible  improvements. 

o  OIG  will  shift  its  program  emphasis.  More  effort  will  be 
expended  on  the  larger  programs  that  tend  to  yield  higher 
savings,  i.e.,  SSA  and  Medicare. 

o    Pursuing  civil  investigation  and  increasing  administrative 
sanctions  against  those  defrauding  HHS.     Past  experience 
suggests  that  civil  investigations  yield  larger  savings  than 
criminal  investigations. 

We  believe  that,  with  these  changes,  OIG  will  be  able  to  achieve 
greater  productivity  and  fulfill  its  mission  to  prevent  and  reduce 
fraud,  waste  and  abuse  in  the  Department's  programs. 
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DETERRENTS  TO  FRAUD,  WASTE  AND  ABUSE 
Mr.  Porter.    After  five  years  of  operation  of  your  Office,  is 
there  a  strong  deterrent  effect  to  fraud  and  abuse  clearly  estab- 
lished?   And,  is  fraud,  waste,  and  abuse  on  a  clear  down  swing  in 
HHS  Departmental  programs? 

Mr.  Kusserow.    One  of  the  OIG's  principal  roles  is  to  act  as  an 
"Agent  for  Change"  within  the  Department  of  Health  and  Human 
Services.     Previously  there  had  been  a  heavy  accent  on  focusing  on 
financial  findings  and  criminal  prosecutions  as  the  determinant  of 
success.    The  Office  of  the  Inspector  General  through  its  Office  of 
Investigations  and  the  State  Medicaid  Fraud  Control  Units  have 
achieved  452  convictions  during  1981.     This  effectiveness  is  a 
strong  deterrent  to  health  care  providers  who  defraud  the  depart- 
ment.   We  are  now  directing  much  of  our  efforts  to  identify  the 
processes  which  give  rise  to  opportunities  for  fraud,  waste  and 
abuse  in  our  programs.     Through  our  new  directed  efforts  we  hope  to 
provide  management  with  information  by  which  the  programs  can  be 
made  more  efficient  or  cost  effective.     Therefore,  more  management 
efficiency  and  accomplishment  audit  and  reviews  will  be  performed. 
This  will  enable  those  funds  that  have  been  lost  to  fraud,  abuse  and 
waste  to  reach  the  recipients  for  whom  they  were  intended. 

There  are  several  objectives  we  hope  to  achieve  by  the  proposed 
reorganization.    Among  the  more  significant  objectives  are: 

o    To  organize  the  OIG's  internal  organizational  structure  to 
conform  to  the  organizational  structure  within  the  Depart- 
ment.   Under  the  reorganization  OA,  01,  and  OSI  will  each 
have  units  devoted  specifically  to  social  seurity.  health 
care  financing,  and  grants  and  internal  systems,  which  will 
cover  the  public  health  service,  human  development  programs, 
and  procurement  activities.     In  addition  OA  will  now  have  a 
Division  of  ADP  Audits  with  capability  to  audit  computer- 
based  systems,  and  01,  will  have  a  Division  of  Civil  Fraud. 
Not  only  will  this  approach  harmonize  better  with  the 
organization  of  the  Department  and  with  the  principal 
functional  responsibilities  of  the  OIG  offies,  but  it  should 
foster  greater  cooperation  and  more  joint  projects  between 
OIG  staff  offices  —  one  of  my  major  management  objectives. 

o    To  increase  substantially  OIG  responsibility  for  controlling 
civil  fraud  and  other  non-criminal  wrongdoing.    The  OIG 
statute  requires  the  Inspector  General  to  assume  responsi- 
bility for  fraud,  abuse,  waste,  and  mismanagement  — 
suggesting  a  broad  investigatory  role,  not  limited  to 
criminal  wrongdoing.     Under  the  reorganization  plan,  01  will 
have  a  Civil  Fraud  Division.    Briefly  stated  the  main 
functions  of  this  new  unit  will  be  to  work  towards  recover- 
ing money  for  the  Government  through  the  so-called  "civil 
money  penalty  legislation"  and  through  the  false  claims 
act . 

o    To  improve  management  by  monitoring  the  Department's 

performance  in  regard  to  taking  administrative  action  in 
response  to  misconduct  by  employees,  grantees,  contractors, 
and  other  program  participants.     Briefly  stated  when  the  OIG 
refers  cases  to  appropriate  offices  for  action  we  will 
follow-up  to  assure  appropriate  sanctions  are  taken. 
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SPECIAL  ATTENTION  PROCESSES  OR  AREAS 

Mr.  Porter.    Tell  us  what  you've  identified  as  the  top,  shall 
we  say,  25-30  processes  or  areas  where  additional  attention  is 
necessary  if  we  are  to  reduce  waste,  fraud  and  abuse  in  HHS  depart- 
mental agencies. 

Mr.  Kusserow.     Previously  OIG  efforts  have  been  focused  on 
financial  findings  and  criminal  prosecutions  as  determinants  of 
success.    We  are  now  directing  some  of  our  investigative  capability 
to  civil  fraud  and  much  of  our  audit  and  systems  capabilities  to 
identifying  the  processes  which  give  rise  to  opportunities  for 
fraud,  waste  and  abuse  in  our  programs.     We  have  developed  a  plan 
and  for  the  first  time  most  of  our  time  will  be  devoted  to  identi- 
fying those  processes  in  the  largest  Federal  responsibilities  within 
the  Department:  Social  Security  ($192  billion),  Medicare  ($55 
billion)  and  Medicaid  ($17  billion). 

Specific  areas  of  review  in  those  programs  which  we  have  identified 
as  having  the  highest  potential  for  payoff  are  as  follows: 

SSA 

Computer  Systems  Reviews 

o    Computer  Security  Systems  Audit  -  RSI  —  Designed  to  provide 
a  general  understanding  of  RSI  operational  centers,  an 
assessment  of  their  data  and  processing  vulnerabilities,  and 
a  sufficient  knowledge  of  the  computer  system  for  future  OIG 
reviews  and  redesign  involvement.     This  major  review  and  its 
preliminary  and  accompanying  surveys  and  transaction  flow 
analyses  will  be  the  OIG's  major  introduction  to  the  RSI 
payment  and  computerized  processes. 

o     SSA  Case  Control  System  —  Designed  to  determine  the 
accuracy,  effectiveness,  and  efficiency  of  SSA's  case 
control  and  disability  claims. 

o     Systems  Operations  —  Designed  to  analyze  the  effectiveness 
of  the  SSA's  EDP  operation's  production  control 

o    Payments  for  ADP  Equipment  —  Designed  to  evaluate  the 
adequacy  of  SSA's  ADP  procurement  procedures  and  the 
propriety  and  accuracy  of  expenditures  to  support  SSA's  ADP 
system. 

Review  of  Fiscal  Controls 

o    Reviews  of  Payment  Processes  —  Including  reviews  of  the  RSI 
(Project  Payment  Process),  DI,  SSI,  and  Black  Lung  Payment 
processes.     The  RSI  and  DI  payment  process  reviews  will  be 
coordinated  with  the  RSI  computer,  security  systems  audit, 
since  these  reviews  will  examine  some  of  the  same  processes 
albeit  from  different  perspectives.     For  example,  the  DI 
payment  process  review  will  evaluate  the  need,  efficiency 
and  economy  of  using  five  payment  processing  systems. 
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o    Trust  Fund  Audits  —  Including  an  evaluation  of  the  float 
allowed  between  benefit  check  mailing  and  trust  fund 
transfer;  and  an  assessment  of  the  methodologies  an  accuracy 
of  General  Fund  reimbursements  to  the  trust  funds  an 
employment  tax  refund  reimbursements  to  the  Treasury. 

o    Administrative  Costs  —  Continuing  audits  of  State  claims 
for  administrative  costs  in  DI  (for  State  disability 
determination  services),  SSI,  and  AFDC,  the  latter  two 
essentially  wrap-up  efforts  in  line  with  the  refocusing  of 
OIG  resources. 

o    Other  Fiscal  Audits  and  Activities  Involving  States  — 
Including  review  and  evaluation  of  State  and  local  cost 
allocation  plans  per  requirements  in  OMB  Circular  A-87. 

Title  II  and  Cross-Program  Areas 

o     SSA  Field  Office  Work  Measurement  System  —  Designed  to 
assess  SSA's  Work  Measurement  System  for  its  accuracy  in 
measuring  district  office  performance,  its  vulnerability  to 
manipulation,  and  its  ability  to  reinforce  peformance  in 
meeting  Departmental  priorities. 

o     Survey  of  Representative/Protective  Payee, Processes  — 
Designed  to  evaluate  the  adequacy  of  controls  in  the  RSDI 
and  SSI  representative  payee  and  AFDC  protective  payee 
processes  and  to  assess  their  vulnerabilities  to  abuses  by 
payees. 

o    Direct  Deposit  —  Intended  to  assess  the  issues  and  problems 
involved  in  electronic  fund  transfer  and  to  recommend 
strategies  for  increasing  beneficiary  participation.  This 
assessment  will  build  from  prior  OIG  reviews  of  alternative 
check  delivery  systems  and  will  be  performed  as  a  narrowly 
focused  Service  Delivery  Assessment 

o    RSI  Quality  Control  —  Designed  to  determine  if  the  RSI 
quality  control  system  is  meeting  its  objective  to  inform 
top  SSA  management  of  RSI  payment  errors,  program  problems, 
and  potential  corrective  actions. 

o    Benefits  Paid  Outside  the  United  States —  Planned  to  survey 
the  arrangements  between  SSA  and  the  State  Department  for 
paying  benefits  in  foreign  countries  and  to  assess  the  con- 
trols for  insuring  proper  payments  and  prompt  reporting  of 
events  affecting  eligibility.     This  survey  will  determine  if 
more  in-depth  reviews  are  needed  in  the  area  of  interna- 
tional payments  and  will  be  performed  in  conjunction  with 
the  Veterans  Administration  Inspector  General. 

Supplemental  Security  Income 

o    SSI  Redeterminations  —  Designed  to  evaluate  the  accuracy 
and  timeliness  of  SSA's  redeterminations  of  eligibility, 
including  an  assessment  of  SSA's  use  of  error  prone  profiles 
to  determine  the  extent  of  redetermination  development 
required . 
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o    SSI  Interfaces  —  Focused  to  evaluate  the  accuracy  and 
timeliness  of  SSA's  data  exchange  systems  between  SSI  and 
other  Federally-Administered  programs  such  as  Railroad 
Retirement  and  Veterans  benefits,  and  State-run  programs 
such  as  AFDC  and  Food  Stamp. 

o     SSI  Unreported  Earnings  —  Designed  to  assess  SSA's  policies 
and  procedures  in  identifying  unreported  recipient  earnings 
and  to  examine  alternative  procedures  for  identifying  these 
situations  in  a  more  timely  manner. 

o     SSI  Quality  Control  —  Designed  to  follow-up  on  a  previous 
OIG  review  of  this  system  and  to  evaluate  SSA's  progress  in 
implementing  our  recommendations. 

Medicare 

o    Evaluate  Medicare  financed  activities  in  the  hospital 

setting;  the  payment  and  utilization  control  capabilities  of 
intermediaries  and  carriers; 

o    Determine  whether  the  interrelationship  among  hospitals, 
intermediaries  and  carriers  contributes  to,  or  impedes 
efficient  and  economical  Medicare  operations; 

o    Provide  the  Secretary  and  Congress  with  recommendations  to 
tighten  Medicare  fiscal  controls,  improve  program  manage- 
ment, and  reduce  the  incidence  of  fraud  and  abuse; 

o    Identify  and  prosecute  providers  that  have  defrauded  or 
abused  the  Medicare  program; 

o    Develop  computer  matches  and  screens  to  detect  possible 
fraud,  and  initiate  investigations  based  on  those  screens. 

Tighten  Fiscal  Controls  to  Avoid  Costs  and  Produce  Savings 

o    Examination  of  the  current  higher  reimbursement  rate  for 
hospital-based  End  Stage  Renal  Disease  (ESRD)  services; 

o    Examination  of  current  reimbursement  policies  for  teaching 
hospitals; 

o    Determination  of  better  reimbursement  procedures  for 
hospital-based  physicians; 

o    Evaluation  of  the  extent  to  which  billing  for  ancillary 
services  is  a  means  of  avoiding  limits  on  routine  hospital 
costs 

o    Determination  of  the  effect  of  Medicare  reimbursements  for 
Durable  Medical  Equipment  (DME)  on  overall  hospital  costs; 

o    Evaluation  of  current  Medicare  controls  on  ancillary  service 
costs  with  particular  emphasis  on  laboratory  services  in 
hospitals; 
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o    Determination  of  the  adequacy  of  Medicare  reimbursement 

controls  on  outpatient  versus  inpatient  services  (including 
emergency  room  services) . 

o    Comparison  of  Medicaid  reimbursement  rates  to  benefits  paid 
by  private  insurers; 

o    Determination  of  the  degree  of  information  exchanged  between 
Medicaid  and  Medicare,  particularly  when  programs  are 
serviced  by  the  same  fiscal  agent 


Medicaid 


We  will  be  looking  at  the  same  areas  that  are  being  examined  under 
Medicare.    However,  we  will  also  look  at  the  following  specific 
problems  under  Medicaid  long-term  care: 

o     "Gang"  visits  by  physicians  in  long-term  care  facilities; 

o    Arrangements  for  pharmaceutical  services,  including  drug 
diversion; 

o    Selling  of  facilities  in  order  to  inflate  the  value  in 
reimbursable  costs; 

o    Use  of  services  from  related  organizations  as  a  means  of 
inflating  costs  and  reimbursements; 

o    Unnecessary  hospital  admissions  as  a  means  of  gaining 
Medicare/Medicaid  coverage  for  long-term  care; 

o    Escalation  of  payments  through  inappropriate  placement  in 
higher  levels  of  care  (from  Intermediate  Care  Facilities  to 
Skilled  Nursing  Facilities); 

o    Identification  of  duplicate  billing  for  care  among  Federal 
programs  (Medicaid,  Medicare,  VA) . 


ILLINOIS  HOSPITAL  AUDIT  FOLLOW-UP 


Mr.  Porter.     In  the  Illinois  Hospital  Audit  project,  the  audit 
findings  essentially  attributed  the  waste  to  two  causes:  "policy 
and  audit  inadequacies."    Is  your  office,  together  with  HHS  Depart- 
mental officials  and  HCFA  following  up  in  an  effort  to  address  and 
resolve  these  "inadequacies?" 

Will  you  please  keep  my  office  informed  of  results? 

Mr.  Kusserow.    Yes  we  are  following  up  and  will  be  happy  to 
keep  your  office  abreast  of  these  actions  to  resolve  the  inadequa- 
cies.     Policy  changes  to  correct  these  inadequacies  will  be  forth- 
coming.    Specifically  the  audit  inadequacies  you  mentioned  are  being 
discussed  with  the  intermediary,  and  the  policy  inadequacies  are 
being  discussed  with  HCFA,  who  is  responsible  for  program  policy. 
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AUDITS  UNDER  BLOCK  GRANTS 

Mr.  Porter.    There  apparently  continues  to  exist  some  confusion 
concerning  audit  practices  and  policy  for  the  Block  Grant  Oversight 
program.     States,  according  to  a  special  New  York  Times  article 
this  week,  are  unsure  and  look  to  the  Department  of  Health  and 
Human  Services  for  guidance  on  administering  audit  practices.  What 
can  you  tell  us  about  this? 

Mr.  Kusserow.     In  the  process  of  moving  to  block  grants,  you 
have  a  devolution  of  responsibility  upon  state  and  local  entities. 
Built  into  that  is  the  notion  that  having  the  flexibility  to  make 
decisions  on  the  utilization  of  block  grants  goes  the  responsibility 
for  auditing  those  funds.     This  is  a  statutory  responsibility.  We 
forsee  our  effort  changing  somewhat  to  overseeing  and  reviewing  the 
audit  processes  by  the  states  and  local  entities,  and  also  in  the 
private  sector  when  they  are  involved  in  the  process.     Bottom  line, 
the  states  will  audit  the  programs.    We  will  oversee  and  review  the 
audits  and  provide  technical  assistance  to  the  states  on  how  to 
conduct  such  audits  if  such  guidance  is  needed.    We  are  working 
closely  with  OMB  and  the  IG's  of  other  departments  having  block 
grants  to  develop  a  consistent  audit  policy. 


Tuesday,  March  9,  1982. 


OFFICE  FOR  CIVIL  RIGHTS 

WITNESSES 

BETTY  LOU  DOTSON,  DIRECTOR,  OFFICE  FOR  CIVIL  RIGHTS 
BART  J.  CRIVELLA,  SPECIAL  ASSISTANT  TO  THE  DIRECTOR,  OFFICE  FOR 
CIVIL  RIGHTS 

NATHAN  D.  DICK,  DEPUTY  DIRECTOR  FOR  COMPLIANCE  AND  ENFORCE- 
MENT, OFFICE  FOR  CIVIL  RIGHTS 
ANTHONY  L.  ITTEILAG,  DEPUTY  ASSISTANT  SECRETARY  FOR  BUDGET 
A  PRENTICE  BARNES,  CHIEF,  FORMULATION  BRANCH,  DIVISION  OF  OS 
BUDGET  SERVICES 

Mr.  Natcher.  We  take  up  next  the  Office  for  Civil  Rights. 

We  have  before  the  Committee  Ms.  Betty  Lou  Dotson,  the  Direc- 
tor of  the  Office  for  Civil  Rights. 

Ms.  Dotson,  it  is  a  pleasure  to  have  you.  Who  do  you  have  with 
you  today? 

Ms.  Dotson.  Thank  you,  Mr.  Chairman.  We  still  have  Mr.  Ittei- 
lag,  Mr.  Barnes,  and  we  have  Mr.  Dick,  who  is  the  Deputy  for  Com- 
pliance and  Enforcement  and  Mr.  Bart  Crivella,  Special  Assistant 
to  me. 

Mr.  Natcher.  Thank  you  very  much. 

We  are  delighted  to  have  all  of  you  before  the  committee.  With 
your  permission,  we  will  insert  your  statement  in  its  entirety  in 
the  record.  If  you  want  to,  go  right  ahead  and  highlight  your  state- 
ment for  us. 

[The  statement  of  Ms.  Dotson  follows:] 
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Name:  Betty  Lou  Dot  son 


Position:  Director,  Office  for  Civil  Rights 

Special  Assistant  to  the  Secretary 

for  Civil  Rights 

Department  of  Health  and  Human  Services 


Former  Positions:     Ms.  Dotson  began  her  Federal  Service  in  1956 
with  the  Social  Security  Administration  and 
served  with  the  Department  of  Agriculture  as: 
Director  of  the  Civil  Rights  Staff,  Food  and 
Nutrition  Service;  Assistant  to  the  Director  of 
Equal  Opportunity  at  the  Department  level;  and 
most  recently,  Chief  of  the  Adjudications  and 
Complaint  Division,  Office  of  Equal  Opportunity. 
She  also  served  as  Assistant  Director  1975 
through  1978  for  Equal  Opportunity  of  ACTION. 


During  1979  -  1980,  Ms.  Dotson  served  at  the 
Joint  Center  for  Political  Studies  on  an 
Intergovernmental  Personal  Act  assignment. 


Ms.  Dotson  has  more  than  20  years  of  experience 
in  the  legal  and  social  services  areas.  Early 
in  her  career,  she  worked  in  the  legal  services 
trust  department  of  the  First  National  Bank  of 
Chicago  and  for  Chicago's  Community  Legal 
Counsel.     She  has  been  a  caseworker  for  the 
Cook  County  Department  of  Public  Welfare. 


Education:  Ms.  Dotson  graduated  in  1950  from  Ohio  Wesleyan 

University  with  a  Bachelor  of  Arts  Degree  in 
Political  Science.     She  earned  her  J.D.  degree 
from  the  Lincoln  University  School  of  Law  in 
1954. 


Personal:  Born  in  Chicago,  Illinois  Ms.  Dotson  currently 

resides  in  Washington,  D.C.     Because  of  her 
commitment  to  the  special  needs  of  young  women, 
Ms.  Dotson  has  been  active  in  YWCA  volunteer 
work  for  many  years.     She  serves  as  a  member  of 
the  Board  of  Directors  of  the  National  Capital 
area  YWCA. 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  appreciate  the  opportunity  to  present  the  fiscal  year  1983 
budget  request  for  the  Office  for  Civil  Rights. 

We  are  requesting  $19,163,000  and  524  authorized  positions. 
In  addition,  $2,350,000  would  be  transferred  from  the  Social 
Security  Trust  Funds. 

The  fiscal  year  1983  request  would  maintain  the  Office  for 
Civil  Rights  at  the  same  operating  level  as  in  fiscal  year  1982. 
No  program  increase  is  requested.     The  additional  amount  of 
$2,100,000  requested  for  fiscal  year  1983  represents  built-in  and 
cost  of  living  increases,  including  funds  associated  with  the  pay 
raise  and  the  January  1982  lifting  of  the  executive  pay  cap. 

Compliance  Responsibility 

The  Office  for  Civil  Rights  (OCR)  is  the  principal  agency 
responsible  for  enforcing  the  nondiscrimination  laws  in  health  and 
human  services  programs.     These  laws  prohibit  discrimination  on 
the  basis  of  race,  color,  national  origin,  handicap,  and  age. 
There  are  about  165,000  institutional  providers  subject  to  the 
civil  rights  laws.     OCR's  responsibility  to  ensure  that  all 
recipients  of  Department  funds  are  aware  of  their  civil  rights 
obligations  and  have  taken  the  necessary  steps  to  comply. 

In  addition,  OCR  enforces  the  community  service  assurance 
undertaken  by  hospitals  and  other  facilities  that  received  funds 
under  Title  VI  or  Title  XVI  of  the  Public  Health  Service  Act.  In 
fiscal  year  1982,  OCR  will  begin  to  enforce  the  nondiscrimination 
provisions  contained  in  the  health  care  and  other  block  grant 
programs  administered  by  the  Department.     These  provisions  prohibit 
discrimination  on  the  basis  of  race,  color,  national  origin, 
handicap,  and  age  in  programs  funded  by  the  block  grants.  They 
also  prohibit  discrimination  on  grounds  of  sex  and  religion  in 
health  care  programs.     OCR  will  implement  the  provisions  by 
enlisting  the  support  and  cooperation  of  State  officials  and  State 
agencies  in  assuring  compliance. 

To  enforce  the  nondiscrimination  statutes,  OCR  investigates 
discrimination  complaints  filed  by  citizens,  conducts  compliance 
reviews,  and  provides  technical  assistance  through  out-reach 
efforts  to  encourage  providers  to  comply  with  the  law  on  a 
voluntary  basis. 

Complaint  Investigations 

Under  the  implementing  regulations  OCR  must  ensure  that  each 
citizen  complaint  of  discrimination  is  addressed  in  a  timely 
manner.     In  addition,  in  recent  cases  the  Federal  courts  have  held 
that  compliance  agencies  are  obligated  to  take  action  when  infor- 
mation indicating  possible  noncompliance  with  the  civil  rights 
laws  is  submitted.     Finally,  the  Department  of  Justice,  which 
coordinates  civil  rights  enforcement  governmentwide ,  requires  each 
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compliance  agency  such  as  OCR  to  promptly  resolve  complaints 
alleging  race,  color,  or  national  origin  discrimination  in 
federally  assisted  programs. 

OCR  received  1,704  discrimination  complaints  in  fiscal  year 
1981.     Taking  account  of  the  historical  trend,  the  number  of 
complaints  filed  with  OCR  could  rise  to  a  high  of  2,000  receipts 
in  fiscal  year  1982  and  to  2,375  receipts  in  fiscal  year  1983. 

In  fiscal  year  1981  OCR  closed  1,540  complaint  cases, 
including  cases  carried  over  from  the  previous  fiscal  year,  leaving 
a  year-end  inventory  of  600  pending  cases.    We  estimate  that  OCR 
will  be  able  to  close  1,923  complaint  cases  in  fiscal  year  1982 
and  2,273  complaint  cases  in  fiscal  year  1983. 

OCR  expects  to  achieve  a  higher  rate  of  complaint  case 
closures  as  a  result  of  productivity  increases  and  a  shift  of  11 
positions  from  the  compliance  review  function  to  complaint 
investigations.     In  addition,  new  procedures  will  be  put  into 
effect  to  resolve  more  complaints  at  an  early  stage  to  avoid 
lengthy  investigations.     OCR  will  also  be  exploring  new  approaches 
to  encourage  State  involvement  in  resolving  discrimination 
complaints  affecting  the  block  grants.    As  a  first  step,  OCR  must 
implement  a  new  statutory  procedure  under  which  State  Governors 
must  be  granted  up  to  60  days  to  attempt  to  resolve  cases  of 
noncompliance  on  a  voluntary  basis. 

We  propose  to  allocate  278  positions  to  complaint  investiga- 
tions in  fiscal  year  1983,  which  includes  supervisory  and  clerical 
staff  as  well  as  staff  responsible  for  developing  investigative 
procedures,  performing  data  analyses,  and  monitoring  the  workload. 

Six  staff  positions  will  be  allocated  to  conduct  pre-grant 
reviews  of  Medicare  facilities.  These  reviews  are  usually  desk 
audits  requiring  an  examination  of  beneficiary  and  service  area 
data.     About  1,600  pre-grant  reviews  will  be  conducted. 

Compliance  Reviews  and  Monitoring 

Department  of  Justice  guidelines  require  compliance  agencies 
such  as  OCR  to  establish  an  effective  program  of  field  compliance 
reviews  targeted  at  a  representative  number  of  major  grant 
recipients.    Under  regulations  implementing  the  nondiscrimination 
statutes  OCR  is  committed  to  periodically  review  the  practices 
of  recipients.     The  purpose  of  a  review  is  to  determine  whether 
program  services  are  being  provided  in  a  non-discriminatory  manner. 
If  a  review  reveals  compliance  problems,  the  recipient  is  required 
to  adopt  and  implement  corrective  measures. 

In  fiscal  year  1983  OCR  will  continue  to  conduct  a  limited 
number  of  compliance  reviews.     OCR  estimates  that  121  comprehensive 
reviews  will  be  conducted  in  fiscal  year  1983.     This  includes  91 
reviews  which  we  anticipate  will  be  carried  over  from  fiscal  year 
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1982,  as  well  as  30  new  reviews.     OCR  expects  to  complete  about 
99  compliance  reviews  in  fiscal  year  1982  and  96  reviews  in  fiscal 
year  1983.     OCR  proposes  to  allocate  85  positions  to  conduct 
compliance  reviews,  including  supervisory  and  support  staff. 

In  addition,  five  positions  will  be  allocated  to  monitor  the 
implementation  of  remedial  plans  in  fiscal  year  1983.  Written 
corrective  plans  are  often  negotiated  with  recipients  in  cases 
where  the  compliance  problems  identified  during  a  complaint 
investigation  or  review  require  the  development  of  a  comprehensive 
set  of  corrective  steps  to  be  implemented  within  an  agreed-on 
time  frame.     OCR  anticipates  that  32  remedial  plans  will  be 
monitored  in  fiscal  year  1983. 

Technical  Assistance  and  Voluntary  Compliance 

Since  1978  OCR  has  administered  a  technical  assistance  program 
as  an  integral  part  of  the  enforcement  effort.     Through  technical 
assistance  OCR  is  able  to  encourage  voluntary  compliance  on  a  wide 
scale  by  making  compliance  information  available  to  thousands  of 
beneficiaries  and  health  care  and  social  service  providers  that 
need  guidance.     Facilities  that  receive  Department  funds  have  a 
right  to  know  how  to  interpret  and  apply  the  nondiscrimination 
requirements  in  the  most  effective  manner.     OCR's  technical 
assistance  program  is  designed  to  meet  this  need. 

OCR  provides  technical  assistance  by:     (1)  developing  and 
disseminating  compliance  information  to  beneficiaries  and 
providers;   (2)  building  the  capacity  of  recipient  organizations, 
organizations  of  State  and  local  officials,  and  the  Department's 
program  agencies  to  assist  providers  in  achieving  compliance;  and 
(3)  providing  guidance  directly  to  providers,  beneficiaries,  and 
State  and  local  officials.     This  strategy  has  produced  cost  savings 
for  recipients  and  State  and  local  government  agencies ,  by  alerting 
them  to  the  most  effective  and  least  costly  means  of  achieving 
compliance  with  the  nondiscrimination  requirements. 

In  fiscal  years  1982  and  1983,  OCR  plans  to  intensify  its 
outreach  efforts  to  prevent  serious,  widespread  compliance  problems 
from  arising  and  to  promote  voluntary  compliance.     In  part,  this 
effort  is  aimed  at  providing  State  officials  with  the  information 
and  guidance  they  need  to  assume  a  more  active  role  in  assuring  the 
compliance  of  programs  funded  under  the  block  grants.     In  addition, 
we  plan  to  utilize  existing  compliance  information  to  a  greater 
extent  to  make  sure  that  a  larger  universe  of  recipients  are 
complying  with  basic  civil  rights  standards. 

In  fiscal  year  1983,  OCR  will  allocate  33  positions  to  techni- 
cal assistance,  the  same  number  allocated  in  fiscal  year  1982. 
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Legal  Services 

OCR's  budget  request  contains  58  positions  to  staff  the  Civil 
Rights  Division  of  the  Office  of  the  General  Counsel.  Division 
attorneys  provide  OCR  with  legal  support  by:     (1)  reviewing 
investigative  findings,  proposed  case  settlements,  and  policy 
interpretations;   (2)  conducting  enforcement  proceedings  and 
referring  cases  to  the  Department  of  Justice  when  appropriate; 
(3)  interpreting  court  decisions  and  providing  OCR  with  legal 
opinions  of  court  rulings  and  statutory  requirements;  (4)  assisting 
the  Department  of  Justice  in  litigating  court  cases  involving  civil 
rights-related  issues;  and  (5)  providing  legal  guidance  in  applying 
the  Privacy  Act,  the  Freedom  of  Information  Act,  and  other  statutes 
and  regulations  with  which  OCR  must  comply. 

Program  Management 

In  fiscal  year  1983  OCR  will  allocate  59  positions  to  provide 
overall  direction  and  management  support. 

Management  staff  determine  program  objectives  and  priorities, 
monitor  the  compliance  effort  and  evaluate  progress,  and  make  final 
decisions  as  regards  OCR's  compliance  standards  and  procedures.  In 
addition,  management  staff  provide  the  full  range  of  administrative 
support  in  such  areas  as  personnel  management,  budget  formulation 
and  execution,  financial  accounting,  management  of  property  and 
supply  systems,  and  development  of  ADP  programs. 

Conclusion 

In  conclusion,  Mr.  Chairman,  OCR's  fiscal  year  1983  budget 
request  would  provide  524  positions  and  $19,163,000,  together  with 
$2,350,000  to  be  transferred  from  the  Social  Security  Trust  Funds. 
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CIVIL  RIGHTS  SUMMARY 

Ms.  Dotson.  Thank  you,  Mr.  Chairman. 

The  Office  for  Civil  Rights  is  requesting  $19,163,000  and  524  posi- 
tions for  fiscal  year  1983.  Our  request  would  maintain  the  Office 
for  Civil  Rights  at  the  same  operating  level  as  in  fiscal  year  1982. 
The  additional  $2,100,000  included  in  the  budget  is  to  cover  built-in 
cost  of  living  increases,  including  funds  associated  with  the  October 
1981  pay  raise  and  the  lifting  of  the  executive  pay  cap. 

We  have  the  responsibility  for  enforcing  many  of  the  civil  rights 
statutes  which  prohibit  discrimination  in  federally  assisted  pro- 
grams. In  addition,  we  have  responsibility  for  enforcing  the  non-dis- 
crimination provisions  contained  in  the  HHS  block  grant  legisla- 
tion. 

The  responsibilities  under  the  block  grant  programs  are  the 
same  as  under  the  non-block  grant  programs  which  are  also  subject 
to  non-discrimination  requirements.  However,  we  are  taking  new 
approaches  to  involve  the  states  in  our  programs.  A  major  part  of 
our  effort  is  going  to  be  aimed  at  providing  state  officials  with  the 
information  and  guidance  which  they  will  need  to  assume  a  more 
active  role  in  assuring  compliance  with  programs  funded  under  the 
block  grants. 

I  don't  have  anything  more  to  say  at  this  time. 

JUSTICE  DEPARTMENT  ROLE 

Mr.  Natcher.  Describe  the  relationship  of  your  office  to  the  De- 
partment of  Justice  with  regard  to  enforcing  the  various  civil 
rights  laws  affecting  Health  and  Human  Services. 

Ms.  Dotson.  Under  the  executive  order,  and  I  don't  remember 
the  number  of  that  executive  order,  which  the  President  issued,  the 
Department  of  Justice  has  the  lead  responsibility  for  coordinating 
the  non-discrimnation  provisions. 

Now  the  Justice  Department  is  in  the  process  of  revising  their 
regulations  which  provide  guidance  to  all  of  the  executive  agencies 
in  carrying  out  these  responsibilities. 

We  operate  on  a  day-to-day  basis  independently  of  the  Depart- 
ment of  Justice  but  we  do  follow  their  regulations. 

Mr.  Natcher.  The  proposal  to  abolish  the  Department  of  Educa- 
tion includes  the  transfer  of  civil  rights  enforcement  to  the  Depart- 
ment of  Justice.  Is  a  similar  transfer  being  considered  for  your 
office? 

Ms.  Dotson.  Not  to  my  knowledge. 

AUTHORIZED  POSITIONS 

Mr.  Natcher.  How  many  authorized  positions  do  you  have? 
Ms.  Dotson.  524. 

Mr.  Natcher.  How  many  are  filled? 

Mr.  Crivella.  We  are  at  483  full-time  permanent  positions  cur- 
rently, slightly  below  normal  turnover. 
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WORKLOAD 

Mr.  Natcher.  You  are  requesting  524  positions  for  1983  which  is 
the  same  number  you  have  this  year.  In  general  would  this  indi- 
cate that  the  civil  rights  work  load  in  your  office  has  leveled  off? 

Ms.  Dotson.  I  don't  feel  that  it  has  leveled  off,  I  think  it  is  prob- 
ably changing  but  I  wouldn't  say  that  it  has  leveled  off. 

Mr.  Natcher.  Do  you  feel  you  will  have  enough  resources  to 
process  your  1983  work  load  on  a  current  basis? 

Ms.  Dotson.  Yes,  Mr.  Chairman. 

Mr.  Natcher.  What  level  of  activity  is  planned  for  enforcing  Sec- 
tion 504  of  the  Rehabilitation  Act?  What  do  you  plan  on  doing? 

Mr.  Dick.  Mr.  Chairman,  504  cases  account  for  just  about  one- 
half  of  our  work  load  at  the  present  time.  And  in  our  scheduled 
compliance  reviews  for  1983  we  will  be  looking  at  possible  viola- 
tions of  504  in  addition  to  the  other  statutes  we  enforce. 

SECTION  504  REGULATIONS 

Mr.  Natcher.  Are  the  regulations  for  Section  504  currently 
being  reexamined? 

Mr.  Dick.  I  am  not  aware  that  the  Department's  regulation  is 
being  reviewed. 

Mr.  Natcher.  Has  the  Vice  President's  task  force  on  regulatory 
review  made  any  recommendations  to  reduce  requirements  im- 
posed by  the  current  504  regulations? 

Ms.  Dotson.  Mr.  Chairman,  currently  we  have  staff  people  serv- 
ing on  Departmental  task  forces  dealing  with  the  Vice  President's 
mandate.  We  are  involved  in  decisions  relative  to  what  regulations 
will  be  modified,  eliminated  or  what  have  you.  To  my  recollection, 
there  are  no  present  directives  to  modify  our  504  regulations. 

Mr.  Natcher.  Section  504,  as  you  know,  applies  to  many  depart- 
ments and  agencies.  Which  department  is  responsible  for  coordinat- 
ing government-wide  activities  regarding  Section  504? 

Ms.  Dotson.  Currently  it  is  the  Department  of  Justice. 

TITLE  IX 

Mr.  Matcher.  What  activities  do  you  have  going  on  with  regard 
to  Title  9  sex  discrimination  provisions? 
Ms.  Dotson.  Very  little. 

Mr.  Dick.  Most  of  those  cases,  Mr.  Chairman,  are  now  the  re- 
sponsiblity  of  the  Department  of  Education. 

Mr.  Natcher.  How  large  is  your  workload  of  Title  9  cases  expect- 
ed to  be  this  year  and  next? 

Mr.  Dick.  No  significant  number. 

COMPLIANCE  REVIEWS 

Mr.  Natcher.  In  total,  how  many  compliance  reviews  are 
planned  for  1982  and  1983? 

Mr.  Dick.  For  1982  we  had  a  carry  over  of  157  reviews.  We  plan 
to  schedule  33  new  reviews  for  a  total  of  190  conducted  and  a  year- 
end  inventory  of  91.  For  1983  we  plan  to  conduct  a  total  of  121  re- 
views, and  complete  96,  leaving  a  year-end  inventory  of  25. 
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Mr.  Natcher.  Where  do  you  plan  to  focus  your  compliance 
review  activity  next  year? 

Mr.  Dick.  I  think  nursing  homes  and  hospitals  are  the  main 
target  areas  for  next  year. 

DISCRIMINATION  COMPLAINTS 

Mr.  Natcher.  How  many  complaints  of  discrimination  are  cur- 
rently pending  in  your  office? 
Mr.  Dick.  About  600  open  cases. 

Mr.  Natcher.  What  is  the  basis  for  most  of  your  complaint  case- 
load? 

Mr.  Dick.  Section  504  complaints  are  the  majority  at  the  present 
time. 

Mr.  Natcher.  On  the  average,  how  long  does  it  take  to  resolve  a 
discrimination  complaint. 

Mr.  Dick.  Currently,  the  mean  time  for  all  cases  is  about  120 
days.  With  change,  following  an  investigation,  246  days;  without 
change,  in  investigated  cases,  229  days. 

Mr.  Natcher.  All  right. 

Mr.  Stokes,  I  yield  to  you. 

Mr.  Stokes.  Thank  you,  Mr.  Chairman. 

COMPLAINT  CASES 

Ms.  Dotson,  in  reading  your  budget  justification,  I  see  that  your 
agency  received  1,704  discrimination  complaints  in  fiscal  year  1981. 
The  number  of  discrimination  complaints  filed  with  your  agency  as 
indicated  in  your  budget  justification  could  rise  to  a  high  of  2,000 
in  fiscal  year  1982  and  2,375  in  fiscal  year  1983.  That  would  repre- 
sent a  substantial  increase,  would  it  not? 

Ms.  Dotson.  Yes. 

Mr.  Stokes.  Can  you  give  us  some  idea  as  to  why  you  feel  that 
these  complaints  being  filed  with  your  agency  are  on  the  increase? 

Ms.  Dotson.  I  believe  Mr.  Dick  can  answer  that. 

Mr.  Dick.  My  answer  would  be  there  is  an  increased  awareness 
on  the  part  of  the  beneficiaries  of  federal  programs  with  respect  to 
their  rights  under  the  civil  rights  laws. 

Our  experience  is  that  complaints  are  continuing  to  be  at  a  fairly 
steady  or  increased  level.  So  I  think  it  is  because  of  an  increased 
awareness  as  a  result  of  our  technical  assistance  and  other  activi- 
ties, of  their  rights  by  beneficiaries,  that  our  complaint  level  main- 
tains its  present  growth  rate. 

Mr.  Stokes.  You  must  have  a  very  vigorous  educational  program 
such  that  you  continue  to  create  this  awareness. 

Mr.  Dick.  Yes.  We  have  a  technical  assistance  program  to  advise 
both  the  beneficiaries  of  their  rights  and  the  recipients  of  their  re- 
sponsibilities under  the  civil  rights  laws. 

BLOCK  GRANT  PROVISIONS 

Mr.  Stokes.  Now,  under  the  new  block  grant  programs,  do  you 
still  have  certain  civil  rights  responsibilities. 
Ms.  Dotson.  Yes 
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Mr.  Stokes.  Do  you  have  any  plans  for  monitoring  compliance 
with  the  non-discrimination  provisions  of  the  block  grants? 

Ms.  Dotson.  Yes,  we  do.  We  have  established  a  task  force  within 
our  office  to  study  and  to  research  the  kinds  of  methodology  that 
we  would  need  to  apply  to  the  block  grants.  We  recognize  the  need 
to  work  with  the  states  to  monitor  the  states'  activities  insofar  as 
the  non-discrimination  provisions  are  concerned. 

The  legislation  provides  that  after  we  make  a  finding,  a  state 
government  has  60  days  in  which  to  achieve  voluntary  compliance, 
and  that  in  itself  is  going  to  require  considerable  effort  on  the  part 
of  OCR  to  try  to  advise  and  consult  with  the  states  insofar  as 
achieving  voluntary  compliance;  and  of  course  there  are  various  ca- 
pabilities and  capacities  within  the  several  states  to  monitor  and 
investigate  or  what  have  you,  with  reference  to  non-discrimination 
complaints. 

Mr.  Stokes.  I  see.  Ms.  Dotson,  you  are  requesting  $19,163,000  for 
fiscal  year  1983,  which  represents  an  increase  over  your  1982 
budget  of  $17,063,000.  Can  you  tell  us  how  you  are  planning  to 
spend  the  additional  funds? 

Ms.  Dotson.  The  $2  million  for  fiscal  1983  is  to  take  care  of  the 
pay  increase  and  other  built-in  cost  increases.  It  is  anticipated 
within  the  month  we  will  know  what  transfers  or  supplemental 
will  be  approved  to  cover  the  additional  salary  costs  in  fiscal  1982. 

Mr.  Stokes.  I  note  you  are  requesting  524  positions;  is  that 
correct? 

Ms.  Dotson.  Yes. 

Mr.  Stokes.  This  is  the  same  number  of  positions  authorized  in 
the  continuing  resolution  for  fiscal  year  1982. 
Ms.  Dotson.  Yes. 

POSITIONS  FILLED 

Mr.  Stokes.  Now,  how  many  of  those  positions  are  currently 
filled? 
Mr.  Crivella.  483,  sir. 
Mr.  Stokes.  483? 
Mr.  Crivella.  483. 

Mr.  Stokes.  Do  you  plan  to  fill  those  vacancies? 

Mr.  Crivella.  Yes,  sir.  Depending  on  the  outcome  of  the  pay 
raise  supplemental,  we  should  be  able  to  fill  additional  positions. 

Mr.  Stokes.  Do  the  524  positions  represent  a  full  complement? 

Mr.  Crivella.  Yes,  524  positions  is  the  congressionally  author- 
ized figure.  The  Departmental  ceiling  is  490  staffyears,  which  as- 
sumes a  normal  vacancy  rate  due  to  turnover.  In  addition  to  the 
490  full-time  staffyears,  we  are  authorized  19  other  than  full-time 
staffyears. 

Mr.  Stokes.  I  see.  Of  course,  you  are  still  operating  with  66  fewer 
positions  than  you  had  in  1981,  in  spite  of  the  increase  in  your 
complaint  inventory;  is  that  correct? 

Mr.  Crivella.  That's  correct,  sir. 
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REGULATION  REVIEW 

Mr.  Stokes.  To  what  extent  are  you  reviewing  and  revising  exist- 
ing regulations  which  implement  the  various  civil  rights  statutes 
under  your  jurisdiction? 

Ms.  Dotson.  Well,  as  I  indicated  before,  currently  we  are  looking 
at  all  regulations  in  connection  with  the  Vice  President's  task 
force.  Within  our  own  shop  we  are  continually  looking  at  our  regu- 
lations in  an  effort  to  determine  how  they  can  be  more  effective. 

Also  as  I  indicated  earlier,  the  Department  of  Justice  has  just  re- 
cently promulgated  regulations  dealing  with  their  coordinating 
function,  as  regards  the  non-discrimination  laws,  and  we  are  in  the 
process  of  commenting  on  that.  I  do  not  anticipate  that  we  would 
be  revising  any  of  our  non-discrimination  regulations  until  such 
time  as  the  Department  of  Justice  regulations  are  final. 

Mr.  Stokes.  Any  action  that  you  take  in  that  regard  would  be 
subsequent  to  the  actions  of  the  Justice  Department? 

Ms.  Dotson.  Yes. 

Mr.  Stokes.  I  see.  Thank  you  very  much. 
Thank  you  very  much. 

Mr.  Natcher.  Ms.  Dotson,  we  want  to  thank  you  and  your  asso- 
ciates for  appearing  before  our  committee  in  behalf  of  your  budget 
request  for  the  fiscal  year  1983. 

Ms.  Dotson.  Thank  you  very  much. 


Tuesday,  March  9,  1982. 
POLICY  RESEARCH 
WITNESSES 

DR.  ROBERT  J.  RUBIN,  ASSISTANT  SECRETARY  FOR  PLANNING  AND 
EVALUATION 

ANTHONY  L.  ITTEILAG,  DEPUTY  ASSISTANT  SECRETARY  FOR  BUDGET 
A.  PRENTICE  BARNES,  CHIEF,  FORMULATION  BRANCH,  DIVISION  OF  OS 
BUDGET  SERVICES 

POLICY  RESEARCH  OVERVIEW 

Mr.  Natcher.  We  take  up  next  Policy  Research. 

We  have  before  the  Committee  Dr.  Robert  J.  Rubin,  Assistant 
Secretary  for  Planning  and  Evaluation. 

Dr.  Rubin,  with  your  permission  we  will  insert  your  statement  in 
the  record  in  its  entirety. 

[The  statement  of  Dr.  Rubin  follows:] 
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ROBERT  J.  RUBIN,  M.D. 

Assistant  Secretary  for  Planning  and  Evaluation 
Department  of  Health  and  Human  Services 

Robert  J.  Rubin,  M.D.,  was  sworn  in  July  9, 1981,  as  assistant  secretary  for  planning  and 
evaluation,  Department  of  Health  and  Human  Services.  He  was  nominated  by  President 
Reagan  April  27,  1981,  and  confirmed  by  the  Senate  June  2,  1981. 

Rubin  came  to  his  HHS  position  from  Boston,  Mass.,  where  he  had  been  associate  pro- 
fessor of  medicine  and  assistant  dean  for  government  affairs  at  the  Tufts  University 
School  of  Medicine.  He  was  also  serving  as  chief  of  the  Renal  Division  in  the  Lemuel 
Shattuck  Hospital  and  since  1979  had  been  consultant  to  the  Senate  Labor  and  Human 
Resources  Committee. 

Dr.  Rubin,  the  first  M.D.  to  be  appointed  assistant  secretary  for  planning  and  evaluation, 
is  a  primary  policy  adviser  to  the  HHS  Secretary,  particularly  in  areas  of  health  care, 
welfare,  Social  Security  and  social  services.  In  these  areas  he  is  responsible  for  the 
development  of  the  department's  legislative  program  and  other  major  initiatives,  and 
oversees  research  and  evaluation  activities. 

He  was  born  in  Brooklyn,  N.Y.,  Feb.  7,  1946.  He  received  an  A.B.  degree  in  1966  from 
Williams  College  in  Williamstown,  Mass.,  having  been  elected  to  Phi  Beta  Kappa;  and 
received  his. M.D.  degree  from  Cornell  University  Medical  College  in  New  York  in  1970. 

Dr.  Rubin  interned  at  the  New  England  Medical  Genter  Hospitals  in  Boston  {1970-71), 
was  junior  assistant  resident  there  (1970-72)  and  a  fellow  in  medicine  (Nephrology)  in 
1974-76. 

Dr.  Rubin  had  previously  been  associated  with  the  old  Department  of  Health,  Education, 
and  Welfare  and  with  Secretary  Schweiker.  As  a  student  he  was  a  U.S.  Public  Health 
Service  trainee  at  the  Harvard  Tissue  Immunology  Laboratory  at  the  Peter  Bent  Brigham 
Hospital,  Boston,  during  the  summer  of  1968,  and  was  an  epidemic  intelligence  officer  in 
the  viral  diseases  division  of  the  Center  for  Disease  Control  from  1972  to  1974.  In  1977,  as  a 
Robert  Wood  Johnson  Fellow,  he  worked  with  then-Senator  Schweiker  on  the  develop- 
ment of  health  policy  for  the  Senate  Committee  on  Labor  and  Human  Resources. 

From  1976  to  1978  he  was  assistant  to  the  dean  for  government  affairs  at  Tufts 
University  School  of  Medicine;  acting  chief  of  the  Renal  Division,  Lemuel  Shattuck 
Hospital  (1978-79);  and  consultant  in  Nephrology  to  the  Lakeville  Hospital  Rehabilitation 
Center,  to  the  Boston  Veterans  Medical  Center  and  to  the  Faulkner  Hospital. 

Dr.  Rubin  is  co-author  of  numerous  articles  published  by  leading  medical  and  scientific 
journals.  He  is  a  member  of  the  American  Society  of  Nephrology,  International  Society  of 
Nephrology,  American  College  of  Physicians,  American  Federation  for  Clinical  Research 
and  the  Massachusetts  Medical  Society  (member  Council  on  Legislation  1980).  • 

He  was  designated  one  of  the  Ten  Outstanding  Young  Men  in  America  in  1978  by  the 
United  States  Jaycees. 

Dr.  Rubin  is  married  and  has  two  children. 


July  9,  1981 
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Mr.  Chairman  and  Members  of  the  Committee: 

I  am  pleased  to  be  here  today  to  present  the  FY  1983  budget  request 
of  the  Policy  Research  appropriation  administered  by  the  Office  of 
the  Assistant  Secretary  for  Planning  and  Evaluation.  The  FY  1983 
requested  funding  level  of  $14,718,000  will  support  research  in  the 
areas  of  health,  income  and  employment,  and  social  services  policy. 
This  research  provides  information  to  the  Department  and  the  Admini- 
stration, the  Congress,  and  other  policymakers  on  current  and 
proposed  Departmental  programs  and  the  anticipated  effects  of 
changes  in  these  programs. 

I  will  now  describe  the  major  policy  research  activities  supported 
by  this  budget  request. 

Purpose  and  Strategy  of  the  Policy  Research  Program 

The  Department  of  Health  and  Human  Services  is  responsible  for 
planning,  operating  and  evaluating  a  variety  of  programs  relating  to 
our  basic  health,  social  service  and  welfare  needs.  The  overall 
purpose  of  the  Department's  Policy  Research  appropriation  is  to 
improve  the  efficiency  and  cost-effectiveness  of  these  programs  and 
to  develop  and  analyze  new  approaches  to  dealing  with  the  problems 
these  programs  are  meant  to  alleviate. 

In  FY  1983  the  Policy  Research  budget  will  support  studies  to  obtain 
information  on  welfare  policies,  welfare  administration  techniques, 
health  care  policy,  and  services  provided  to  children,  youth, 
families,  the  aged  and  the  disabled.  This  particular  research 
program  is  unique  among  Departmental  research  programs  in  that  it 
has  responsibility  for  examining  broad  issues  that  cut  across  agency 
and  subject  lines.  The  cross-cutting  nature  and  flexibility -of  our 
program  allows  us  to  look  at  important  issues  such  as  methods  of 
promoting  private  sector  involvement  in  the  financing  and  delivery 
of  services,  better  utilization  of  volunteers  in  DHHS  programs, 
and  problems  of  administering  welfare  programs. 

The  strategy  of  this  Administration's  policy  research  program  is  to 
conduct  short-term,  focused  studies  that  enable  us  to  respond 
quickly  to  changing  policy  needs  and  priorities.  This  represents  a 
shift  away  from  the  large-scale  multi-year  experiments  and  projects 
which  were  conducted  by  this  office  in  the  past.  This  shift  in 
approach  is  perhaps  best  illustrated  by  ASPE * s  recent  decision  to 
fund  in  FY  1982  and  FY  1983  a  series  of  small,  directed  retirement 
policy  studies  concerned  with  important  issues  of  retirement 
decision-making.  We  believe  this  shift  provides  for  increased 
control  over  research  dollars  and  will  result  in  studies  targetted 
on  some  of  our  most  current  significant  social  issues. 

Applications  of  Policy  Research 

Findings  from  and  products  of  Policy  Research  projects  have  made  and 
continue  to  make  important  contributions  to  the  development  of 
public  policy  and  to  the  management  of  existing  programs.  Examples 
of  the  policy  uses  of  recent  activities  follow: 

o  Research  results  from  the  Health  Insurance  Experiment  have  played 
an  important  role  in  the  development  of  health  competition 
proposals.     Specifically,  findings  have  helped  us  to  estimate  the 
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extent  to  which  use  of  health  services  would  change  under  alterna- 
tive proposals  that  encourage  expanding  the  consumer's  choice  of 
health  plans.  Data  derived  from  this  study  on  issues  such  as  the 
impact  of  cost-sharing  on  health  care  utilization,  and  the  effect 
of  pre-paid  practices  on  cost  and  quality  of  care  will  continue 
to  be  used  in  the  development  and  refinement  of  competition 
proposals.  The  study  results  are  an  important  input  for  policy 
analysis  used  by  the  Congressional  Budget  Office,  the  Department 
and  others. 

o  The  requirement  of  the  1981  Omnibus  Budget  Reconiliation  Act, 
that  states  adopt  retrospective  accounting  and  monthly  reporting 
practices  in  the  AFDC  program,  was  derived  in  part  from  our 
Welfare  Administration  Studies.  Studies  prepared  under  the 
Monthly  Reporting  component  of  the  Welfare  Administration  Studies 
continue  to  support  states  in  this  effort. 

A  report  based  on  the  project's  demonstration  sites  provides 
states  with  practical  lessons  in  the  design  and  implementation  of 
new  policies  and  procedures.  Another  report  which  has  been  sent 
to  the  states  contains  a  more  technical  summary  of  the  automated 
management  information  system  which  was  used  to  support  the 
administration  of  monthly  reporting  policies.  In  February  1982 
Michigan  used  the  ASPE-suppor t ed  Wayne  County  demonstration 
system  as  a  prototype  model  when  it  expanded  monthly  reporting  to 
a  statewide  system. 

o  Long-term  care  research  has  begun  to  provide  information  which 
may  be  used  to  develop  policies  that  support  the  family  in  the 
provision  of  care  to  family  members,  i.e.,  in-home  and  community 
based  care  for  elderly  and  handicapped  relatives.  In  order  to 
devise  finance  strategies  which  coordinate  public  and  private 
financing  mechanisms,  we  are  analyzing  existing  data  to  learn 
such  things  as  the  amount  and  type  of  care  being  provided  by 
formal  and  informal  caregivers  and  to  identify  existing  barriers 
to  family  assistance. 

FY  1983  Budget  Request 

The  FY  1983  budget  request  for  this  appropriation  represents  a 
reduction  of  two  million  dollars  from  last  year's  request.  This 
reduction  has  been  accomplished  through  a  careful  review  of  all 
policy  research  activities  and  reductions  in  specific  large  projects 
in  the  area  of  income  and  employment  policy.  Projects  proposed  for 
FY  1983  focus  on  issues  of  concern  to  this  Administration  and  have 
been  selected  on  the  basis  of  their  potential  contribution  to 
current  and  future  policy  debates. 

ASPE's  Health  Competition  research  activities  are  oriented  first  and 
foremost  to  acquiring  information  to  support  health  policy  develop- 
ment. Much  of  this  activity  is  devoted  to  identifying  innovative 
trends  taking  place  in  the  private  sector  and  their  potential  for 
reducing  the  inflationary  spiral  in  health  care.  Competition-orient- 
ed health  policy  will  rely  heavily  on  the  private  sector  to  respond 
to  new  cost-inhibiting  incentives.  A  secondary  objective  of  competi- 
tion research  is  to  create  new  information  in  the  public  domain  that 
may  assist  the  private  sector  in  responding  effectively  to  these 
incentives . 

FY    1983    competition    research    will    consist    of    four  interrelated 
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studies  to  provide  information  on  alternative  competition 
strategies.  These  studies  will  focus  on:  employee/employer 
response  to  multiple  choice  health  insurance  options;  innovative 
financing  and  delivery  systems  in  the  private  sector;  Medicare 
voucher  systems;  and  changes  in  payment  rates  among  different 
purchasers  of  hospital  services. 

Our  research  in  innovative  financing  and  delivery  systems  will 
continue  work  initiated  in  FY  1982.  Past  research  has  been  devoted 
primarily  to  identifying  private  sector  innovations  having  a  demon- 
strated potential  for  reducing  the  rate  of  inflation  in  health 
expenditures.  In  FY  1983  we  will  fund  research  to  develop  more 
specific  measures  of  how  such  innovations  as  preferred  provider 
plans  and  health  care  coalitions  bring  about  restraints  in  health 
service  consumption  and  prices. 

The  establishment  of  a  demonstration  and  evaluation  program  for 
employer-sponsored  multiple-choice  health  insurance  plans  will  be  a 
major  priority  for  FY  1983  competition  research.  This  program  will 
determine  which  combinations  of  choices  are  most  efficient,  identify 
risk  selection  problems,  and  expand  administrative  information  on 
how  to  organize  and  operate  such  plans.  An  important  part  of  this 
investigation  will  be  to  determine  employee  responses  and  employer 
cost  experiences  associated  with  rebates  offered  to  employees  for 
selecting  low-cost  health  insurance  options. 

The  Health  Insurance  Experiment  is  a  large  multi-year,  multi-site 
experiment  carefully  designed  to  measure  the  effects  of  different 
levels  of  cost  sharing  on  the  demand  for  medical  care;  the  quality 
of  care  given  by  different  types  of  plans;  and  the  health  status  of 
participants  after  three  to  five  years  of  participation  in  these 
different  plans.  As  I  mentioned  earlier,  this  study  is  contributing 
directly  to  the  development  and  analysis  of  pro-competition  strate- 
gies and  findings  are  useful  in  analysis  of  other  health  policies. 
The  FY  1983  Health  Insurance  request  will  support  data  processing 
and  analysis  activities,  since  all  data  collection  activities  will 
be  completed  in  FY  1982.  Funding  for  this  project  will  continue  to 
phase  down  in  future  years,  with  anticipated  completion  in  FY 
1985. 

The  Workf are/Welfare  Administration  Studies  consist  of  the  Monthly 
Reporting  Studies  and  the  Welf are-to-Work  studies.  These  studies 
emphasize  improvement  in  the  administrative  aspects  of  welfare, 
including  the  demonstration  and  analysis  of  new  administrative 
techniques  and  the  study  of  more  effective  mechanisms  for  linking 
welfare  families  to  the  private  labor  market. 

The  monthly  reporting  studies  will  be  completed  in  FY  1983  thus 
bringing  to  a  close  this  multi-year  examination  of  alternative 
approaches  to  the  design  of  retrospective  accounting  and  monthly 
reporting  policies.  Reports  will  become  available  during  FY  1982 
and  FY  1983  with  detailed  information  on  income  reporting  techniques 
which  are  most  effective  for  different  types  of  AFDC  and  Food  Stamp 
clients.  These  reports  will  be  disseminated  during  a  period  when 
many  of  the  large-caseload  states  will  be  implementing  their  AFDC 
and  Food  Stamp  monthly  reporting  system.  The  various  monthly 
reporting  studies  will  be  an  important  source  of  information  to 
states  in  deciding  whether  to  continue  monthly  reporting  under  the 
Administration's  New  Federalism  proposal. 
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Welfare-to-work    studies    will    be    conducted    to    identify    the  most 
effective    techniques    for  promoting  unsubsidized  employment   in  the 
private  sector  leading  to  economic  independence  of  welfare 
recipients. 

The  new  directed  Retirement  Policy  Studies  reflect  new  approaches  in 
policy  research  to  emerging  problems  in  the  retirement  policy  area. 
During  FY  1983  ASPE  will  continue  work  on  short-term  grants  for 
research  and  analysis  relating  directly  to  pressing  current  policy 
concerns  in  the  area  of  retirement  policy  and  economics  of  transfer 
programs  for  the  elderly.  These  studies  are  intended  to  be  of  short 
duration,  to  be  directly  focused  on  the  current  issues  facing 
policymakers  and  their  advisers  in  and  out  of  government,  and  to 
develop  and  present  their  conclusions  in  a  fashion  accessible  and 
meaningful  to  these  policy  makers  and  advisers.  One  or  more 
of  the  following  high-priority  issues  will  be  studied:  effects  of 
changes  in  Old  Age  Survivors  and  Disability  Insurance  (OASDI)  on 
Disability  Insurance;  transfers  within  OASDI;  private  pension 
response  to  social  security,  and  the  implications  of  potential 
increases  in  the  labor  supply  of  the  elderly  on  the  labor  market. 
The  growth  of  social  security  payments  from  1.3%  of  the  Gross 
National  Product  in  1956  to  5%  in  1981  indicates  the  critical 
importance  of  improved  information  in  an  area  that  is  and  will  be 
the   subject  of  intense  scrutiny  and  debate  in  coming  decades. 

ASPE  is  responsible  for  overall  development  of  policy  alternatives 
in  the  area  of  Long-Term  Care.  In  this  role,  my  staff  will  provide 
support  to  the  Department's  Long-Term  Care  Working  Group  recently 
created  by  the  Secretary  to  develop  for  the  FY  1984  budget  an 
initiative  which  permits  an  array  of  long-term  care  services, 
recognizes  family  responsbility ,  and  helps  assure  quality  of  care. 
FY  1983  research  will  examine  methods  of  financing  long-term  care 
that  increase  consumer  choice,  cost-consciousness  and  control  over 
services.  My  staff  will  continue  to  coordinate  the  Channeling 
Demonstrations  which  are  testing  assessment  and  case  management 
systems  in  an  effort  to  determine  whether,  for  the  same  or  less 
cost,  patients  can  be  kept  out  of  nursing  homes  if  they  are  given 
necessary  services  in  their  own  home  or  in  the  community. 

Conclusion 

In  this  era  of  constrained  budgets,  policymakers  are  faced  with 
difficult  decisions  regarding  the  allocation  of  scarce  resources.  It 
has  become  increasingly  important  to  have  information  that  will 
allow  for  informed  decisions.  The  Policy  Research  appropriation 
will  continue  to  provide  Federal  policymakers  with  timely  informa- 
tion  which   will    in    turn    contribute    to    future   policy  decisions. 
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Mr.  Natcher.  Would  you  like  to  highlight  your  statement  or  go 
right  to  the  questions? 
Dr.  Rubin.  I  would  like  to  summarize  my  statement,  if  I  might. 
Mr.  Natcher.  Go  right  ahead. 

Dr.  Rubin.  Thank  you.  I  am  here  to  speak  in  support  of  the  Ad- 
ministration's fiscal  year  1983  budget  request  for  policy  research. 
This  line  item,  for  which  we  seek  $14.7  million  in  the  coming  fiscal 
year,  represents  the  one  source  available  to  the  Secretary  which 
allows  relatively  swift  development  of  policy  relevant  data. 

I  would  hasten  to  point  out  that  consistent  with  overall  Adminis- 
tration policy,  this  Policy  Research  request  for  fiscal  year  1983  is 
$2  million  or  12  percent  less  than  the  1982  request  and,  in  fact,  is 
consistent  with  a  steady  decline  in  funding  over  the  past  five  years. 

I  would  also  like  to  emphasize  that  the  strategy  of  this  Adminis- 
tration in  the  area  of  policy  research  is  to  shift  funding  from  large- 
scale  multi-year  projects  and  experiments  to  smaller,  more  tightly 
focused  studies  immediately  applicable  to  ongoing  or  predictable 
policy  concerns.  One  example  of  this  is  a  decision  to  fund  in  fiscal 
year  1982  and  fiscal  year  1983  a  series  of  activities  geared  toward 
learning  more  about  retirement  decision-making. 

We  have,  however,  taken  advantage  of  the  extensive  work  al- 
ready done  in  areas  like  Welfare  Administration — monthly  report- 
ing and  retrospective  accounting — and  the  Rand  Health  Insurance 
Experiment.  In  the  case  of  the  latter,  in  particular,  research  re- 
sults have  provided  insights  which  have  aided  the  development  of  a 
health  competition  proposal  in  a  number  of  ways,  including: 
Impact  of  cost  sharing  on  health  care  utilization;  effect  of  prepaid 
practices  on  cost  and  quality  of  care;  effect  on  utilization  of  in- 
creased consumer  choice  of  health  plans. 

Other  areas  of  exploration  which  may  be  of  particular  interest  to 
the  Committee  include:  four  interrelated  studies  in  the  area  of 
health  competition — primarily  efforts  to  identify  innovative  trends 
in  the  private  sector  and  their  potential  for  reducing  the  inflation- 
ary spiral  in  health  care;  welfare  to  work  studies  which  seek  to  dis- 
cover the  most  effective  techniques  for  promoting  unsubsidized  em- 
ployment in  the  private  sector;  and  directed  transfer  policy  studies 
which  assess  the  effects  of  government  transfer  programs  and  de- 
velop strategies  that  rely  more  on  private  support  and  less  on 
public  support  programs  to  reduce  poverty. 

I  will  be  happy,  Mr.  Chairman,  to  answer  any  questions  which 
you  might  have. 

FISCAL  1983  BUDGET  REQUEST 

Mr.  Natcher.  You  are  requesting  an  increase  of  $1,278,000  for 
fiscal  year  1983.  That  is  about  a  10  percent  increase  over  1982. 
Why  can't  you  get  along  on  the  same  amount  that  you  had  in  1982, 
Doctor? 

Dr.  Rubin.  Mr.  Chairman,  unfortunately  we  have  some  built-in 
cost  increases  over  which  we  have  no  control.  For  example,  we 
have  a  pay  raise  increase  of  some  $42,000;  administrative  cost  in- 
creases of  some  $306,000,  and  as  you  know  from  other  delibera- 
tions, increases  in  the  cost  of  projected  grants  of  some  $950,000.  In 
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essence,  in  order  to  keep  our  current  services  level  we  need  the  in- 
crease of  roughly  $1.3  million. 

Mr.  Natcher.  Doctor,  this  $950,000  that  you  just  mentioned,  you 
say  is  a  built-in  increase.  Explain  that  a  little  better  to  the  Com- 
mittee. What  do  we  have  here,  Doctor? 

Dr.  Rubin.  The  increase  partially  will  offset  the  effects  of  infla- 
tion in  this  account.  In  the  past  policy  research  didn't  request 
built-in  cost  of  living  increases  in  its  budget  request  and  therefore 
it  has  absorbed  the  increased  costs  resulting  from  inflation  in  its 
base.  What  this  has  done  in  previous  years  is  actually  reduce  the 
appropriation  in  real  terms. 

However,  the  request  for  built-in's  in  fiscal  year  1983  will  pre- 
vent any  further  erosion  of  funds.  In  addition,  the  built-in  increases 
requested  will  allow  the  performance  of  select  high-priority  re- 
search in  the  areas  of  health  competition,  retirement  policy  and 
welfare  policy  which  otherwise  would  likely  have  to  be  deferred. 

I  should  like  to  point  out,  Mr.  Chairman,  that  in  the  past  four 
years  we  have  seen  our  budget  decline  from  $29  million  in  1978  to 
our  current  level. 

Mr.  Natcher.  If  the  $950,000  is  not  approved,  what  will  happen 
to  the  program? 

Dr.  Rubin.  We  would  have  to  cinch  in  our  belt  a  little  tighter, 
Mr.  Chairman,  and  identify  projects  to  be  deferred. 

DEPARTMENTAL  RESEARCH  AND  DEMONSTRATION  PROJECTS 

Mr.  Natcher.  Besides  the  policy  research  appropriation,  how 
much  is  available  to  the  Secretary's  office  for  conducting  research? 

Dr.  Rubin.  This  is  the  only  account  that  is  directly  available  to 
the  Secretary  for  policy  relevant  research  studies. 

Mr.  Natcher.  For  the  record,  provide  a  list  of  all  research  and 
demonstration  funds  within  the  Department  and  show  the  amounts 
for  1982  and  1983. 

[The  information  follows:] 

HHS  Fiscal  Year  1982-1983  Research  and  Development  Activities 

A  summary  listing  of  the  research  and  demonstration  funds  within  the  Depart- 
ment is  provided  below: 

SUMMARY 

[In  millions  of  dollars] 

Estimate 
1982  1983 


Total  HHS   3,973.2  4,118.7 


Health  Care  Financing  Administration   29.5  30.0 

Human  Development  Services   1  60.1  1  57.3 

Office  of  the  Secretary   13.4  14.7 

Social  Security  Administration   20.8  25.4 


Public  Health  Service   3,849.4  3,991.3 

Alcohol,  Drug  Abuse  and  Mental  Health  Administration  2   256.4  288.7 

Center  for  Disease  Control   68.2  73.7 

Food  and  Drug  Administration   72.7  74.7 

Health  Resources  Administration  ,   2.0  
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SUMMARY— Continued 

[In  millions  of  dollars] 


Estimate 

1982 

1983 

Health  Services  Administration  

National  institutes  of  Health 3  

Office  of  the  Assistant  Secretary  for  Health  4  

  3.2 

  3,427.4 

  19.5 

1.3 
3,533.3 
19.6 

1  Includes  National  Institute  for  Handicapped  Research,  currently  in  Department  of  Education. 

2  Excludes  training. 

3  Excludes  training,  construction  and  disease  control. 

4  Includes  National  Center  for  Health  Statistics. 


NUMBER  OF  POLICY  RESEARCH  PROJECTS 

Mr.  Natcher.  How  many  individual  policy  research  projects  are 
being  supported  this  year? 

Dr.  Rubin.  Roughly  16  or  17.  We  can  supply  the  precise  amount 
for  the  record. 

[The  information  follows:] 

Policy  Research  Projects 

There  will  be  eleven  (11)  projects  funded  out  of  the  fiscal  year  1982  Policy  Re- 
search Budget.  A  breakout  of  these  projects  is  provided  below: 

I.  Income  Security  and  Employment. — Workfare/ Welfare  Administration  Studies; 
Retirement  Policy  Studies;  Welfare  Policy  Studies;  Transfer  Policy  Studies;  and 
Income  Maintenance  Experiments. 

II.  Health. — Health  Insurance  Experiments;  and  Competition  Research. 

III.  Human  Services. — Long  Term  Care;  and  Disability  and  Social  Services. 

IV.  Support  Services. — Computer  Support;  and  Statistical  Studies. 

Mr.  Natcher.  Based  on  your  budget  request  of  $14,718,000,  how 
much  is  for  new  projects  and  how  much  is  for  continuation  of  exist- 
ing projects? 

Dr.  Rubin.  We  would  spend  roughly  two-thirds  of  our  budget  re- 
quest on  continuation  projects  and  the  remaining  one-third  on  new 
projects.  I  might  add  that  this  is  a  marked  change  from  the  trend 
of  previous  years.  For  example,  in  1980,  over  97  percent  of  our 
budget  request  was  for  continuation  projects,  multi-year  funded 
projects.  As  I  outlined  in  my  opening  statement,  we  are  developing 
more  tightly  focused  studies  which  are  more  responsive  to  the 
policy  needs  of  the  Secretary. 

WELFARE  REFORM  PROJECTS 

Mr.  Natcher.  What  activities  do  you  have  now  going  on  in  the 
area  of  welfare  reform? 

Dr.  Rubin.  Our  monthly  reporting  project  which  is  coming  to  a 
close,  and  our  ongoing  workfare  projects  are  the  primary  policy  re- 
search activities  in  that  area. 

HEALTH  INSURANCE  EXPERIMENT 

Mr.  Natcher.  What  is  the  current  status  of  the  health  insurance 
experiment? 

Dr.  Rubin.  Well,  Mr.  Chairman,  the  health  insurance  experiment 
has  stopped  paying  claims  and  taking  on  new  subjects  as  of  Janu- 
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ary  of  this  year.  We  are  beginning  to  analyze  the  data.  A  recent 
report  in  the  December  17th  issue  of  the  New  England  Journal  of 
Medicine  summarized  some  of  the  study's  interim  findings.  We 
would  expect  the  remaining  years  of  the  study  would  be  taken  up 
by  analysis  of  data  and  public  use  tapes. 

Mr.  Natcher.  For  the  record,  summarize  the  major  results  of  the 
health  insurance  experiments. 

[The  information  follows:] 

Summary  of  Health  Insurance  Experiment 

A  total  of  7,706  participants  in  six  sites  have  taken  part  in  a  controlled  experi- 
ment related  to  cost  sharing  in  health  insurance  policies.  Most  participants  received 
care  from  the  physician  of  their  choice.  A  small  number  received  care  at  a  Health 
Maintenance  Organization;  results  relating  to  those  participants  are  not  reported 
here. 

The  families  were  assigned  in  an  unbiased  manner  to  insurance  plans  that  cov- 
ered a  broad  range  of  medical  services  but  varied  the  coinsurance  rate,  i.e.,  the  frac- 
tion of  its  medical  bills  that  the  family  must  pay.  This  out-of-pocket  expenditure 
was  subject  to  an  upper  limit  of  $1,000  per  year  or  5,  10,  or  15  percent  of  income, 
whichever  is  less.  In  general  the  same  coinsurance  rate  applied  to  all  services,  but 
in  one  plan,  a  95-percent  coinsurance  rate  applied  only  to  outpatient  services;  inpa- 
tient services  were  free.  Families  participated  for  3  or  5  years;  these  findings  are 
based  on  about  40  percent  of  the  data  that  will  ultimately  be  available. 

The  major  findings  to  date  include  the  following: 

(1)  Expenditure  per  person  responds  to  variation  in  cost  sharing.  It  is  about  50 
percent  greater  in  the  plan  with  no  cost  sharing  than  in  the  one  with  95  percent 
coinsurance  up  to  a  maximum  of  $1,000  in  any  one  year. 

(2)  The  variation  in  expenditure  across  plans  comes  from  variations  in  the  real 
quantity  of  services  consumed;  to  date  we  have  found  little  or  no  variation  in  price 
per  unit  of  service  as  a  function  of  plan. 

(3)  As  cost  sharing  declines,  the  percentage  of  individuals  seeking  care  rises,  as 
does  the  number  of  ambulatory  visits  per  user.  The  number  of  adults  hospitalized 
increases;  however  the  number  of  children  hospitalized  shows  no  systematic  rela- 
tionship to  plan.  Cost  per  person  hospitalized  does  not  appear  to  be  related  to  plan. 

(4)  The  response  of  the  lowest  third  and  highest  third  of  the  income  distribution  to 
the  insurance  plans  was  similar,  but  it  would  probably  have  been  greater  in  the 
lower  income  group  had  the  cost  sharing  not  been  income-related. 

(5)  Cost  sharing  for  only  ambulatory  services  (inpatient  services  free)  decreases 
hospital  admissions  among  adults  relative  to  free  care  and  does  not  appear  to  affect 
admission  rates  for  children. 

The  implications  of  these  findings  are  that: 

(1)  Cost  sharing  unambiguously  reduces  expenditures;  it  is  not  "penny- wise  and 
pound-foolish"  (with  respect  to  expenditure)  as  some  have  argued. 

(2)  If  income-related,  cost  sharing  causes  approximately  equiproportionate  reduc- 
tions in  use  among  different  income  groups. 

(3)  Cost  per  hospital  stay,  which  has  risen  much  faster  than  number  of  stays  in 
recent  years,  is  unlikely  to  be  much  affected  by  variation  in  cost  sharing  provided 
there  is  a  ceiling  on  out-of-pocket  expenditure  of  around  $1,000,  as  was  the  case  in 
this  experiment. 

(4)  Whether  the  additional  use  of  medical  services  that  is  induced  by  lower  cost 
sharing  is  necessary  or  unnecessary  in  not  yet  known.  In  all  likelihood,  it  represents 
a  mix  of  high-  and  low-benefit  services.  Extensive  measures  of  participants'  health 
status  have  been  made,  and  the  sample  size  should  ultimately  be  adequate  to  identi- 
fy nontrivial  differences  in  health  status  that  the  variation  in  cost  sharing  may 
have  induced. 

Mr.  Natcher.  When  will  the  health  insurance  experiment  be 
completed,  Doctor? 
Dr.  Rubin.  We  expect  it  would  be  completed  in  1985,  fiscal  1985. 
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POVERTY  RESEARCH  CENTER  GRANT 

Mr.  Natcher.  Doctor,  in  the  review  of  grant  applications  for  the 
Institute  for  Research  on  Poverty  last  spring,  which  institution  re- 
ceived the  highest  ranking  by  the  reviewers? 

Dr.  Rubin.  My  recollection  is  that  it  was  the  University  of  Wis- 
consin. 

Mr.  Natcher.  Doctor,  on  what  date  was  the  grant  award  to  be 
announced  under  the  terms  of  the  request  for  proposals  that  the 
Department  published  November  21,  1980? 

Dr.  Rubin.  I  don't  know  the  precise  date. 

Mr.  Natcher.  Put  it  in  the  record  for  us,  please. 

[The  information  follows:] 

Poverty  Research  Center 

The  announcement  for  the  Poverty  Research  Center  Grant  was  issued  in  the  Fed- 
eral Register  on  November  21,  1980  and  indicated  that  a  grant  was  to  be  awarded 
on  approximately  April  1,  1981. 

Mr.  Natcher.  On  what  date  was  the  award  made? 
Dr.  Rubin.  There  was  no  award  made. 

Mr.  Natcher.  What  was  the  reason  for  the  Department's  failure 
to  award  the  grant? 

Dr.  Rubin.  As  you  indicated  the  grant  announcement  was  pub- 
lished November  21,  1980.  As  you  are  aware  that  was  prior  to  the 
onset  of  this  current  Administration.  At  the  time  of  my  confirma- 
tion by  the  Senate  on  June  2,  1981,  I  obviously  reviewed  all  pend- 
ing grant  announcements  and  awards.  As  I  indicated  in  my  open- 
ing statement  it  is  the  view  of  the  Department  now  that  policy  re- 
search studies  ought  to  focus  on  short  term  policy  relevant  activi- 
ties. 

The  Institute  for  Poverty  Research  at  the  University  of  Wiscon- 
sin has  received  from  the  federal  government  some  $21  million 
since  fiscal  1966  and  we  felt  that  this  was  not  in  keeping  with  the 
direction  that  we  wanted  the  policy  research  program  to  proceed. 
For  this  reason,  I  chose  not  to  award  the  grant. 

Mr.  Natcher.  Doctor,  we  want  you  and  your  associates  to  know 
that  we  appreciate  your  appearance  before  the  committee  at  this 
time  in  behalf  of  our  budget  request  for  the  fiscal  year  1983. 

This  concludes  the  hearings  on  the  Department  of  Health  and 
Human  Services  for  the  fiscal  year  1983,  and  also  for  supplemental 
requests  that  were  considered  as  we  went  along. 

Mr.  Itteilag,  you  could  inform  the  Secretary  that  the  hearings 
were  generally  good.  We  appreciate  it. 

Mr.  Itteilag.  I  will  do  that,  Mr.  Chairman.  We  appreciate  the 
consideration  by  you  and  the  members  of  the  committee. 

Mr.  Natcher.  Tomorrow  we  will  take  up  the  Department  of  Edu- 
cation beginning  at  10  o'clock  and  the  committee  will  now  adjourn 
until  that  time. 
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DEPARTMENTAL  MANAGEMENT 


1983  Estimate  Page 

Pos.  Appropriation  Number 

General  Departmental 

Management                        3,538  $158,969,000  1 

Office  of  the  Inspector 

General                            1,026  82,240,000  79 

Off ice  for  Civil  Rights. .      524  19,163,000  107 

Policy  Research....                 15  14,718,000  131 

General  Provisions     —  149 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
DEPARTMENTAL  MANAGEMENT 
General  Departmental  Management 


FY  1983  Budget  Page 

Appropriation  language   2 

Amounts  available  for  obligation   3 

Summary  of  changes   5 

Derivation  of  FY  1982  funding  levels   j 

Budget  authority  by  activity   8 

Budget  authority  by  object   9 


Table  of  estimates  and  appropriations 
Justification: 

A.  General  statement  

B.  Departmental  direction: 


(1)  Executive  direction   j.8 

(2)  Public  affairs   27 

(3)  Management  and  budget   30 

(4)  Personnel  administration   1^ 

(5)  Field  management   i^g 

(6)  General  counsel   52 

C.    Departmental  operations: 

(1)  Facilities  engineering   57 

(2)  Administrative  services   60 

(3)  Grants  payment  system   62 

(4)  Regional  services   6k 

(5)  Employee  systems  center   67 

(6)  Legal  services   71 

Estimates  of  consultant  services   77 


93-481    0—82  73 
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2 

DEPARTMENTAL  MANAGEMENT 
General  Departmental  Management 

For  expenses  not  otherwise  provided,  necessary  for  general 
departmental  management,  including  hire  of  six  medium  sedans, 
^140,678,0007  $158,969,000,  together  with  not  to  exceed 
$8,000,000  to  be  transferred  and  expended  as  authorized  by 
section  201(g)(1)  of  the  Social  Security  Act  from  any  one  or 
all  of  the  trust  funds  referred  to  therein. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES  3 
DEPARTMENTAL  MANAGEMENT 
GENERAL  DEPARTMENTAL  MANAGEMENT 


Amounts  Available  for  Obligation 


1982  1983 
1981  Actual        Estimate  Estimate 

Appropriation  $126,468,000     $140,156,000  $158,969,000 

Appropriation  rescinded   -300,000  - —   


Subtotal,  adjusted  appropriation   126,168,000       140,156,000  158,969,000 

Real  transfers  from: 


Departmental  Management, 
"Office  of  the  Inspector 

General"   3,800,000 

Departmental  Management, 

"Policy  Research"   700,000 

Comparative  transfer  to: 

Departmental  Management, 
"Office  of  the  Inspector 

General"   -222,000 


Comparative  transfers 
from: 

Department  of  Education: 

Office  of  Special  Education 
and  Rehabilitation  Services, 
"Rehabilitation  Services  and 
Handicapped  Research"  for 
grant,  financial  management, 
personnel  and  other-  adminis- 
trative functions   786,000  826,000 

Departmental  Management, 
"Salaries  and  Expenses"  for 
Southwest  Training  Center   173,000 

Department  of  Health  and 
Human  Services: 

Social  Security  Adminis- 
tration, "Limitation  on 
Administrative  Expenses" 
for  regional  personnel 

servicing  functions   5,546,000 
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Health  Services  Administration, 
"Health  Services"  for 
regional  personnel 

servicing  functions   180,000 

Health  Services  Administration, 
"Indian  Health  Services" 
for  regional  personnel 

servicing  functions   360,000 

National  Institutes  of  Health, 
"National  Institutes  of 
Health  Management  Fund"  for 
audit  resolution  functions...  173,000 

Human  Development  Services, 
"Services  to  Selected 
Groups"  for  Veterans 

Affairs  function   51,000  80,000 


Subtotal,  adjusted  budget 

authority   $137,715,000       141,062,000  158,969,000 

Receipts  and  reimbursements 
from: 

Trust  funds   11,800,000          7,680,000  8,000,000 

Unobligated  balance 

lapsing   -2,509,000   —   — 

Total  obligations"/   $147,006,000       148,742,000  166,969,000 


1/  Excludes  the  following  amounts  for  reimbursable  activities  carried  out  by 
this  account:    FY  1981  -  $17,938,000  and  48  positions;  FY  1982  - 
$22,319,000  and  48  positions;  FY  1983  -  $19,186,000  and  48  positions. 
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Summary  of  Changes 


1982  Estimated  budget  authority   $141,062,000 

1983  Estimated  budget  authority   158,969,000 

Net  change   +17,907,000 


1982  Base 
Pos.  Amount 


Change  from  Base 


Pos. 


Amount 


Increases : 

A.  Built-in: 

1.  Annualization  of  FY 

1982  pay  increase  

2.  Career  ladder  promotions 

and  within  grade  step 
increases  

3.  Increases  in  freight 

shipment  rates  .  

4.  Increases  for  space  and 

building  management  

5.  Increases  in  telephone 

rates  

6.  Increases  in  postage 

rates  

7.  Other  administrative  cost 

increases  (ADP,  printing 
supplies,  equipment  and 

other  services)  

Subtotal  

B.  Program: 

1.  Implement  document 

control  tracking 
system  

2.  Maintain  imple- 

mentation of 

Standard  Accounting 

System.  1   123 


  $109,750,000  — 

  109,750,000  — 

  202,000   

  12,595,000   

— ■  1,580,000   

  1,130,000   

  16,566,000   


—  200,000 


6,812,000 


+$7,092,000 

+1,628,000 
+17,000 

V7, 187,000 
+615,000 
+113,000 

+760,000 


y 


  +17,412,000 


+152,000 


+203,000 


1/  This  represents  the  full  amount  required  in  FY  1983  to 

fund  the  October  1981  pay  raise  and  the  lifting  of  the  executive 
pay  cap.    No  funds  are  included  in  the  FY  1982  column  of  this 
budget  for  pay  increases,  and  consideration  will  be  given  to  this 
requirement  in  March  1982. 
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Summary  of  Changes  -  continued 


1982  Base 


Change  from  Base 
Bos.  Amount 


Pos.  Amount 


3.  Provide  ADP  support  for 
Department ' s  new  grants 
payment  system  


53 


2,793,000  - — 


+410,000 


4.  Personnel/payroll  special 

projects  

Subtotal  

Total  increases  


468 


18,616,000 


—  +19,105,000 


+1,693,000 


+928,000 


Decreases ; 
Program: 

1.  Position  reductions 
reflecting  continuing 
Department-wide 

program  modifications  3,822     148,742,000    -284  -1,198,000 

Subtotal     —    -1,198,000 


Net  change       -284  +17,907,000 
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Budget  Authority  by  Activity 


1981 
Actual 


1982 
Estimate 


1983 
Estimate 


Pos. 

Amount 

Pos, 

Amount 

Pos. 

Amount 

Departmental  Direction: 

Executive  Direction: 

Secretary  and  Under 

122 

§  5,057,000 

122 

$5,068,000 

122 

$5,645,000 

Assistant  Secretary 

45 

1,546,000 

45 

1,568,000 

45 

1,748,000 

Assistant  Secretary 
for  Planning  and 

150 

6,273,000 

126 

5,590,000 

112 

6,066,000 

317 

12,876,000 

293 

12,226,000 

279 

13,459,000 

46 

2,236,000 

46 

2,223,000 

46 

2,341,000 

Management  and  Budget. 

453 

20,438,000 

453 

20,284,000 

453 

21,627,000 

Personnel  Administra- 

233 

8,581,000 

233 

8,536,000 

220 

9,502,000 

Pield  Management...... 

218 

9,468,000 

218 

9,282,000 

165 

9,998,000 

58 

2,066,000 

58 

1,999,000 

58 

2,448,000 

Subtotal,  Depart- 
mental Direction... 

1,325 

55,665,000 

1,301 

54,550,000 

1,221 

59,375,000 

2.    Departmental  Operations: 

Facilities  Engineering: 

Facilities  Engineering  259 

SLUC  (GSA  Space  Rent) .  — 

Administrative 
Services   80 

Grants  Payment  System.  53 

Regional  Services  1,257 


Employee  Systems 
Center  


235 


Legal  Services   641 


10,027,000 
13,652,000 

2,761,000 
2,794,000 
34,128,000 

10,049,000 
20.439.000 


258 


53 
1,255 


235 
640 


10,031,000 
13,881,000 

2,811,000 
2,793,000 
34,152,000 

10,080,000 
20,444,000 


242 

80 
53 
1,149 

211 
582 


10,699,000 
21,586,000 

3,003,000 
3,450,000 
36,387,000 

11,120,000 
21,349,000 


Subtotal,  Depart- 
mental Operations...  2,525  93,850,000 

Total  Obligations   3,850  149,515,000 

Less:    Trust  Fund  Transfer.  —  -11,800,000 


2,521  94,192,000 
3,822  148,742,000 
  -7,680,000 


2,317  107,594,000 
3,538  166,969,000 
  -8,000,000 


Total,  Budget  Authority         3,850    $137,715,000     3,822    $141,062,000     3,538  $158,969,000 
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Budget  Authority  by  Object 


1  Qft? 

Estimate 

Estimate 

Increase 

or 
Decrease 

Total  number  of  permanent 

3,822 

3,538 

-284 

Full-time  equivalent  of  all 

458 

410 

-48 

Total  compensable  workyears. 

3,843 

3,795 

-48 

Personnel  compensation: 

$91,684,000 

$99,212,000 

+$7,528,000 

Positions  other  than 

6,670,000 

6,071,000 

-599,000 

Other  personnel 

2,066,000 

2,113,000 

+47,000 

Subtotal,  personnel 

100,420,000 

107,396,000 

+6,976,000 

9,330,000 

9,984,000 

+654,000 

Benefits  for  former 

67,000 

135,000 

+68,000 

Travel  and  transportation 

2,952,000 

2,952,000 

_ 

Transportation  of  things.... 

202,000 

219,000 

+17,000 

Rent,  communications 

6,610,000 

7,250,000 

+640,000 

Standard  level  user 

12,595,000 

19,782,000 

+7,187,000 

Printing  and  reproduction... 

1,331,000 

1,374,000 

+43,000 

12,777,000 

15,292,000 

+2,515,000 

1,454,000 

1,508,000 

+54,000 

1,004,000 

1,077,000 

+73,000 
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Increase 
1982  1983  or 
 Estimate  Estimate  Decrease 

Total,  obligations  by 

object                                      148,742,000  166,969,000  +18,227,000 

Less:    Trust  fund 

transfers                                   -7,680,000  -8,000,000  -320,000 

Budget  authority 

by  object                                  141,062,000  158,969,000  +17,907,000 

(Consultant  Services)                  (8,929,000)  (9,132,000)  (+203,000) 


1161 


GENERAL  DEPARTMENTAL  MANAGEMENT 


FY  1973: 
Appropriation. . 
SSA  transfer... 
FDA  transfer... 


Budget 
Estimate 
to  Congress 


House 
Allowance 


Senate 
Allowance 


Appropriation 


$86,025,000    $86,661,000    $86,661,000  $86,661,000 
6,863,000       6,863,000       6,863,000  6,863,000 
29,000  29,000  29,000  29,000 


FY  1974: 
Appropriation. . 
SSA  transfer... 
FDA  transfer. . . 


80,721,000 
5,420,000 
29,000 


78,904,000 
5,420,000 
29,000 


75,034,000 
5,420,000 
29,000 


75,034,000 
5,420,000 
29,000 


FY  1975: 
Appropriation. 
SSA  transfer.. 
FDA  transfer.. 


101,937,000     98,027,000      84,847,000  88,164,000 
7,785,000       7,785,000       7,785,000  7,785,000 
29,000  29,000  29,000  29,000 


FY  1976: 
Appropriation. 
SSA  transfer. . 


104,162,000 
6,258,000 


99,266,000 
6,258,000 


97,641,000 
6,258,000 


97,641,000 
6,258,000 


FY  1977: 
Appropriation. 
SSA  transfer.. 


127,747,000    127,747,000    125,313,000  125,313,000 
5,992,000       5,992,000       5,992,000  5,992,000 


FY  1978: 
Appropriation. 
SSA  transfer.. 


134,159,000    128,028,000    129,208,000  129,208,000 
5,903,000       5,903,000       5,903,000  5,903,000 


FY  1979: 
Appropriation, 
SSA  transfer., 


132,905,000    132,767,000    131,980,000  131,980,000 
6,890,000       6,890,000       6,890,000  6,890,000 


FY  1980: 
Appropriation. , 
SSA  transfer. . , 


137,457,000    134,810,000    135,010,000  135,010,000 
5,903,000       8,000,000       8,000,000  8,000,000 


FY  1981: 
Appropriation, 
SSA  transfer.. 


138,831,000    138,015,000    137,715,000  137,715,000 
8,000,000      11,800,000      11,800,000  11,800,000 


FY  1982: 
Appropriation. 

SSA  transfer. , 


147,613,000    147,162,000    147,162,000  141,062,000 

(141,312,000)1/ 
8,000,000       8,000,000       8,000,000  7,680,000 


FY  1983 
Appropriation. , 
SSA  transfer.., 

1/   Fiscal  Year 
reduction  as 


158,969,000 
8,000,000 

1982  appropriation  without  specified  percentage 
;  included  in  P.L.  97-92. 
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General  Departmental  Management 

Authorizing  legislation  -  Reorganization  Plan  No.  1  of  1953 


FY  1982  Increase 
Current  or 
Estimate "  FY  1983  Estimate  Decrease 


Budget  Author i-  Budget  Budget 

Pos.  Authority  zation     Pos.    Authority    Pos.  Authority 

Depart- 
mental 

Direc-  Indef i— 

tion.. .1,301  $  54,550,000    nite     1,221  $  59,375,000    -80  +$4,825,000 

Depart- 
mental 

Opera-  Indef  i- 

tions . .2,521     94,192,000    nite     2,317    107,594,000  -204  +13,402,000 

Total.. 3, 822    148,742,000  3,538    166,969,000  -284  +18,227,000 

Less: 
Trust 
Fund 
Trans- 
fer...   -7, 680, 000    -8,000,000    -320,000 

Total 
Budget 
Autho- 
rity... 3,  822    141,062,000  3,538    158,969,000  -284  +17,907,000 


General  Statement 

The  General  Departmental  Management  appropriation  supports  two 
basic  categories  of  activities:  1)  those  closely  associated  with 
the  Secretary's  roles  as  a  policy  officer  and  general  depart- 
mental manager,  and  2)  specialized  staff  services  which  are 
performed  for  the  operating  divisions  of  the  Department  on  a 
centralized  basis  to  achieve  economy  of  scale  and  eliminate 
duplication  of  effort. 
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The  FY  1983  budget  authority  request  is  $158,969,000  and  3,538 
positions,  a  decrease  of  284  positions  and  an  increase  of 
$17,907,000  above  the  FY  1982  comparable  level. 

The  increase  of  $17,907,000  reflects  program  increases  of 
$1,693,000,  program  decreases  of  $1,198,000  and  built-in  cost 
increases.    Authority  is  also  requested  to  transfer  $8,000,000 
from  the  Social  Security  Trust  Funds  for  an  FY  1983  total 
obligation  request  of  $166,969,000. 

The  reduction  of  284  positions,  approximately  7%  below  the 
FY  1982  level,  continues  implementation  of  the  Administration's 
initiative  to  reduce  the  number  of  Federal  employees. 
Estimated  staff  years  expended  in  this  account  have  been 
lowered  steadily  since  1981,  reflecting  the  impact  program 
modifications  and  eliminations  have  had  on  the  direction  and 
operation  support  provided  by  General  Departmental  Management. 
However,  the  requested  increase  of  $1,693,000  for  automated 
data  processing  improvements  and  the  management  efficiencies 
are  essential  to  the  successful  accomplishment  of  a  large 
portion  of  these  staff  reductions, 

The  program  increases  requested  are  as  follows: 


o    Document "  Contr ol "  Tf  acking "  Sys tern .    An  increase  of 

$152,000  is  requested  in  order  to  expand  and  improve  the 
document  control  tracking  system  in  the  Office  of  the 
Secretary  and  Under  Secretary  and  participating  operat- 
ing divisions  of  the  Department  which  will  track  corres- 
pondence, regulations,  internal  memoranda,  and  other 
documents  flowing  to  and  from  the  Secretary's  office. 
This  system  will  provide  greater  efficiency  through  the 
reduction  of  similar  systems  throughout  the  participa- 
ting operating  divisions  and  the  ability  to  track  the 
status  of  correspondence  or  documents  throughout  the 
Department. 

o    Standard  Accounting  System.    An  increase  of  $203,000 
is  requested  to  maintain  scheduled  implementation  and 
extension  of  the  Standard  Accounting  System  (SAS)  to 
other  parts  of  HHS.    The  SAS  will  produce  savings  after 
it  is  implemented  in  each  operating  division.    Delay  in 
the  implementation  of  this  system  would  result  in  a  loss 
of  savings  of  $250,000  -  325",  000  in  FY  1984  -  1985. 

o    Personnel  Administration  Automated  Data  Processing 
Projects.    An  increase  of  S383,000  is  requested  to 
support:  three  ADP  assisted  statistical/programmatic 
analysis  projects  in  order  to  continue  implementation 
and  refinement  of  the  Civil  Service  Reform  Act,  prevent 
and  defend  employment  discrimination  lawsuits  and  assess 
the  integrity  of  the  HHS  personnel  systems;  and  an  ADP 
application  which  will  improve  staff  productivity  in 
the  Grants  Appeals  Board. 
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o   Grants  Payment  System.    An  increase  of  $410,000  is 
requested  to  provide  ADP  processing  support 'for  the 
operation  of  the  Payments  Management  System  which 
supersedes  the  Departmental  Federal  Assistance 
Financing  System. 

o    Employee  System  Center.    An  increase  of  $545,000 
is  requested  for  three  projects  to  upgrade  the 
Department's  integrated  payroll/personnel  system. 
The  projects  will  permit  the  automation  of  tasks 
now  performed  manually,  provide  improved  accuracy, 
economy,  integrity,  and  speed  of  document  processing 
and  allow  the  requested  reduction  in  existing  staff. 

A  supplemental  request  to  support  the  costs  of  the 
January  1982  lifting  of  the  executive  pay  cap  (P.L. 
97-92)  and  the  October  1981  pay  raise  is  not  being 
requested  at  this  time.    0MB  has  determined,  due  to  the 
recent  enactment  of  all  the  Government  appropriation 
bills,  to  submit  any  necessary  supplementals  for  pay 
costs  in  the  spring.    Gf  the  $17,412,000  in  built- ins 
requested,  $7,092,000  is  associated  with  pay  raise 
costs. 


Regulations  Activities 

The  General  Departmental  Management  activity  performs 
regulatory  functions  of  two  types:    1)  the  development 
and  enforcement  of  regulations  in  order  to  comply  with 
legislation,  OMB  directives  and  departmental  requirements 
for  uniformity  of  procedures  and  2)  the  review  of  regula- 
tions to  determine  their  impact.    In  FY  1981,  in  line 
with  the  Administration's  complementary  goals  of  lessen- 
ing the  regulatory  burden  on  the  private  sector  and  the 
public  while  increasing  the  Department's  protection 
against  fraud,  waste  and  abuse,  the  emphasis  has  shifted 
to  simplifying  and  consolidating  regulations  and  to 
reviewing  regulations  with  the  objective  of  simplifica- 
tion in  mind. 

The  Office  of  the  Secretary  and  Under  Secretary,  Assistant 
Secretary  for  Planning  and  Evaluation,  Assistant  Secretary 
for  Public  Affairs,  and  the  General  Counsel  advise  the 
Secretary  on  all  regulations  being  developed.    In  addition, 
the  Assistant  Secretary  for  Management  and  Budget's  Office 
of  Procurement,  Assistance  and  Logistics  is  responsible 
for  the  development  and  enforcement  of  regulations  in  the 
area  of  finance  and  grants  management.    FY  1982  and  1983 
will  see  a  continuance  of  the  Department's  effort,  begun 
in  FY  1981,  to  simplify  and  consolidate  regulations  to 
eliminate  unnecessary  regulations  and  to  strengthen 
those  currently  susceptible  to  fraud,  waste  or  abuse. 
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The  Office  of  the  Secretary  and  Under  Secretary, 
Assistant  Secretary  for  Planning  and  Evaluation,  and 
General  Counsel,  and,  to  a  lesser  degree  the  other  staff 
divisions,  all  participate  in  the  review  of  proposed  or 
existing  regulations  in  order  to  determine  if  these 
regulations  will  have  any  impact  on  the  public,  State 
and  local  governments,  Congress,  or  the  effective 
management  of  the  Department. 

Since  early  1981,  the  Department  has  substantially 
accelerated  its  regulatory  review  activities.    The  most 
significant  single  regulatory  reform  effort  to  date  has 
been  the  promulgation  of  block  grant  regulations  designed 
to  eliminate  intrusive  and  unnecessary  Federal  red  tape. 
Several  hundred  pages  of  existing  regulations  were 
replaced  by  one  five  page  rule.    In  addition,  major 
reforms  in  Medicaid  and  AFDC  rules  have  been  made. 

At  present,  regulatory  relief  efforts  are  underway  under 
the  auspices  of  five  Seer e tar ially  established  task 
forces.    These  task  forces  cover  such  subject  areas  as 
hospital  deregulation,  FDA  new  drug  applications,  and 
State  administered  non-entitlement  programs.    Within  each 
area,  numerous  existing  regulations  are  under  scrutiny, 
with  reforms  expected  during  both  fiscal  year  1982  and 
1983. 

The  extent  of  GDM  regulatory  activities  for  FY  1981-1983 
is  shown  below: 


FY  1981  FY  1982  FY  1983 

 v  v  v  

Staffyears        Amount  Staff years        Amount  Staff years  Amount 
74        $2r664,000         64        $2,304,000         58  $2,088,000 


DEPARTMENTAL  DIRECTION 

The  policy  and  general  administrative  and  personnel 
management  role  of  the  Secretary  is  reflected  in  the 
"Departmental  Direction1*  portion  of  the  budget  which 
includes  $59,375,000  and  1,221  positions  in  FY  1983. 


1/Many  people  involved  in  this  effort  perform  review  and 
associated  regulatory  activities  as  a  minor  portion  of 
their  work  assignment.    As  such,  it  is  impossible  to 
identify  positions  performing  these  workloads. 
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o   Executive  Direction  encompasses  the  Immediate  Office 
of  the  Secretary  and  Under  Secretary;  staff  to  develop 
the  Department's  legislative  program;  and  staff  to 
coordinate  program  planning  and  evaluation. 

The  FY  1983  request  includes  a  program  increase  of 
$152,000  to  expand  and  improve  the  document  control 
tracking  system  in  the  Office  of  the  Secretary  and 
Under  Secretary  and  a  program  decrease  of  14 
positions  in  planning  and  evaluation  activities. 

o   The  Public  Affairs  activity  provides  the  public 

with  information  concerning  the  Department's  programs 
and  policies. 

o   The  Office  of  the  Assistant  Secretary  for  Management 
and  Budget  provides  oversight  of  the  Department's 
budget,  finance,  grants  and  procurement,  general 
administrative  management  and  information  management 
activities. 

The  FY  1983  request  includes  a  program  increase  of 
$203,000  to  continue  the  implementation  of  the 
Standard  Accounting  System. 

o   Personnel  Administration  provides  policy  direction 
for  all  personnel  management,  training,  career 
development,  and  equal  opportunity  activities  of 
the  Department. 

The  FY  1983  request  includes  a  program  increase  of 
$383,000  for  various  improvement  projects  and  a 
program  decrease  of  13  positions. 

o   Field  Management  includes  the  staff  of  the  10  Regional 
Directors  who  are  the  Secretary's  representatives  in 
the  regions. 

The  FY  1983  request  includes  a  program  decrease  of 
53  positions. 

o   The  General  Counsel  activity  provides  legal  services 
related  to  policy  and  general  management  of  the 
Department  as  a  whole.    Specific  legal  workloads 
performed  in  support  of  program  operations  in  the 
Department's  agencies  are  included  in  the  Departmental 
Operations  portion  of  the  budget  request  under  the 
Legal  Services  activity. 


DEPARTMENTAL  OPERATIONS 

The  administrative  service/operations  role  of  the 
Secretary  is  reflected  in  the  "Departmental  Operations" 


1167 


portion  of  the  budget  which  includes  $107,594,000  and 
2,317  positions  in  FY  1983.    The  Departmental  Operations 
portion  of  the  budget  includes  those  administrative 
activities  which  perform  service  workloads  on  a 
centralized  basis  for  organizations  of  the  Department. 

o    Facilities  Engineering  directs  all  facilities  operations 
within  the  Department;  guides  construction  by  organiza- 
tions receiving  Federal  funds;  and  conducts  a  program 
to  channel  U.  S.  Government  surplus  real  property  into 
health,  income  security  and  social  services  purposes. 

The  FY  1983  request  includes  a  program  decrease  of  16 
positions. 

o    Administrative  Services  provides  a  variety  of  general 
administrative  services  and  staff  support  to  the 
Office  of  the  Secretary  and  HHS  agencies  at  headquarters. 

o   The  Grants  Payment  System  serves  as  a  central  payment 
and  cash  control  point  in  the  Department  for  recipients 
of  HHS  awards.    The  system  functions  as  a  fiscal  inter- 
mediary, not  as  a  grant  awarding  office. 

Hie  FY  1983  request  includes  a  program  increase  of 
$410,000  for  ADP  support  for  the  Department's  improved 
Grants  Payment  System. 

o    The  Regional  Services  activities  provide  common 

administrative  services  including  personnel,  financial 
and  indirect  cost  negotiation  services  to  the  Depart- 
ment's regional  components. 

The  FY  1983  request  includes  a  program  decrease  of 
106  positions. 

o   The  Employee  Systems  Center  (ESC)  provides  central 
payroll  services  for  all  HHS  employees  and  personnel 
data  services  for  the  Department's  agencies. 

The  FY  1983  request  includes  a  program  increase  of 
$545,000  to  upgrade  the  ESC  operations  and  a  program 
decrease  of  24  positions. 

o   The  Legal  Services  activity  includes  the  legal  work- 
load associated  with  departmental  program  activities, 
which  include  all  of  the  program  support  divisions 
and  their  regional  counterparts  in  the  Office  of  the 
General  Counsel. 

The  FY  1983  request  includes  a  program  decrease  of 
58  positions. 


93-481    0—82  74 
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Executive  Direction 


1982 

Current  Increase  or 

Estimate  1983  Estimate  Decrease 


POS. 

Budget 
Authority 

Authori- 
zation 

Pes. 

Budget 
Authority 

Pos. 

Budget 
Authority 

Secretary/ 
Under 

Secretary. 122 

$5,068,000 

Indefi- 
nite 

122 

$5,645,000 



+$577,000 

Assistant 
Secretary 
for  Legis- 
lation.... 45 

1,568,000 

Indefi- 
nite 

45 

1,748,000 

+180,000 

Assistant 
Secretary 
for  Planning 
and  Evalu- 

5,590,000 

Indefi- 
nite 

112 

6,066,000 

-14 

+476,000 

Total....293 

$12,226,000 

279 

13,459,000 

-14 

+1,233,000 

General  Statement 


The  Executive  Direction  activity  includes  the  Office  of  the  Secretary/ 
Under  Secretary  and  those  staff  offices  which  assist  the  Secretary  in 
policy  formulation  and  direction  for  the  operating  programs  of  the 
Department.    This  activity  provides  direct  staff  support  to  the 
Secretary  and  Under  Secretary  as  well  as  supporting  the  development 
of  the  Department's  legislative  policy,  congressional  liaison,  and 
program  planning  and  evaluation. 

The  FY  1983  budget  request  is  for  279  positions,  14  positions  below 
the  FY  1982  level.  This  decrease  reflects  a  diminished  workload  in 
planning  and  evaluation  activities. 


1.    SECRETARY/UNDER  SECRETARY 


Purpose  and  method  of  operation  -  The  Office  of  the  Secretary  pro- 
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vides  leadership  and  policy  management  guidance  to  the  Department. 
The  FY  1983  budget  request  provides  the  level  of  staff  support 
necessary  for  the  Secretary  to  effectively  manage  the  Department; 
implement  Presidential  and  Congressional  directives  and  provide 
assistance,  direction,  and  coordination  to  headquarters,  regional, 
and  field  organizations  of  the  Department. 

Rationale  for  the  Budget  Request  -  Policy  formulation  and 
execution  require  intensive  review  and  attention  at  the 
Secretarial  level.    In  evaluating  the  many  aspects  of  new  and 
ongoing  issues  and  problems  arising  from  established  or  emerging 
policy,  the  Secretary  must  have  staff  at  his  disposal  to 
direct  effectively  policy  development,  coordinate  review,  and 
manage  departmental  activities. 

The  FY  1983  level  of  122  positions  will  permit  the  Office  of  the 
Secretary  to  effectively  perform  these  functions.    In  addition, 
$152,000  is  requested  in  order  to  expand  and  improve  the 
document  control  tracking  system  in  the  Office  of  the  Secretary 
and  participating  operating  divisions  of  the  Department  which 
will  track  correspondence,  regulations,  internal  memoranda,  and 
other  documents  flowing  to  and  from  the  Secretary's  office.  This 
system  will  provide  greater  efficiency  through  the  reduction  in 
duplication  of  similar  systems  throughout  the  participating 
operating  divisions  and  the  ability  to  track  the  status  of 
correspondence  or  documents  throughout  the  Department. 

FY  1982  accomplishments: 

In  FY  1982  the  Office  of  the  Secretary  and  Under  Secretary: 

o   Provided  policy  direction  to  and  coordinated  the  efforts  of 
the  operating  divisions  to  implement  the  provisions  of  the 
block  grant  programs; 

o    Instituted  a  new  "Fast  Track"  system  to  assure  quick  response 

to  issues  raised  by  governors  as  the  States  take  over  block 

grant  programs  and  to  respond  to  State-initiated  requests  for 
certain  regulatory  relief. 

o    Established  a  new  regulation  review  process  to  provide  prompt 
and  systematic  elimination  of  unnecessary  and  burdensome  rules 
and  to  replace  the  previous  piecemeal  approach  with  a  compre- 
hensive review  framework. 

o   Created  a  senior  management  Audit  Resolution  Council  to  resolve 
all  audits  over  six  months  old  as  of  September  30,  to  recover 
funds  identified  through  audit  activity  and  to  monitor  depart- 
mental progress  throughout  FY  1982  of  timely  resolution  of 
audit  findings. 

o   Revitalized  the  Department's  mechanisms  to  control  spending  and 
promote  efficient  resource  management  with  a  "management  by 
objectives"  system  used  to  set  and  track  measurable  goals  of  the 
Department. 
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o    In  conjunction  with  the  Public  Health  Service,  sucessfully 
transferred  the  PES  hospitals  to  community  operations  under 
the  Congressional  guidelines  contained  in  the  Budget  Recon- 
ciliation Act. 

Anticipated  FY  1983  accomplishments  include: 

o    Continuing  the  Administration's  objectives  to  find  new 
opportunities  to  restore  meaningful  control  to  the  States, 
reduce  regulatory  burdens  and  restrain  the  growth  in  Federal 
spending. 

o   Assisting  States  and  local  governments  in  the  implementation 
of  the  block  grants  and  other  measures  to  promote  the  least 
obtrusive  administration  of  Federal  programs. 

o    Intensifying  activities  to  establish  new  links  with  the 

private  sector  to  encourage  voluntary  efforts  bo  augment  the 
service  programs  of  the  Department. 

o   Continue  leadership  and  coordination  of  the  campaign  to  promote 
"wellness"  and  preventive  health  care  measures  and  thereby 
improve  the  health  of  the  American  people  and  help  control 
health  care  costs. 


2.    ASSISTANT  SECRETARY  FOR  LEGISLATION 


Purpose  and  method  of  operation  -  This  office,  with  an  authoriza- 
tion of  45  full-time  permanent  positions,  performs  the  following 
functions : 

o   Provides  guidance,  advice  and  assistance  on  the  Department's 
overall  legislative  program,  which  includes  the  internal 
departmental  process  of  development,  clearance  and  transmittal 
to  Congress  of  departmental  legislative  proposals. 

o   Assists  the  Office  of  the  Assistant  Secretary  for  Management 
and  Budget  in  relation  to  Congressional  presentation  and 
action  on  the  Department's  budget. 

o    Ensures  compliance  with  Congressional  requests  for  departmental 
witnesses  and  testimony  on  pertinent  legislative  and  oversight 
issues;  develops,  coordinates  the  preparation  of,  reviews  and 
obtains  clearance  of  such  testimony  or  position  statements;  and 
ensures  compliance  by  departmental  components  with  reporting  or 
other  requirements  resulting  from  Congressional  hearings. 
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o   Enhances  and  improves  liaison  services  to  Congress,  articulating 
departmental  policies,  priorities  and  views  on  legislation  to 
individual  Members  and  Congressional  committees;  disseminates 
legislative  program  information;  responds  to  constituent  casework 
inquiries;  advises  Members  of  Congress  of  departmental  grant  and 
contract  awards. 

o  Works  closely  with  the  Office  of  Intergovernmental  and  Congres- 
sional Affairs  in  providing  liaison  services  to  State  and  local 
governments,  as  well  as  public  and  private  interest  groups. 


Rationale  for  the  Budget  Request  -  The  FY  1983  budget  requests  45 
positions,  the  same  number  as  in  FY  1982,  and  an  increase  of  $205,000 
to  support  cost-of-living  adjustments  offset  by  a  decrease 
of  $25,000  reflecting  other  than  full-time  staff  reductions  of 
one  temporary  position  previously  utilized  to  perform  the  grants 
and  contract  award  notification  function  and  one  summer  employee. 

The  FY  1983  level  will  permit  the  Office  of  the  Assistant 
Secretary  for  Legislation  to  maintain  the  current  level  of  ser- 
vice in  both  internal  and  external  activities.    Internal  realign- 
ment of  staff  responsibilities  and  assignments  will  continue 
effective  performance  of  activities  related  to  major  new 
legislative  initiatives  or  special  Congressional  oversight  and/or 
regulatory  activities. 

FY  1982  accomplishments: 

In  FY  1982  the  Office  of  the  Assistant  Secretary  for  Legislation: 

o   Coordinated  preparations  for  approximately  100  Congressional 
hearings  on  legislative,  regulatory  and  oversight  * 
issues; 

o    Improved  the  process  of  providing  responses  to  written  and 
oral  Congressional  and  constituent  inquiries  through  reduc- 
tion in  response  time  and  by  assigning  Congressional  Liaison 
Specialists  the  responsibility  for  initiating  and  maintaining 
contacts  with  the  staffs  of  specified  Members  of  Congress  on 
an  on-going  basis; 

o    Improved  the  method  of  legal  research  and  fact-finding  in 
substantive  legislative  program  areas  to  provide  a  focal 
point  to  handle  requests  for  information  on  specific  program 
issues  and  to  alleviate  the  necessity  of  referring  routine 
inquiries  to  program  offices; 

o    Increased  staff  capability  to  provide  technical  assistance  to 
Congressional  Committee  Members  and  staff  during  consideration 
of  major  legislative  bills  in  order  to  ensure  that  departmental 
positions  are  effectively  presented  and  considered; 
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o    Increased  involvement  in  the  internal  budget  development  pro- 
cess in  order  to  effectively  respond  to  inquiries  related  to 
budget  levels  and  justifications  once  budget  proposals  are 
submitted  to  Congress;  and 

o    Improved  procedures  to  ensure  coordinated  departmental 
responses  to  Appropriations  and  Budget  Committees  requests 
for  information. 


Anticipated  FY  1983  accomplishments: 

During  FY  1983  the  Office  of  the  Assistant  Secretary  for  Legislation: 

o  Anticipates  a  moderate  increase  in  its  Congressional  casework/ 
constituent  inquiry  workload  resulting  from  membership  changes 
that  may  occur  following  Congressional  elections. 

o   Also  anticipates  a  short-term  workload  increase  in  responding 
to  public  inquiries  for  verbal  or  written  information  on 
legislative  proposals  and  Secretarial  policy  decisions  affecting 
departmental  programs  that  are  of  significant  public  interest. 

o   Will  also  continue  its  participation  in  the  development  of 
legislative  proposals  and  Congressional  presentation  of 
legislative  initiatives  in  the  areas  of  health  care  financing, 
human  services  and  health  care  discretionary  and  entitlement 
programs  funding. 

o  Will  continue  efforts  to  improve  the  implementation  process  of 
legislative  policy  so  as  to  ensure  compliance  with  mandates  of 
enacted  legislation,  including  reporting  requirements e 

o   Will  continue  its  Congressional  Liaison  outreach  activity  with 
Members'  staffs  in  order  to  provide  an  effective  system  of 
information  gathering  related  to  attitudes  and  concerns  of 
Members  of  Congress  on  specific  legislative  or  oversight  issues 
affecting  departmental  programs. 


3.    ASSISTANT  SECRETARY  FOR  PLANNING  AND  EVALUATION 
Purpose  and  method  of  operation: 

The  Office  of  the  Assistant  Secretary  for  Planning  and  Evaluation 
(ASPE)  provides  staff  support  for  policy  development  activities 
including: 

o   Analysis  and  development  of  policy  alternatives  and  legislation 
in  health,  social  services,  and  income  assistance  program  areas. 
Significant  results  from  all  policy  analysis  are  incorporated 
into  policy  recommendations  to  the  Secretary  and  other  key  offi- 
cials in  the  Department. 
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o   Formulation  of  the  Department 1  s  legislative  program. 

o    Setting  of  departmental  evaluation  policy,  coordination  and 
review  of  evaluation  activities  in  the  Department  and  conduct 
of  evaluations  on  a  broad  range  of  the  Department's  programs. 

o   Oversight  of  the  Department's  research  activities  for  the 
Secretary. 

o   Review  of  regulations  and  oversight  of  regulatory  analysis. 
Rationale  for  the  Budget  Request 

The  FY  1983  requested  staff  level  of  111  positions,  which 
represents  a  decrease  of  14  positions  from  1982  offset  by 
built-in  increases,  will  enable  ASPE  to  conduct  ongoing 
policy  planning  and  program  evaluation  activities.  This 
level  will  permit  continuing  development  of  policy  options 
for  Secretarial  consideration  which  includes:  development  of 
major  legislative  initiatives,  minor  reforms,  technical 
amendments  and  reauthorizations;  regulatory  analyses  to  iden- 
tify the  costs  of  regulations  and  suggest  alternative,  lower- 
cost  approaches  to  the  regulatory  process;  and  analysis  of 
alternative  administrative  service  delivery  and  finance 
approaches  to  achieve  greater  effectiveness  and  efficiencies 
in  departmental  programs. 

FY  1982  Accomplishments: 

Policy  Analysis  and  Development: 

o    Initiated  work  in  several  areas,  including  (1)  an  evalu- 
ation of  the  major  reforms  implemented  in  AFDC  effective 
October  1,  1981  (2)  development  of  a  model  to  simulate 
the  SSI  program  (3)  short-term  studies  examining  factors 
affecting  the  transition  from  welfare  to  work  and  assess- 
ing options  to  accelerate  this  transition  and  (4)  further 
studies  of  options  for  restructuring  Federal  and  State 
responsibility  for  assistance  programs,  including  studies 
of  the  feasibility  of  extending  block  grants  to  new  areas. 

o   Completed  the  major  portion  of  work  on  the  development  of 
short-,  medium-,  and  long-term  models  of  the  social 
security  system.    These  models  have  provided  support  for 
policy  development  regarding  the  short-  and  long-term 
financial  integrity  of  the  social  security  system. 

o   Developed  impact  estimates  of  several  alternative  legisla- 
tive options  as  part  of  the  Department's  endeavor  to  design 
a  pro-competition  health  care  legislative  strategy.  These 
options  consist  of  both  private  sector  and  public  sector 
reforms  in  methods  of  financing  health  care  expenditures 
with  the  goal  of  reducing  the  future  rate  of  growth  in 
health  expenditures. 
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Legislative  Fornulation; 

o    Prepared  the  Department's  legislative  program  and  partici- 
pated in  its  presentation  to  the  Office  of  Management  and 
Budget  and  the  Congress  in  several  increments. 

o    Sent  seven  draft  bills  embodying  the  policies  of  the  current 
Administration  to  the  Congress  and  subsequently  justified 
them  before  the  Congressional  Committees,  including  health 
competition  proposals  and  reauthorization  of  the  Refugee  Act; 
Cancer  Research  and  Control  Programs;  and  National  Heart, 
Lung  and  Blood  Institute. 

o    Submitted  legislation  to  Congress  to  establish  a  new  Child 
Welfare  Services  block  grant;  to  consolidate  additional 
programs  into  the  Primary  Care,  Maternal  and  Child  Health, 
and  Low-Income  Energy  Assistance  block  grants;  and  to 
modify  the  several  block  grant  statutes  to  allow  for 
more  effective  administration. 

Evaluation; 

o   Set  departmental  policy  for  evaluation  activities; 
prepared  the  annual  departmental  guidance  for  all  HHS 
evaluation;  provided  technical  assistance  to  other  HHS 
agencies  in  the  preparation  of  their  evaluation  plans; 
and  reviewed  and  negotiated  approvals  on  approximately 
20  agency  evaluation  plans. 

o   Prepared  the  Department's  evaluation  consultant  service 
ceiling  allocations  based  on  Administration  priorities 
and  conducted  oversight  of  the  ceiling's  implementation. 

o   Conducted  more  than  a  dozen  (six  month  long)  short  term 
evaluation  studies  and  completed  one  phase  of  a  major 
initiative  on  the  Department's  implementation  of  Civil 
Service  Reform. 

Research  Management; 

o   Reviewed  research  plans  of  the  Department's  agencies  to 
eliminate  potential  gaps  and  overlaps  and  establish 
research  priorities  in  the  context  of  constrained  budgets. 

o   Conducted  a  review  of  the  NIH  intramural  program. 

Regulatory  Review; 

o    Reviewed  all  new  or  revised  HHS  regulations  for  consistency 
with  regulatory  reform  goals  (Executive  Order  No.  12291). 
In  many  cases  ASPE  identified  options  which  would  reduce 
unnecessary  burdens  and  maximize  resources  available  to 
grantees  for  service  delivery. 
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Anticipated  FY  1983  accomplishments: 
Policy  Analysis  and  Development; 

o   Hie  Office  of  Income  Security  Policy  (ISP)  will  complete 
the  new  studies  on  AFDC  reforms  and  welfare- to-work, 
and  continue  work  on  the  SSI  simulation  model.    ISP  will 
develop  legislative  recommendations  based  on  modelling 
efforts  and  the  studies'  conclusions. 

o    ISP  will  continue  work  on  the  Social  Security  models  and 
on  the  adaptation  of  existing  dynamic  micros imulat ion 
models  for  application  specific  to  the  policy  concerns 
of  ASPE. 

o   The  Office  of  Health  Planning  will  continue  to  conduct 
research  on  issues  related  to  pro-competition  health 
policy.    This  activity,  which  includes  assessments  of 
private  sector  innovations  in  health  care  financing 
and  delivery,  will  support  the  further  development  of 
competitive  health  care  strategies  and  help  to  inform  the 
debate  over  the  potential  consequences  of  such  strategies. 

o   The  Office  of  Health  Planning  will  continue  to  develop 
impact  estimates  on  numbers  of  persons  afftected  by  the 
various  health  legislative  options  and  on  the  projected 
tax  revenue  and  expenditure  consequences  of  these  options. 
This  activity  is  an  essential  part  of  the  health  policy 
development  process. 

o   The  Office  of  Health  Planning  will  work  with  the  Public 
Health  Service  to  develop  a  strategy  for  enhancing  the 
Department's  activities  in  health  promotion  and  disease 
prevention.    Increased  involvement  by  the  private  sector 
in  providing  technical  assistance  and  implementation 
strategies  to  groups  interested  in  establishing  preventive 
health  programs  will  also  be  explored. 

o   The  Office  of  Social  Services  Policy  will  be  staffing  a 
newly  formed  Intra-Departmental  Working  Group  on  Long  Term 
Care. 

Legislative  Formulation: 

o   ASPE  will  continue  the  management  of  departmental  activities 
associated  with  the  development  of  the  Department's  legis- 
lative programs  for  FY  1984  and  1985.    Such  activities 
include: 

—   the  resolution  of  issues  and  the  preparation  of  bill 

drafting  specifications  for  FY  1984  legislation.  Trans- 
mittal to  the  Office  of  Management  and  Budget  will  be  in 
September  1982  and  to  the  Congress  in  January  1983. 
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—  the  development  of  the  FY  1985  reauthorization  legislation, 
including  block  grant  reauthorizations,  to  be  transmitted 
to  the  Congress  in  May  1983;  and 

—  the  identification,  review,  and  resolution  of  issues  con- 
cerning approximately  200  additional  legislative  proposals 
for  FY  1985.    Many  of  these  will  be  approved  by  the 
Secretary  and  transmitted,  along  with  appropriate  explana- 
tory material,  to  the  Office  of  Management  and  Budget  in 
September  1983. 

Evaluation; 

ASPE  will  undertake  up  to  twelve  short-term  (six  month)  small- 
scale  evaluations  of  program  impact  where  timely  empirical  data 
may  influence  upcoming  budget  debates  or  reauthorization 
decisions.    In  addition,  ASPE  will  perform  short-term  evalua- 
bility  assessments  intended  to  clarify  program  design  and 
measurable  performance  objectives. 

Research  Management; 

o  ASPE  will  conduct  in-depth  review  of  agencies1  research 
plans  to  eliminate  overlaps  and  to  assure  that  research 
is  targeted  on  important  research  gaps. 

o   ASPE  will  conduct  program  planning  and  budget  activities 
of  the  Policy  Research  appropriation. 

Regulatory  Review; 

o   ASPE  will  conduct  regulatory  reviews,  identify  unneces- 
sarily burdensome  regulations  and  conduct  analyses  of 
alternative  approaches  to  the  regulatory  process.  A 
detailed  review  of  formula  grant  regulations  will  achieve 
substantial  savings  in  State  and  private  costs. 
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 1983  Estimate  

Budget 

Authorization    Pos.  Authority 


Public  Affairs 


1982 
Current 
Estimate 
Budget 
Pos.  Authority 

46  $2,223,000 


Indefinite 


46  $2,341,000 


Increase  or 
Decrease 
Budget 
Pos.  Authority 

+$118,000 


General  Statement 

The  Assistant  Secretary  for  Public  Affairs  is  the  principal 
advisor  to  the  Secretary  on  public,  affairs  aspects  of  departmental 
policy  and  activities;  oversees  the  planning,  management  and 
execution  of  communication  activities  throughout  HHS;  conducts 
departmentwide  public  affairs  programs;  provides  information  on 
departmental  actions  and  purposes  to  appropriate  audiences;  and 
administers  the  Freedom  of  Information  Act,  the  Privacy  Act  and 
other  statutes  concerning  access  to  information. 

This  FY  1983  request  for  46  positions,  the  same  number  as  FY  1982, 
and  an  increase  of  $192,000  to  support  cost-of-living  adjustments 
is  offset  by  a  $74,000  decrease  in  non-permanent  staff  and  related 
personnel  expenses. 

Purpose  and  Method  of  Operation 

This  Office  performs  the  following  functions : 

o    Conducts  an  active  program  of  communicating  with  the  public 
through  the  national  media  and  other  avenues  to  further  public 
understanding  of  departmental  policies,  programs  and  issues. 

o    Provides  information,  advice  and  counsel  to  the  Secretary  and 
other  HHS  policymakers  to  assure  that  public  affairs  aspects 
are  considered  in  the  development  and  establishment  of  depart- 
mental policies  and  conduct  of  departmental  activities. 

o    Provides  functional  management  of  public  affairs  activities 

throughout  the  department  to  assure  that  departmental  priorities 
are  followed,  high  quality  standards  are  met  and  cost- 
effectiveness  and  non-duplication  of  effort  are  achieved. 
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o    Administers  and  implements  the  Freedom  of  Information  and 
Privacy  Acts  and  other  information-access  statutes  to  assure 
the  public  * s  right  to  know  while  safeguarding  the  integrity  of 
governmental  processes  and  individual  privacy. 

Rationale  for  the  Budget  Request 

Within  the  FY  1983  level  of  46  positions,  the  Office  of  Public 
Affairs  will  carry  out  a  public  affairs  management  program  to 
create  savings,  efficiency  and  non-duplication  in  information 
activities. 

FY  1982  major  accomplishments  include: 

o    Development  and  provision  of  informational  materials  to  the 
public  on  28  legislative  changes  in  departmental  programs. 

o    Increasing  public  awareness  of  the  content  and  purpose  of 
departmental  entitlement  reform  and  health  care  competition 
proposals . 

o    Development  of  a  plan  for  the  review  of  information  clearing- 
houses throughout  HHS. 

o    Completion  of  review  of  pamphlets,  periodicals  and  audiovisuals 
to  eliminate  waste  and  duplication. 

o    Inventory  of  publications  to  recommend  those  for  discontinuation; 
assessment  of  policy  on  free  vs  paid  publications,  and  comple- 
tion of  study  to  increase  user  fees  and  cost  recovery. 

o    Implementation  of  a  revised  HHS  publications  and  audiovisual 
management  control  system  which  will  provide  more  intensive 
scrutiny  of  communication  materials  produced  under  grants  as 
well  as  contracts,  and  result  in  greater  effectiveness  and 
increased  economy  in  the  future. 

o    Completion  of  an  assessment  of  Hispanic  publications  to 
eliminate  obsolete  materials  and  update  others. 

o    Overseeing  the  department's  responses  to  more  than  50,000 

Freedom  of  Information  Act  requests  and  three  million  Privacy 
Act  requests. 

Anticipated  FY  1983  accomplishments  include : 

o    Review  of  public  affairs  activities  throughout  the  Department 
to  assess  efficiency  of  operations  and  implement  consolidation 
where  appropriate. 
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Strengthening  and  enforcing  controls  on  contracts  for  public 
information  services  including  publications  and  audiovisuals. 

Exploring  cooperative  publishing,  audiovisual  and  distribution 
methods  with  the  private  sector  to  reduce  departmental 
expenditures  for  products  and  services  better  performed 
outside  government. 

Provision  of  information  to  the  media  and  briefings  of  public 
and  private  organizations  on  major  legislative  programs  affect- 
ing health  and  human  services  and  regulatory  relief  actions. 

Completing  review  of  information  clearinghouses  to  identify 
areas  for  consolidation,  to  eliminate  duplication  and  to 
increase  user  income. 

Investigation  of  alternate  methods  of  distributing  and  ware- 
housing HHS  publications  to  achieve  savings. 
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Management  and  Budget 


1982 
Current 
Estimate 


1983  Estimate 


Increase 
or 

Decrease 


Pos. 


Budget 
Authority 


Authori- 
zation^ Pos. 


Budget  Budget 
Authority    Pos.  Authority 


453 


$20,284,000 


Indef . 


453 


$21,627,000  - 


+$1,343,000 


General  Statement 


The  Office  of  the  Assistant  Secretary  for  Management  and  Budget 
provides  direction  to  all  administrative  and  financial  management 
activities  and  services  to  the  Department  with  the  exception  of 
personnel  administration.    The  Assistant  Secretary  administers 
the  "Management  and  Budget"  subactivity  which  is  included  in  the 
Departmental  Direction  portion  of  this  budget.     "Management  and 
Budget"  consists  of  those  activities  which  are  of  a  policy  nature 
and  which  provide  overall  guidance  to  the  operating  agencies. 
These  departmentwide  activities  include:    Supervision  of  the 
Department's  financial  and  budget  process;  grants  and  procurement 
management;  management  services;  and  management  analysis  and 
systems.    In  addition,  this  office  provides  accounting  services 
to  the  Office  of  the  Secretary  and  the  Office  of  Human  Develop- 
ment Services. 

The  Assistant  Secretary  for  Management  and  Budget  also  administers 
three  subactivities  in  the  Departmental  Operations  portion  of  the 
budget.    These  are  "Facilities  Engineering",  "Administrative 
Services",  and  the  "Grants  Payment  System".    "Facilities  Engineer- 
ing" consists  of  engineering/architectural  support  of  the  Depart- 
ment's operations.     "Administrative  Services"  includes  centralized 
support  services  provided  to  the  headquarters  components  of  the 
Department.    The  "Grants  Payment  System"  makes  payments  on  most 
departmental  program  awards. 
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1.   OFFICE  OF  FINANCE 
Purpose  and  Method  of  Operation 

This  office,  with  an  authorization  of  123  permanent  positions, 
provides  leadership,  guidance,  oversight  and  technical  assist- 
ance in  the  development,  improvement  and  management  of  the 
Department's  financial  systems  and  operations.     This  includes 
accounting,  debt  and  cash  management,  travel  and  fiscal  policy, 
budget  execution,  and  outlay  estimating.     This  office  also 
provides  selected  centralized  financial  services  to,  or  on 
behalf  of,  the  Department's  operating  divisions. 

An  increase  of  $203,000  is  requested  for  contractual  assist- 
ance to  enable  the  Department  to  extend  the  Standard  Account- 
ing System  to  a  selected  operating  division  of  the  Department. 

Rationale  for  Budget  Request 

The  FY  1983  request  overall  would  allow  the  Office  of  Finance 
to: 

o    Meet  basic  accounting  services  and  requirements  related  to 
operation  of  four  financial  systems. 

o    Respond  to  the  Secretary  in  a  timely  manner  in  presenting 
alternative  recommendations  of  policy  issues  related  to 
budget,  execution,  accounting,  travel,  financing  and  cost 
reporting . 

o    Continue  improvements  in  cash  management  and  debt  management , 
including  more  timely  collection  of  receivables. 

o    Continue  the  development  and  implementation  of  the  Department ' s 
standard  accounting  system . 

The  requested  increase  of  $203,000  is  essential  to  maintain 
scheduled  implementation  and  extension  of  the  Standard 
Accounting  System  (SAS)  to  other  parts  of  HHS.     The  SAS 
will  produce  savings  after  it  is  implemented  in  each  operating 
division.     Delay  in  implementation  would  cause  a  loss  of 
savings  estimated  at  $250,000  -  $325,000  in  FY  1984-1985,  and 
it  would  deny  the  Secretary  an  important  new  tool  for  improving 
the  management  of  the  Department. 
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In  FY  1982,  the  Office  of  Finance  accomplished  the  following: 

o    Completed  the  conversion  of  computer  software  programs  for  the 
Department's  Standard  Accounting  System  to  enable  operation  on 
computer  equipment  in  all  of  the  Department 1 s  operating  compon- 
ents.    Pilot  tested  these  programs  under  operating  conditions 
for  selected  activities  of  the  office  of  the  Secretary  and  the 
Office  of  Human  Development  Services. 

o    Directed  the  continued  modernization  of  the  grants  payment 
system. 

o    Developed  and  implemented  procedures  for  accounting  and  pay- 
ments of  block  grants. 

o    Implemented  delay-of -drawdown  letters  of  credit  for  the  direct 
public  assistance  programs  in  20  States,  resulting  in  outlay 
deferrals  of  an  estimated  $200  million. 

o    Continued  departmental  efforts  to  strengthen  debt  management 
controls  and  procedures  and  to  improve  departmental  monitoring 
of  collection  efforts. 

In  FY  1983,  the  Office  of  Finance  plans  to  accomplish  the  following: 

o  Implement  the  Standard  Accounting  System  (SAS)  in  the  Office  of 
the  Secretary  and  the  Office  of  Human  Development  Services,  and 
begin  the  technical  work  for  conversion  of  a  selected  operating 
division  to  the  SAS  in  FY  1984. 

o    Oversee  the  implementation  of  the  new  grants  payment  system , 
scheduled  for  completion  in  May  1983. 

o  Evaluate  and,  as  necessary,  modify  the  financial  accounting  for 
block  grants. 

o    Complete  the  implementation  of  delay -of -drawdown  letters  of 
credit  for  the  direct  public  assistance  programs  in  14  States. 

o  Continue  monitoring  of  the  Department's  efforts  to  improve  debt 
management  and  reduce  delinquent  accounts. 

o    As  required  by  0MB  Circular  A-123,  complete  internal  control 
vulnerability  assessments  in  all  components  of  the  Department 
and  initiate  actions  to  correct  identified  weaknesses. 
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2.   OFFICE  OF  PROCUREMENT,  ASSISTANCE  AND  LOGISTICS 
Purpose  and  Method  of  Operation 

The  Office  of  Procurement,  Assistance  and  Logistics  (OPAL) , 
with  63  positions,  provides  overall  guidance  for  the  Department's 
grant,  procurement,  logistics  and  indirect  cost  negotiation 
activities.     In  addition,  the  Office  settles  audit  reports 
affecting  the  programs  of  two  or  more  HHS  agencies  or  Federal 
departments . 

Rationale  for  the  Budget  Request 

The  Office  is  responsible  for  ensuring  the  effective  and  eff- 
icient management  of  the  Department's  assistance,  procurement 
and  logistics  activities.     Government -wide  grants  management 
standards  issued  by  OMB  require  all  grantees  to  arrange  for 
independent  organization-wide  audits  of  their  activities  related 
to  the  administration  of  grant  programs.     The  standards  require 
that  the  audits  be  performed  at  least  once  every  two  years  and 
require  Federal  agencies  to  resolve  the  findings  resulting  from 
the  audits.     This  will  substantially  increase  the  workload  of 
the  audit  resolution  activity  by  as  much  as  200  audits  a  year. 

During  FY  1982,  the  Office  accomplished  the  following: 

o  Assured  that  HHS  audit  reports  on  grantee/contractor  claims 
were  processed  within  the  six  month  time  constraint  imposed 
by  P.L.  96-304  and  OMB. 

o    Reviewed  agency  performance  to  assure  that  HHS  goals  were  met 
for  reducing  year-end  grant  and  contract    spending  and  mini- 
mizing non-competitive  procurements. 

o    Reviewed,  resolved,  and  corrected  approximately  70  HHS  grantee/ 
contractor  financial  management  deficiencies  identified  by  HHS 
auditors . 

o    Conducted  10  grant,  procurement,  and  logistics  management  reviews 
in  selected  HHS  programs  involving  approximately  $750  million 
in  grant  and  contract  awards. 

o    Reduced  and  streamlined  the  HHS  grant  and  procurement  adminis- 
tration regulations  and  policies  in  conformity  with  adminis- 
tration goals  and  objectives. 

o    Reviewed  and  rendered  a  decision  in  approximately  80  contract- 
or protest  cases. 
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o    Continued  to  implement  procedures  and  policies  on  improved 
utilization  of  furniture  and  office  equipment  as  directed 
by  GSA. 

During  FY  1983,  the  Office  plans  to  accomplish  the  following: 

o    Increase  the  number  of  audit  report  settlements  because  of 
the  requirements  of  OMB  Circulars  A-110  and  A- 102 . 

o    Review,  amend,  issue  or  delete  approximately  25  HHS  agency 
grant  administration  and  procurement  regulations  and 
policies. 

o    Resolve  about  280  audit  reports  on  grantee/contractor  org- 
anizations and  100  follow-up  reports  on  the  correction  of 
system  deficiencies. 

o    Conduct  5  quality  assessment  reviews  of  HHS  regional  cost 
negotiation  offices. 

o    Review  and  render  a  decision  in  approximately  70  contractor 
protest  cases. 

o    Respond  to  approximately  5,000  inquiries  and  requests  for 
technical  assistance  on  procurement,  assistance,  and  log- 
istics activities  from  HHS  agencies,  OMB,  GSA,  and  grantee/ 
contractor  organizations. 

3.  OFFICE  OF  BUDGET 
Purpose  and  Method  of  Operation 

The  Office  of  Budget  is  responsible  for  overseeing  the  prep- 
aration and  presentation  of  the  Department's  budget  involving 
about  $272  billion  in  Federal  expenditures  for  FY  1983  and  a 
management  structure  of  about  142,000  employees.     The  Office 
also  serves  as  advisor  to  the  Secretary  on  all  budget  matters. 

In  recent  years,  the  budget  process  has  become  more  complex 
and  time-consuming.    Additional  analytical  effort  and  document- 
ation have  resulted  from  a  variety  of  factors  including: 
Revisions  to  fiscal  year  budgets;  detailed  reestimates  of 
budget  amounts  on  numerous  occasions  other  than  the  annual 
budget  request;  the  requirement  to  estimate  staffing  on  a  full- 
time  equivalent  basis,  as  well  as  on  a  permanent  position 
basis;  the  increased  incidence  of  Continuing  Resolutions  rather 
than  regular  appropriations  Acts;  introduction  of  budgetary 
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controls  in  such  areas  as  travel  and  consultant  services;  and 
increased  interest  in  budget  matters  by  the  news  media  and  public. 

The  Office  of  Budget,  with  56  positions,  performs  the  following: 

o    Participates  in  the  policy  development  process  of  the  Department, 
including  a  thorough  analytical  review  of  agency  requests,  as 
well  as  the  review  of  all  policy  papers  and  legislative  aid  reg- 
ulatory proposals  which  have  a  budgetary  impact. 

o    Provides  forecasts  of  resources  necessary  to  support  depart- 
mental activities. 

o    Provides  recommendations  on  program  and  policy  changes  nec- 
essary to  effect  budget  and  future  year  savings  in  Federal 
outlays,  or  enhancement  of  revenues. 

o    Provides  primary  support  to  the  Secretary  and  the  Assistant 
Secretary  for  Management  and  Budget  in  presenting  budget  re- 
quests to  the  Office  of  Management  and  Budget  and  the  Congress- 
ional appropriations  and  budget  committees. 

o    Develops  and  administers  policy  and  procedures  for  staffing  of 
the  Department  including  allocation  of  positions  and  control 
of  employment  ceilings. 

o    Provides  policies,  procedures  and  technical  guidance  for  prep- 
aration of  detailed  budget  material  by  the  Department 1 s  org- 
anizational components. 

Rationale  for  the  Budget  Request 

Specific  FY  1982  accomplishments  include: 

o    Continued  development  of  the  automated  budget  system  to  meet 
the  needs  of  OMB,  congressional  appropriations  committees  and 
departmental  management. 

o    Participated  in  formulating  numerous  revisions  to  the  FY  1982 
budget,  including  the  impact  of  the  Continuing  Resolutions. 

o    Developed  and  implemented  a  system  of  employment  management  re- 
quired for  using  the  full-time  equivalent  system  as  directed  by  OMB. 

In  FY  1983,  the  Office  will  continue  to  grapple  with  the  new  dyna- 
mics of  the  budget  process,  including  numerous  revisions  to  budget 
estimates,  the  necessity  of  identifying  program  and  administrative 
cost  savings,  and  an  anticipated  more  complex  Congressional  budget 
review  process. 
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4.     OFFICE  OF  MANAGEMENT  ANALYSIS  AND  SYSTEMS 
Purpose  and  Method  of  Operation 

The  Office  of  Management  Analysis  and  Systems  is  responsible  for 
advising  the  Secretary  on  management  issues  affecting  *~ae 
Department's  goals  and  objectives.    The  office  guides,  monitors, 
and  evaluates  policies  and  practices  in  the  areas  of:  Depart- 
mental organizational  structures;  application  of  management 
science  and  quantitative  analysis  techniques;  management 
information  systems,  including  automated  data  processing  and 
telecommunications,  security  of  data,  utilization  and  procure- 
ment of  equipment,  and  Federal  financial  participation  in  the 
acquisition  of  State  ADP  systems  supporting  Social  Security 
programs;  program  integrity  systems;  and  environmental  affairs. 
The  request  includes  a  staff  of  74  positions. 

Rationale  for  the  Budget  Request 

Since  they  affect  all  aspects  of  the  Department  and  cut  across 
program  lines,  management  analysis  and  systems  activities  are  of 
particular  interest  to  the  Secretary  and  senior  Departmental 
managers.    Staff  performing  these  functions  provide  an  objective 
third  party  review  of  Operating  Division  activities,  as  well  as 
a  focal  point  for  initiating  improvements  in  management  and 
systems  policy  and  procedures. 

The  positions  for  FY  1983  will  permit  the  Office  to  continue  its 
focus  on  improving  efficiency  and  effectiveness.    All  major  goals 
are  in  terms  of  reducing  costs  or  reducing  burdens  placed  on  those 
participating  in  Departmental  programs.    This  emphasis  supports 
the  Secretary's  efforts  to  provide  the  most  effective  health 
and  human  services  program  at  the  least  possible  cost. 

In  FY  1982,  the  Office  of  Management  Analysis  and  Systems 
accomplished  the  following: 

o    Implemented  the  Departmental  policies  on  ADP  security  to 
establish  a  systems  security  program  that  better  meets  the 
need  of  the  HHS  Operating  Divisions.    Raised  the  overall 
HHS  level  of  compliance  with  ADP  security  requirements  from 
50  percent  at  the  end  of  FY  1981  to  60  percent  by  the  end 
of  FY  1982. 
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o    Managed  an  ADP  planning  and  budgeting  system  which 
strengthened  the  ADP  and  telecommunications  budget  by 
requiring  long-range  planning.     Reduced  funds  requested  by 
$10.0  million  of  unjustified  ADP  initiatives. 

o    Redesigned  and  administered  the  Secretary's  Operations 
Management  Systems  which  monitored  operational  activities 
including  55  separate  initiatives  "and  assessed  program 
performance  against  200  indicators. 

o    Administered  the  Department's  savings  program  and 

documented  previously  budgeted  savings  of  $1.5  billion  for 
FY  1981  and  $400  million  for  FY  1982.     (NOTE:  Strict 
documentation  requirements  and  data  collection  lags  result 
in  lengthy  delays  in  recording  achievements.) 

o    Coordinated  the  review  of  136  State  requests  for  Federal 
financial  participation  (totalling  $69.9  million)  to 
acquire  ADP  equipment/services  supporting  HHS  grant-in-aid 
programs.    Achieved  cost  avoidances  of  $2.5  million  in 
FY  1982  by  disapproving  State  requests  for  inefficient 
systems. 

o    Received  369  and  forwarded  for  0MB  approval  338  requests  to 
establish  public  use  reporting/recordkeeping  requirements. 
In  addition,  under  OMAS  supervision,  the  Department  reduced 
the  total  HHS  reporting/recordkeeping  burden  imposed  on  the 
public  by  more  than  18  million  hours. 

o    Achieved,  in  ADP  systems  procurements,  more  than  $12 

million  in  cost  avoidances  in  future  years  by  converting 
long-term  leases  to  less  expensive  purchase  contracts  and 
using  excess  owned  equipment  to  meet  ADP  requirements 
rather  than  acquiring  new  equipment. 

o    Reviewed  65  consulting  services  contract  requests  valued  at 
$100,000  or  more.    Approved  51  percent  of  the  contracts  and 
approved  another  12  percent  contingent  on  either  immediate 
changes  in  the  proposal  or  follow-up  studies.  Approvals 
and  contingent  approvals  totalled  some  $17.0  million. 
Rejected  or  returned  to  the  originating  offices  for 
reconsideration  37  percent  of  the  proposals  with  resulting 
cost  avoidance  of  $5.6  million. 
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o    Conducted  management  studies  in  response  to  Secretarial  or 
Operating  Division  requests.     Studies  resulted  in 
suggestions  for  implementing  management  systems,  making 
organizational  changes,  and  clarifying  organizational 
authority  responsibilities . 

o    Reviewed  and  recommended  approval  of  approximately  35 
reorganization  proposals  for  the  Department. 

o    Reviewed  38  Freedom  of  Information  Act  appeals  for  the 
Office  of  the  Secretary  components. 

o    Provided  direct  assistance  to  PHS  in  complying  with 

historical  preservation  requirements  with  respect  to  St. 
Elizabeths  Hospital  and  other  activities. 

o  Reviewed  over  500  environmental  impact  statements  to  assess 
and  comment  upon  those  Federal  activities  which  could  cause 
potential  harm  to  people  and  their  environment. 

During  FY  1983,  the  Office  of  Management  Analysis  and  Systems 
plans  to : 

o    Continue  and  expand  the  Operations  Management  System  (OMS) 
-  the  Secretary 1 s  internal  management  control  system  used 
to  oversee  major  operational  objectives  of  the  Department. 
In  FY  1983,  the  System  will  be  expanded  to  include  over  80 
initiatives  and  325  individual  indicators  of  performance. 

o    Continue  to  operate  the  Department's  program  to  stem  losses 
due  to  management  inefficiencies,  program  misuse  and  fraud 
with  a  goal  of  achieving  savings  in  excess  of  $3.0  billion. 

o    Lead  the  Department's  efforts  to  reduce  the  amount  of  paper- 
work burden  imposed  on  others  by  HHS  by  at  least  10%  as 
compared  to  the  amount  of  paperwork  burden  imposed  on 
September  30,  1981.    This  reduction  is  mandated  by  the 
Paperwork  Reduction  Act  of  1980. 

o    Assess  and  make  further  improvements  in  Departmental 
information  systems,  organizational  structures,  and 
management  processes,  resulting  in  savings  to  HHS  of  at 
least  five  times  the  OMAS  budget. 
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5.     OFFICE  OF  MANAGEMENT  SERVICES 


Purpose  and  Method  of  Operation 

The  Office  of  Management  Services,  staffed  with  121  positions, 
will  provide  personnel  services  to  headquarters  Office  of  the 
Secretary  activities,  contracts  and  grants  services  to  head- 
quarters activities  and  emergency  coordination  for  the  Depart- 
ment.   It  also  will  provide  space  and  facilities  management 
for  all  departmental  components  in  the  Washington  area. 

Rationale  for  the  Budget  Request 

The  budget  request  for  FY  1983  will  be  sufficient  to  maintain 
the  current  level  of  services  provided.    Our  goal  is  to  achieve 
greater  overall  effectiveness  through  the  use  of  new  techniques 
and  improved  procedures  in  the  better  utilization  of  our  re- 
sources.   We  anticipate  little  or  no  reduction  in  workloads, 
we  do  anticipate  an  increase  in  overall  productivity  without 
requiring  increases  in  personnel. 

In  FY  1982,  the  Office  of  Management  Services  accomplished 
the  following: 

o    Improved  operations  of  OS  program  for  the  handicapped. 

o    Prepared  all  process  needed  in  the  event  of  RIF  in  OS. 

o    Maintained  classification  processing  time  for  personnel 
actions . 

o    Reduced  award  amounts  by  $3,000,000  through  the  com- 
petitive process,  aggressive  negotiations,  and  other 
procurement  techniques  in  order  to  conserve  procurement 
funds. 

o  *  Maintained  and  processed  work  orders  for  renovating 
space  for  new  occupancies  and  programs,  and  for  main- 
tenance and  repairs. 

o    Completed  preliminary  planning  for  two  major  exercises- 
one  nuclear  attach  scenario  scheduled  for  early 
Spring  1982  and  one  nuclear  power  plant  accident  exercise 
planned  for  August  1982. 

o    Prepared  for  implementation  of  the  President's  Directive 
establishing  the  Emergency  Mobilization  Preparedness  Board. 
Coordinated  the  establishment  of  two  working  groups,  one 
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on  health  and  one  on  human  services. 

In  FY  1983,  the  Office  of  Management  Services  plans  to 
accomplish  the  following: 

o    Improve  TDCS  acceptance  rate  of  SF-50's. 

o    Establish  new  techniques  for  processing  of  staff  personnel 
actions  to  reduce  processing  time. 

o    Close  out  100  contracts  including  20  cost-type  contracts. 

o    Incorporate  Department-wide  comments  into  the  DHHS  response 
plan  for  nuclear  power  plant  accidents.    This  plan  will  be 
integrated  into  a  master  plan  that  is  being  developed  by 
the  Federal  Emergency  Management  Agency. 
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Assistant  Secretary  for  Personnel  Administration 


1982 

Current  Increase  or 
Estimate  1 983  Estimate  Decrease 


Budget 

Budget 

Budget 

Pos. 

Authority 

Authorization 

Pos. 

Authority  Pos. 

Authority 

233 

$8,536,000 

Indefinite 

220 

$9,502,000  -13 

+$966,000 

General  Statement 


The  Assistant  Secretary  for  Personnel  Administration  provides 
direction  to  all  personnel  management  and  administration  activities 
of  the  Department.     The  Assistant  Secretary  administers  two 
sub-activities,  "Personnel  Administration"  and  the  "Employee 
Systems  Center".    The  Employee  Systems  Center,  described  in  the 
Departmental  Operations  portion  of  the  budget,  operates  the 
departmentwide  payroll  and  personnel  data  systems.  Personnel 
Administration  consists  of  those  activities  which  are  of  a  policy 
nature  and  which  provide  overall  guidance  to  the  Department's 
operating  agencies.    These  activities  include  the  Office  of 
Personnel,  the  Office  of  Equal  Employment  Opportunity  and  the 
management  direction  and  support  service. 

The  FY  1983  budget  reflects  a  decrease  of  13  positions  and 
$355,000  offset  by  cost-of-living  adjustments  of  $938,000  and  a 
program  increase  of  $383,000  to  fund  the  following  special 
projects. 

o    $60,000  will  be  used  by  the  Office  of  Equal  Employment 

Opportunity  (EEO)  to  conduct  a  systematic  statistical  analysis 
of  the  Department's  workforce  and  personnel  transactions.  The 
analysis  is  needed  to  obtain  reliable  readily  available 
statistical  information  to  support  the  Department's  defense  of 
employment  discrimination  lawsuits,  to  prevent  potential 
lawsuits  and  to  obtain  factual  data  on  which  to  base  Affirmative 
Action  Plans  required  by  law  and  regulations. 

o    $250,000  will  enable  the  Office  of  Personnel  Policy  and 
Communication  to  enter  into  a  job  analysis  contract.  Job 
analysis  is  a  proven  technique  for  studying  and  identifying  job 
elements  and  for  validating  rating  schedules.     It  will  provide 
information  necessary  to  develop  model  classification, 
performance  and  qualification  standards  required  by  0PM 
regulations.     The  data  obtained  through  this  contract  will  also 
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be  used  to  continue  implementation  of  the  Civil  Service  Reform  Act  by 
providing  information  needed  to  assist  HHS  managers  and  supervisors  in 
the  area  of  organizational  development  and  productivity  improvement, 

o    $50,000  will  be  used  to  operate  and  improve  three  computer  based 
projects  administered  by  the  Office  of  Personnel  Systems 
Integrity  to  assure  the  integrity,  impartiality  and 
effectiveness  of  the  HHS  personnel  system.     The  projects  are: 
( 1 )  Management  Information  System  Efficiency  Report,  which 
tracks  the  status  of  all  pending  personnel  cases;  (2) 
Personnel  Trends  Data  System,  which  reports  on  specific 
personnel  management  indicators;  and  (3)  System  Interface 
Network,  which  is  a  personnel  management  evaluation  system. 

o    $23,000  will  provide  the  Grant  Appeals  Board  funds  to  update  and 
acquire  word  processing  equipment  to  offset  a  shortage  in 
clerical  staff  and  meet  an  anticipated  13%  increase  in  caseload. 

1.     OFFICE  OF  PERSONNEL 

Purpose  and  Method  of  Operation 

The  Office  of  Personnel,  with  a  staff  of  153,  is  responsible  for 
effective  management  and  administration  of  personnel  matters  in  the 
Department.    The  Office  develops  and  implements  departmental 
personnel  policies;  advises  and  acts  on  personnel  management  and 
training,  executive  personnel,  and  career  development  activities; 
and  provides  leadership  in  assuring  the  integrity,  effectiveness 
and  impartiality  of  HHS  personnel  systems.    The  office  represents 
the  Department  on  personnel  and  training  matters  to  the  Office  of 
Personnel  Management,  other  Federal  agencies  and  the  public. 

Rationale  for  the  Budget  Request 

The  FY  1983  staffing  level  of  153  positions,  a  decrease  of  9 
positions  below  the  FY  1982  level  and  a  program  increase  of 
$300,000  in  special  project  funds  will  allow  the  Office  of 
Personnel  to  maintain  the  current  level  of  operations.  The 
increase  in  special  project  funds  is  necessary  to  offset  the 
position  reduction,  to  meet  the  growing  workload  of  EEO  complaints  and 
to  initiate  projects  that  will  provide  direction  to  departmental 
components  in  executing  staffing  reductions  and  improving 
productivity. 

FY  1982  accomplishments: 

o    Maintained  and  refined  merit  pay  system  for  9,200  supervisors 
managers  at  GS-13  through  GS-15. 
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Continued  the  implementation  of  performance  appraisal  systems 
and  the  application  of  performance  appraisals  to  other  personnel 
decisions  for  approximately  140,000  HHS  employees  not  in  the 
Senior  Executive  Service  or  covered  under  merit  pay  of  the  Civil 
Service  Reform  Act* 

Established  a  system  to  analyze  positions  in  order  to  develop 
and  publish  model  performance  standards,  qualifications 
standards,  model  rating  schedules  and  classification  guides. 

Implemented  a  Career  Opportunities  System  under  which  all  HHS 
employees  in  grades  GS-1  through  GS-15  are  provided  an 
opportunity  to  improve  their  knowledge,  skills  and  abilities  to 
prepare  for  further  career  growth. 

Provided  departmental  direction  and  leadership  in  accomplishing 
necessary  work  force  adjustments,  including  reductions  in  force, 
furloughs  and  outplacement  activities. 

Developed  a  labor-management  information  system  for  recording 
the  use  of  official  time  for  employee  representational  functions 
status  of  third-party  cases,  and  the  cost  of  contract  negotia- 
tion, administration  and  arbitration. 

Examined  164  grievances,  investigated  542  EEO  complaints,  inves- 
tigated 115  merit  systems  cases  and  processed  4,000  personnel 
security  actions. 

Completed  the  development  of  three  personnel  management 
evaluation  support  systems  for  use  HHS-wide.     Implemented  two  of 
the  systems  for  tracking  effectiveness  of  personnel  opera- 
tions and  personnel  program  administration. 

Implemented  a  case  management  system  for  tracking  status  of 
complaint  cases.    System  will  also  allow  better  management  of 
human  resources  investigating  or  hearing  cases. 

Completed  five  major  on-site  reviews  assessing  regulatory  com- 
pliances with  Civil  Service  laws,  rules  and  regulations. 

Supported  goals  of  top  management  through  developing  and 
revising    policies  on  SES  issues  of  merit  staffing,  Executive 
Resources  and  Performance  Review  Boards,  bonuses,  pay,  removal, 
probation  and  reduction  in  force. 
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o    Evaluated,  as  part  of  a  3-year  contractor-based  effort  and  as 
part  of  an  in-house  effort,  the  implementation  and  impact  of  SES 
and  other  Civil  Service  Reform  Act  provisions  in  Department 
activities.    Monitored  and  recommended  revision  to  HHS  policy 
and  procedures  in  support  of  various  concerns  raised  in  HHS  and 
non-HHS  sponsored  evaluation  projects. 

o    Established  systems  for  conducting  legislative  and  OPM  mandated 
executive  development  activities. 

o    Conducted  specialized  executive  development  training  activities 
in  legislative  operations,  economics,  productivity,  inter- 
governmental relations  and  organization  effectiveness. 

o    Provided  executive  search  assistance  by  developing  sources  for 
candidates,  screening  candidates  and  conducting  reference 
checks. 

The  Office  plans  to  conduct  the  following  activities  in  FY  1983: 

o    Continue  to  provide  technical  assistance  to  agency  Executive 
Resources  Boards,  Performance  Review  Boards,  the  Secretary's 
Performance  Review  Board,  and  top  officials  in  ail  aspects  of 
the  SES  program.    Implement  streamlined  policies  and  procedures 

o    Continue  to  evaluate  implementation  and  impact  of  SES  and  other 
CSRA  provisions  on  Department  activities.    Monitor  findings  of 
evaluation  efforts  sponsored  by  HHS  and  others  in  the  SES 
area. 

o    Complete  design  and  pilot  testing  of  project  design  guides  for 
the  survey  of  personnel  management  policies  and  practices  and 
of  the  classification,  training,  employee  relations  and  labor 
relations  service  systems.    The  guides  will  facilitate  the 
development  and  execution  of  survey  projects  at  any  management 
level  in  accordance  with  departmental  expectations. 

o    Continue  to  provide  departmental  direction  and  leadership  in 
accomplishing  necessary  work  force  adjustments,  including 
reduction  in  force,  furloughs  and  outplacement  activities. 


o    Examine  approximately  200  grievances,  conduct  600  EEO 
investigations  and  investigate  125  merit  systems  cases. 
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o    Process  approximately  4,400  personnel  security  actions  to  comply 
with  0PM  requirements  to  place  an  additional  25,000  Social 
Security  Administration  employees  under  ADP  security. 

o    Conduct  regulatory  compliance  reviews  of  ten  Regional  Personnel 
Offices  as  required  by  OPM  and  measure  level  of  delivery  of 
personnel  services  in  six  regions  through  the  Personnel  Trends 
Data  System 

2.     OFFICE  OF  EQUAL  EMPLOYMENT  OPPORTUNITY 

Purpose  and  Method  of  Operation 

The  Office  of  Equal  Employment  Opportunity,  with  a  staff  of  25,  has 
responsibility  for  planning,  implementing  and  monitoring  a 
departmentwide  equal  employment  opportunity  program.    The  office 
oversees  the  Department's  EEO  activities  including  the  complaint 
investigation  function  in  the  Office  of  Personnel.    The  EEO  office 
provides  leadership,  guidance  and  assistance  to  the  Department's 
agencies  and  regions  through  the  operation  of  the  Department's 
Affirmative  Action  Program;  the  Handicapped  Employment  Program;  the 
Minorities  Employment  Program;  the  Federal  Women's  Program;  and 
through  the  collection,  control  and  analysis  of  all  data  pertaining 
to  discrimination  complaints. 

Rationale  for  the  Budget  Request 

The  FY  1983  staffing  level  of  25  positions,  a  reduction  of  2 
positions  below  the  FY  1982  level  and  a  program  increase  of  $60,000 
will  allow  EEO  to  maintain  the  current  level  of  operations.  The 
increase  in  program  funds  is  necessary  to  offset  the  position 
reduction  and  enable  EEO  to  meet  anticipated  workload  increases 
brought  on  by  departmental  staff  and  budget  reductions. 

FY  1982  accomplishments: 

o    Issued  over  250  final  decisions  on  complaints  of  discrimination. 

o    Improved  the  processing  time  for  discrimination  complaints  by 
establishing  performance  targets  for  Operating  Divisions  to  meet 
in  issuing  proposed  dispositions. 

o    Implemented  EEOC's  FY  1981  management  directives,  reviewed  and 
evaluated  0PDI7  affirmative  action  plans  and  developed 
FY  1982-1986  multiyear  AAP/FEORP  planning  instruction. 

o    Established  an  EEO  data  system  to  retrieve,  analyze  and  report 
affirmative  action  progress  and  achievements. 
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o    Issued  policy  statement  on  Reduction  in  Force  Title  VII 
relationship  and  conducted  a  survey  of  reduction  in  force 
effects  upon  minorities  and  women. 

o    Conducted  a  departmental  analysis  of  selected  personnel  policies 
to  assess  impact  upon  disabled  employees*    Developed  policy  on 
granting  of  leave  to  severely  disabled  employees  during 
hazardous  weather  conditions,  provided  guidance  on  removal  of 
architectural  barriers  and  hiring  of  interpreters  for  hearing 
impaired  employees. 

o    Developed  Title  VII  evaluation  program. 

o    Issue  information  on  the  effective  utilization  of  the  discrim- 
ination complaints  process  and  on  the  administrative  options 
employees  have  for  addressing  sexually  harassing  behavior. 

o    Reorganize  the  Office  of  the  Deputy  Assistant  Secretary  for 
Equal  Employment  Opportunity  to  facilitate  more  effective/ 
efficient  program  management. 

The  office  plans  to  conduct  the  following  activities  in  FY  1983: 

o    Provide  full  computerized  capability  for  assessing  complaints 
processing  status  and  quality. 

o    Reduce  further  the  time  for  issuing  of  final  decisions  on 
complaints  of  discrimination. 

o    Establish  a  full  program  evaluation  capability. 

o    Insure  present  Operations  Management  System  usage  provides  an 
effective  tool  for  monitoring  and  evaluating  the  BBS  AAP/FEORP 

o    Conduct  career  planning  workshops  and  design  a  management 
development  program  for  grades  9-14. 

o    Provide  employment  systems  barrier  analysis  and  Title  VII  case 
law  training  to  OPDIVS. 

o    Monitor  achievements  under  affirmative  action/FEORP  programs. 

3.  MANAGEMENT  DIRECTION  AND  SUPPORT 

Purpose  and  Method  of  Operation 


Management,  direction  and  support  includes  the  Immediate  Office  of 
the  Assistant  Secretary,  the  Office  of  Special  Initiatives,  the 
departmental  Grant  Appeals  Board  and  the  Executive  Office.  Total 
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staff  is  42.    The  Office  of  Special  Initiatives  monitors  and 
evaluates  programs  within  ASPER's  scope  to  identify  areas  requiring 
new  or  updated  policies  and  procedures;  administers  the  Employee 
Counseling  Programs  and  administers  the  departmental  awards  and 
suggestions  program.    The  Grant  Appeals  Board,  with  a  staff  of  20, 
reviews  post-award  grant  disputes  occurring  in  the  discretionary 
grant  programs  of  the  Department.    The  Board  conducts  the  hearings 
necessary  to  resolve  such  disputes  and  issues  rulings  on  behalf  of 
the  Department. 

Rationale  for  the  Budget  Request: 

The  FY  1983  staffing  level  of  42  positions,  a  reduction  of  2 
positions  below  the  FY  1982  level,  provides  22  positions  to 
administer  the  departments  EEO,  personnel  and  payroll  operation. 
This  staffing  level  will  permit  the  office  of  the  Assistant 
Secretary  for  Personnel  Administration  to  maintain  the  ciurrent  level 
service  and  to  meet  workload  generated  by  departmental  staff  and 
budget  reductions.    The  remaining  20  positions  is  the  minimum 
required  to  meet  the  workload  of  the  Grant  Appeals  Board.  An 
increase  of  $23,000  in  special  project  funds  is  requested  for  the 
GAB  to  expand  its  word  processing  capability  to  offset  a  workload 
increase  and  a  clerical  shortage. 

FY  1982  accomplishments: 

o    The  Grant  Appeals  Board  (GAB)  issued  172  decisions,  closed  260 
cases  and  instituted  new  procedures  for  more  efficient  and 
effective  handling  of  cases. 

o    The  GAB  resolved  all  pre-1982  cases,  significantly  reducing  a 
long  standing  backlog,  while  receiving  a  20%  increase  in 
caseload. 

o    The  Employee  Counseling  Service  (ECS)  completed  the  following: 

—  A  supervisory  training  package  for  employee  counseling. 

—  Developed  and  distributed  ESC  policy  throughout  the 
Department. 

—  Initiated  an  evening  and  weekend  alcoholism  treatment 
project.    Under  ESC  leadership,  20  Federal  agencies 
participated  in  this  project. 

—  Initiated  an  evaluation  plan  based  on  cost  effectiveness. 


1198 


48 


The  Office  plans  to  conduct  the  following  activities  in  FY  1983: 

o    Improve  word  processing  capability  of  the  GAB  to  meet  an 

anticipated  13%  increase  in  case  workload;  reduce  to  6  months 
the  average  processing  time  for  new  cases;  and  provide 
appellants  and  agency  respondents  with  required  transcripts. 

o    Continue  to  monitor  the  evaluation  plan  initiated  in  FY  1982  to 
determine  the  cost  effectiveness  of  the  employee  counseling 
projects. 

o    Initiate  a  special  Employee  Counseling  Service  for  the  Senior 
Executive  Service  and  a  project  for  reaching  Social  Security 
Administration  employees  in  field  offices. 
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Field  Management 


19*2 

Increase 

Current 

or 

Estimate 

1983  Estimate 

Decrease 

Budget 

Budget 

Budget 

Pos.  Authority 

Authorization  Bos.  Authority 

Bos.  Authority 

218  9,282,000 

Indefinite     165  9,998,000 

-53  +716,000 

General  Statement 

The  Field  Management  activity  consists  of  the  Regional  Directors 
(RDs)  and  their  staffs.    The  Regional  Directors  serve  as  the 
Secretary's  field  representatives  by  providing  liaison  with 
citizens,  congressional  district  offices,  and  State  and  local 
governments;  administering  the  regional  offices  of  the  Office 
of  Facilities  Engineering;  and,  under  the  Regional  Services 
portion  of  this  budget,  providing  administrative  support, 
including  personnel,  financial,  and  administrative  services  for 
the  regional  offices  of  the  Department's  operating  divisions. 

The  1983  request  includes  a  reduction  of  53  positions  from  the 
1982  level  of  .218.    This  decrease  is  based  upon  the  projected 
workload  impact  of  the  block  grant  program  and  the  changing 
role  of  the  Federal  government  in  relation  to  State  and  Local 
governments,  recipients,  and  the  public. 

Purpose  and  Method  of  Operation 

In  serving  as  the  personal  representatives  of  the  Secretary  in 
the  Department's  ten  regional  offices,  the  Regional  Directors 
are  responsible  for  the  following: 

1.  Serving  as  the  central  clearing  point  for  providing  quick 
response  to  congressional  district  offices; 

2.  Serving  as  the  principal  regional  contact  with  State  and 
local  officials,  the  media,  and  public  interest  groups; 

3.  Assessing  the  effectiveness  of  HHS  programs  at  the  client 
level; 

4.  Assisting  the  Secretary  and  program  heads  in  Washington  by 
soliciting  views  of  State  and  local  officials  and  various 
interest  groups  on  present  and  future  policies,  regulations, 
and  legislation; 
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5.  Assisting,  at  the  Secretary's  direction,  in  solving 
problems  that  cut  across  program  areas;  and 

6.  Providing  centralized  and  cost-effective  personnel, 
financial,  and  administrative  services  to  the 
Department's  regional  operating  divisions. 

Rationale  for  the  Budget  Request 

The  Administration's  block  grant  program  and  other  initiatives 
directed  at  reducing  the  regulatory  role  of  the  Federal  govern- 
ment will  result  in  an  overall  reduction  of  workload  in  certain 
areas  of  Regional  Director  responsibility.    This  workload  reduc- 
tion is  reflected  in  the  decrease  of  53  positions.    With  the 
1983  staffing  level  of  165  positions,  the  Regional  Directors 
will  carry  cut  essential  activities  consistent  with  the  Adminis- 
tration's initiatives  and  policies. 

FY  1982  Accomplishments 

o   Responded  in  a  timely  manner  to  approximately  9,800  inquiries 
from  congressional  district  offices  regarding  constituent 
problems  and  requests  for  information  and  briefing; 

o   Maintained  contact  with  elected  and  appointed  officials  in 
3,400  State  and  local  governmental  units  and  with  7,500 
electronic  and  print  media  entities  through  which  the 
Administration's  policies  and  initiatives  were  presented 
and  local  input  obtained; 

o    Equal  Employment  Opportunity  Services,  were  provided  to 
approximately  1,900  employees  in  the  ten  Offices  of  the 
Regional  Director,  including  the  processing  of  275  complaints 
and  the  provision  of  counseling  to  about  800  employees; 

o   Twenty-four  reviews  were  conducted  at  the  direction  of  the 
Secretary  to  assess  the  effectiveness  of  HHS  programs  at  the 
client  level.    Approximately  150  recommendations  were 
developed  and  presented  to  the  Secretary  for  programmatic  and 
operational  improvements  of  which  about  100  were  approved 
and  implemented;  and 

o   Approximately  300  conferences,  seminars,  and  hearings  were 
held  to  present  the  Administration's  programs  to  the  State 
and  local  officials  and  the  public  and  to  obtain  their  views 
for  input  into  the  Departmental  decision  making  process. 

Anticipated  FY  1983  Accomplishments 


o    Respond  to  9,700  inquiries  from  congressional  district  offices 
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o  Respond  to  requests  for  assistance  and  information  from  about 
3,100  State  and  local  governmental  units  and  6,600  electronic 
and  print  media  entities; 

o   Provide  Equal  Employment  Opportunity  services  for  about 
1,700  employees; 

o    In  cooperation  with  the  Inspector  General,  conduct  17  assess- 
ments of  the  impact  at  the  client  level  of  selected  programs 
to  ensure  their  continued  effectiveness  and  efficiency; 

o   Conduct  200  conferences,  seminars,  and  hearings  to  obtain 
input  on  Departmental  initiatives  from  State  and  local 
officials,  public  interest  groups  and  citizens; 

o   Administer  the  Freedom  of  Information  and  Privacy  Acts, 
involving  approximately  2,200  requests;  and 

o    Respond  to  an  estimated  150  Secretarial  requests  to  solve 
problems  which  cut  across  program  areas  in  order  to  more 
effectively  provide  services  to  clients. 
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General  Counsel 


1982                        1983                     Increase  or 
Current  Estimate   Estimate  Decrease 


Budget 

Author-  Budget 

Budget 

Pos.  Authority 

ization  Pos.  Authority  Pos. 

Authority 

Litigation. . 

.     7  $  241,000 

7    $  295,000  — 

+$  54,000 

Legal  Ad- 

vice and 

Legislation. 

.  13  448,000 

13       549,000  — 

+101,000 

Federal 

Register. . . 

8  276,000 

8  338,000   

+62,000 

Program 

Support  — 

30  1,034,000 

30    1,266,000  — 

+232,000 

Total... 

58  $1,999,000 

Indefi-    58  $2,448,000  — 

+$449,000 

nite 

General 

Statement 

The  Office  of  the  General  Counsel  (OGC)  provides  legal  services 
for  the  Secretary,  the  Department's  Operating  Divisions,  and  the 
staff  of  the  regional  offices.    The  General  Counsel's  office  is 
comprised  of  two  major  subactivities  entitled,  "General  Counsel" 
and  "Legal  Services."    General  Counsel  provides  legal  services 
related  to  general  management,  guidance  and  policy  of  the  Depart- 
ment as  a  whole,  while  Legal  Services  performs  specific  legal 
workloads  in  support  of  program  operations  in  all  of  the 
Department ' s  Operating  Divisions . 

The  FY  1983  budget  request  includes  58  positions  and  $2,448,000, 
the  same  number  of  positions  available  in  FY  1982  and  an  increase 
of  $499,000  to  support  cost  of  living  adjustments  expected  in 
this  budget  year,  off-set  by  a  decrease  of  $50,000  reflecting  a 
reduction  in  other  than  full-time  positions. 

The  General  Counsel 1 s  workload  occurs  in  four  functional  areas : 
1.  Litigation; 2.  Legal  Advice  and  Legislation,-  3.  Federal 
Register;  4.  Program  Support. 

1 .  LITIGATION 

Purpose  and  Method  of  Operation 

The  Office  of  the  General  Counsel  provides  legal  services  to  the 
Department  in  two  areas  of  litigation:    defensive  and  enforcement. 
Through  defensive  litigation  including  administrative  hearings, 
attorneys  represent  the  Department  in  complaints  initiated  by 
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aggrieved  persons.    Defensive  litigation  comprises  approximately 
80%  of  the  litigation  workload  in  the  General  Counsel  activity. 
Through  civil  and  criminal  actions  brought  by  the  Government, 
attorneys  aid  in  the  Department's  effort  to  ensure  proper  use  of 
Federal  funds  and  to  collect  monies  due  the  Government.  This 
enforcement  litigation  comprises  approximately  20%  of  the  workload. 

Rationale  for  the  Budget  Request 

OGC  anticipates  an  increased  number  of  litigation  activity  due  to 
an  increase  of  law  suits  filed  in  light  of  reduced  Federal  funding 
as  well  as  changes  in  Department  programs  brought  about  by  the 
Omnibus  Budget  Reconciliation  Act  of  1981. 

FT  1982  accomplishments: 

o    Reviewed  litigation  to  identify  law  suits  that  were  sensitive 
and  raised  policy  questions  in  which  the  Secretary  had  to  make 
a  policy  decision. 

o    Reduced  litigation  by  identifying  law  suits  the  Department  could 
effectively  settle. 

o    Increased  involvement  of  OGC  attorneys  in  actual  litigation  due 
to  reduced  staff  levels  of  Justice  and  U.S.  Attorneys'  Offices. 

o  Defended: 

—  Challenges  to  critical  legislative  enactments  by  the 
Administration  designed  to  reduce  budgetary  expenditures, 
Government  regulatory  role,  and  Federal  involvement  in 
welfare  and  social  services  programs  in  favor  of  increasing 
State  participation. 

—  The  Secretary  in  a  substantial  number  of  cases  involving 
eligibility  requirements  for  Medicaid. 

—  HCFA  determinations  terminating  facilities  from  partici- 
pation in  the  Medicare  program  for  failure  to  meet  program 
requirements . 

—  Challenges  to  Titles  II  and  XVI  under  the  Social  Security 
Act  which  will  raise  substantial  constitutional  questions. 

FY  1983  anticipated  accomplishments: 

o    Develop  an  automated  Litigation  Control  Tracking  System 
designed  to  improve  management  control  and  utilization  of 
limited  attorney  resources. 
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o    Develop  an  early  warning  system  for  litigation  designed  to 
identify  law  suits  that  are  sensitive  and  of  special  interest 
in  which  the  Secretary  has  to  make  a  policy  decision. 

2.     LEGAL  ADVICE  AND  LEGISLATION 

Purpose  and  Method  of  Operation 

The  Legal  Advice  and  Legislation  activity  provides  legal  advice 
to  departmental  officials  by  preparing  legal  opinions,  legal 
instruments,  memoranda,  congressional  correspondence,  and  drafting 
and  commenting  on  legislation  affecting  the  Department. 

Rationale  for  the  Budget  Request 

OGC  is  responsible  for  drafting  bills  required  by  the  President's 
legislative  program  in  the  field  of  health  and  human  services. 

FY  1982  accomplishments: 

o    The  Office  responded  to  innumerable  legislative  inquiries  for 
legislative  materials. 

o    The  OGC  program  provided  advice  to  client  agencies  to  enhance 

their  understanding  of  legal  requirements,  including  OCR/PHS  cross 
training,  community  services  assurances  training  and  HCFA  surveyor 
training. 

FY  1983  anticipated  accomplishments: 

o    Draft  bills  required  by  the  Administration's  legislative  program. 

o    Responsibility  for  coordinating  the  Secretary' s  response  to 
request  from  0MB  and  Congressional  Committees  for  the  Depart- 
ment 's  view  on  proposed  legislation. 

3.     FEDERAL  REGISTER 

Purpose  and  Method  of  Operation 

The  major  objective  of  the  Federal  Register  activity  is  to  review 
proposed  actions  to  issue,  amend,  or  revoke  regulations  to  assure 
that  they  are  clearly  within  the  authority  delegated  by  law  and 
consistent  with  congressional  intent.    These  regulations  and 
accompanying  statements  are  written  in  clear  and  understandable 
language.    Some  of  the  Department's  actions  issuing  or  withdrawing 
regulations  are  mandated  by  Congress  or  the  Courts.    Other  actions 
initiated  by  the  Department  reflect  the  results  of  efforts  to 
eliminate  unnecessary  or  overly  burdensome  rules. 
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Rationale  for  the  Budget  Request 

OGC  anticipates  an  increased  volume  of  regulation  review  activity 
due  to  the  numerous  statutory  changes  brought  about  by  the  Omnibus 
Budget  Reconciliation  Act  of  1981.    The  changes  will  effect  AFDC, 
Medicare,  Medicaid,  SSA,  Block  Grants  and  other  Department  program 
regulations.    In  addition,  the  Department's  deregulatory  initiatives 
will  necessitate  substantial  effort  to  implement. 

FY  1982  accomplishments: 

o    Continued  participation  at  appropriate  stages  of  the  development 
and  clearance  of  regulations  to  maintain  high  standards  of 
clarity,  minimize  burdens,  maximize  application  of  innovative 
techniques,  and  assure  full  response  to  executive  orders  and 
other  administrative  procedural  requirments. 

FY  1983  anticipated  accomplishment: 

o    Continue  participation  at  appropriate  stages  in  the  development 
and  clearance  of  regulations  to  maintain  high  standards  of 
clarity,  assist  in  the  elimination  of  unnecessary  or  overly 
burdensome  rules,  and  assure  that  regulations  meet  legal 
requirements  and  fulfill  the  Departments  objectives. 

4.     PROGRAM  SUPPORT 

Purpose  and  Method  of  Operation 

The  Program  Support  activity  provides  managerial  guidance  and 
policy  direction  to  the  offices  comprising  the  Office  of  the 
General  Counsel  and  administrative  support  such  as  personnel, 
training,  budget  and  financial  services  necessary  for  the 
functioning  of  a  large  government  law  office. 

Rationale  for  the  Budget  Request 

Program  Support  activity  will  provide  administrative  support  and 
guidance  in  personnel  recruitments,  in-house  training  programs,  the 
annual  budget financial  operating  plans  and  issuance  of  allotments 
requiring  the  same  staff  resources  in  FY  1983  as  in  FY  1982. 

FY  1982  accomplishments: 

o    Conducted  training  programs  to  ensure  that  personnel  are  aware 
of  their  rights  on  health  benefits,  leave,  and  personnel 
policies  in  general. 
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o    Continued  evaluation  and  improvement  of  all  services  assuring 
smooth  and  coordinated  operations  within  the  Office  of  the 
General  Counsel. 

o    Implemented  and  applied  Merit  Pay  and  Employee  Performance 
Management  Systems  for  supervisory,  professional,  and  clerical 
support  staff. 

o    Increased  work  output  capabilities  through  the  use  of  word 
processors. 

FY  1983  anticipated  accomplishments: 

In  addition  to  performing  the  recurring  tasks  of  managing  and 
administering  a  legal  staff  of  over  66b  people  OGC  plans  to: 

o    Implement  and  utilize  the  Department's  new  system  for  inventory 
control  and  property  management. 

o    Provide  internal  training  for  experienced  and  new  members  of 
the  clerical  staff  to  enhance  job  performance. 

o    Increase  internal  training  of  professional  staff  on  complex  sub- 
stantive and  procedural  issues. 

o    Establish  a  system  for  maintaining  and  accessing  standard  briefs 
and  memoranda. 

o    Continue  Department  policy  of  Merit  Pay  and  Employee  Performance 
Management  Systems  for  supervisory,  professional  and  clerical 
support  staff. 
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Bgttss  fff  Easllltlsa  En«lnggrin« 


1982 

Current  Increase  or 

Estimate  1983  Estimate  Decrease 

Budget  Authori-             Budget  Budget 

Pos.      Auth.  zation     Pos.      Autfa.    Pos.  Auth. 


Subactivities: 


Facilities  258                  Indef.  242  -16 

Engineering  $10,031,000  $10,699,000  +$668,000 

S.L.U.C.CGSA  Indef. 

Space  Costs)  $12,595,000  $19,782,000+$?, 705, 000 


General  Statement 

The  Office  of  Facilities  Engineering  (0FE)  proposes  and  implements 
policies  on  facilities  acquisition,  utilization  and  disposal.  In 
addition  the  Office  issues  technical  directives  and  provides  archi- 
tectural/engineering services  to  direct  Federal  and  federally 
assisted  construction  projects  supported  through  EES  programs. 
The  office  oversees  management  and  utilization  of  facilities  owned 
by  the  Department  or  assigned  by  GSA  and  develops  the  Department's 
SLUC  (GSA  space  cost)  budget  estimates.    The  office  promotes 
maximum  utilization  of  all  Federal  surplus  real  property  and 
transfers  this  to  eligible  applicants  for  public  health  purposes. 
0FE  also  has  responsibility  for  the  departmental  occupational 
safety  and  health  program.    The  office  has  a  current  staff  of  242 
positions.    Of  this  staff,  184  are  located  in  the  10  regional 
offices.    These  regional  staffs  are  under  the  administrative 
supervision  of  the  HHS  Regional  Directors  while  receiving  tech- 
nical direction  from  the  headquarters  Office  of  Facilities  Engi- 
neering. 


Purpose  and  Method  of  Operation 

0FE  performs  the  following  functions t 

o       Establishes  HHS  policies,  procedures,  and  technical  standards 
for  all  aspects  of  HHS  involvement  in  facilities  engineering, 
including:    federally  assisted  construction  activities,  real 
property  management,  Federal  Property  Assistance,  direct 
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Federal  construction,  and  occupational  safety  and  health. 

o  Provides  technical  surveillance  and  evaluation  to  insure 
compliance  with  these  policies,  procedures  and  technical 
standards  by  all  involved  regional  and  program  elements. 

o       Develops  and  publishes  the  HHS  policy  manual,  technical 
handbooks,  and  operating  procedures  on  engineering  and 
real  property  activities. 


Rationale  for  the  Budget  Request 

Policy  formulation,  procedure  development,  and  performance  evalua- 
tion requires  intensive  attention  in  OFE.    The  FT  1983  level  of 
headquarters  positions  will  permit  this  strong  departmental  leader- 
ship  for  facilities  engineering  to  continue.    Declining  Federal 
construction  and  actions  like  the  closing  of  PHS  hospitals  are 
reflected  in  a  lower  FT  1983  number  of  positions  in  the  regions. 

Accomplishments  in  FT  1982  include: 

o       The  Regional  Offices  managed  and  served  as  contracting 

officer  for  185  direct  Federal  special  purpose  alteration  and 
repair  projects  worth  $78  million,  the  bulk  of  which  were  in 
support  of  the  Indian  Health  Service. 

o       Completed  realty  actions  related  to  closing  down  of  the 
Public  Health  Service  Hospitals  and  Clinics. 

o       Provided  technical  design  review  and  architectural/engineer- 
ing related  guidance  to  grantees  on  241  federally  assisted 
construction  projects  with  estimated  value  of  $2.1  billion. 

o       Provided  direot  response  to  secret arially  assigned  responsi- 
bilities for  coordinating  HHS  energy  conservation  initiatives 
and  development  of  long  range  facility  master  plans. 

o       Managed  the  HHS  Federal  Property  Assistance  Program  including 
the  conveyance  of  properties  to  eligible  health  institutions. 

o       Developed  and  implemented  policies,  procedures,  and  regula- 
tions to  effectively  manage  the  acquisition,  utilization,  and 
budgeting  of  the  space  assigned  to  HHS  by  GSA. 

o       Developed  and  implemented  policies,  and  procedures  for  safety 
and  occupational  health  programs  in  HHS. 
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Anticipated  FT  1983  accomplishments  include: 

o      The  update  and  maintenance  of  the  HHS  system  of  policies, 
directives,  technical  standards,  and  operational  procedures 
for  facilities  engineering,  safety  and  occupational  health, 
and  Federal  property  assistance  operations. 

o      The  review  of  selective  HHS  elements  concerning  effectiveness 
of  safety  and  occupational  health  programs. 

o.     The  provision  of  technical  architectural/engineering  support 
services  to  HHS  operating  division  programs  in  both  direct 
Federal,  federally  assisted,  and  Departmental  owned  real 
property  programs. 


FY  GSA  Office  Space  Cost  (SLUC  and  Reimbursable  Services) 

The  General  Departmental  Management  office  space  rental  budget 
request  of  $19 r 782, 000  represents  a  net  increase  of  $7,705,000 
over  the  revised  FT  1982  figures.    This  is  a  mandatory  cost 
increase  principally  caused  by  significant  increases  in  the  SLUC 
rates  for  Washington  area  space. 
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Administrative  Services 


1982 
Current 
Estimate 


1983  Estimate 


Increase 

or 
Decrease 


Pos. 


Budget 
Authority 


Authori- 
sation^ Pos. 


Budget  Budget 
Authority    Pos.  Authority 


80 


$2 , 811 , 000 


Indef . 


80 


$3,003,000    -  +$192,000 


General  Statement 


Administers  a  variety  of  Departmental  Administrative  programs,  and 
provides  staff  support  services  to  the  Office  of  the  Secretary  and 
Regional  Offices. 

Purpose  and  Method  of  Operation 

This  Office,  with  a  staff  of  80  positions,  performs  the  following 
functions : 

o    Materiel  operations  which  include  property  management,  supply 
operations,  laboring  and  trucking  services,  and  the  distribution 
of  legislative  and  HHS  printed  material, 

o    HHS  headquarters  mail  and  messenger  services ,  transportation 
services,  and  communication  services  including  teleticketing. 

o    Visual  aids  and  graphic  services. 

o  Documentation  management  services  which  include  reports 
•management,  forms  management,  files  management,  records 
disposition  and  storage  of  vital  records. 

o    Library  services  including  extensive  law  and  research  services. 

Rationale  for  the  Budget  Request 

This  FY  1983  budget  request  will  permit  delivery  of  services  at 
the  FY  1982  level  of  operations.     Our  efforts  to  improve  services 
through  automation  will  continue  as  will  our  initiatives  to  improve 
efficiency  through  improved  methods  of  operation. 
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FY  1982  accomplishments  include: 

o    Centralization  of  facsimile  equipment  continued  in  FY  1982 

resulting  in  an  additional  46  facsimile  machines  being  removed, 
resulting  in  an  $85,000  savings. 

o    A  program  was  instituted  whereby  all  mail  going  to  the  regions 
was  batched  and  forwarded  by  pouch  in  lieu  of  sending  each 
individually.    Benefits  of  this  system  were  (1)  improved  de- 
livery service,  and  (2)  reduction  of  $48,000  in  postal  costs 
annually . 

o    All  OS  capitalized  personal  property,  valued  at  over  $300,  was 
inventoried  and  computerized,  for  the  first  time  in  several 
years.    This  inventory  permits  better  utilization  of  property 
and  provides  the  base  necessary  to  identify,  pick-up,  and  re- 
issue property  in  lieu  of  new  purchases. 

o    Library  services  continued  to  be  modernized  through  utilization 
of  computerized  library  services  available  through  the  Library 
of  Congress.    These  services  partially  offset  the  need  for  in- 
creased library  staff. 

Anticipated  FY  1983  accomplishments  include: 

o    Evaluate  possible  savings  from  consolidated  purchase  of  office 
machines  to  take  advantage  of  bulk  purchase  discounts. 

o    Improved  forms  management  program. 

o    Continue  our  mail  management  program  with  emphasis  on  available 
methods  which  will  offset  increasing  postal  rates. 

o    Review  all  administrative  service  functions  in  an  effort  to 

reduce  cost  or  improve  service  through  automation,  reorganization, 
consolidation  of  functions,  etc. 
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Grants  Payment  System 


1982 

Current 

Estimate 


1983  Estimate 


Increase  or 
Decrease 


Budget 
Pos.  Authority 


Authori- 
zation 


Budget 
Pos,  Authority 


Budget 
Pos.  Authority 


53 


$2,793,000 


Indefinite  53 


$3,450,000 


+$657,000 


General  Statement 


The  Department  grants  payment  system  serves  as  a  central  point 
in  the  Department  for  management  of  cash  flow  to  recipients  of 
HHS  Federal  assistance  awards.    The  system  functions  as  a  fiscal 
intermediary,  not  as  a  grant  awarding  office. 

Purpose  and  Method  of  Operation 

o  Provide  a  single  point  in  the  Department  of  advancing  cash 
to  recipients  under  Federal  assistance  programs,  including 
block  grants,  consistent  with  award  authorizations. 

o    Record  grant  and  contract  expenditures  reported  by  recipients 
and  transmit  these  expenditures  for  updating  agencies' 
accounting  systems  and  for  financial  monitoring  of  their 
programs . 

o    Ensure  accountability  of  Federal  cash  received  by  recipients 

o    Improve  cash  management  at  the  Federal  level  for  the  purpose 
of  minimizing  U.S.  Treasury  interest  costs  on  the  Federal 


o    Provide  technical  assistance  to  HHS  recipients  and  Operating 
Divisions  to  help  implement  block  grants  and  improve  the 
financial  administration  of  grants. 

Rationale  for  the  Budget  Request 

The  1983  request  would  enable  the  Department  to  complete  the 
development,  testing  and  late  FY  1983  implementation  of  a  new 
payment  management  system  to  supercede  the  existing  grants  . 
payment  system.    The  new  system  will  enable  the  Department  to 


debt. 
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expand  significantly  its  use  of  Treasury's  Federal  Communications 
System  for  electronic  payment  of  grants,  thereby  improving  con- 
trols over  payments  and  reducing  excess  cash  held  by  grantees. 
The  new  system  will  enable  the  Department  to  strengthen  its  cash 
management  capabilities  and  overcome  major  deficiencies  reported 
by  the  general  accounting  office  in  its  report  entitled  "HEW  Must 
Improve  Control  Over  Billions  in  Cash  Advances,"  dated  December 
28,  1979. 

In  FY  1982,  the  Grants  Payment  System  accomplished  the  following: 

o    Continued  to  provide  timely  payments  to  recipients  of  HHS 
grants. 

o    Developed  and  implemented  payment  procedures  and  cash  manage- 
ment monitoring  of  block  grants  funding. 

o    Completed  the  transfer,  from  the  system  to  the  Department 
of  Education,  of  grants  awarded  by  Education. 

o    Completed  a  substantial  part  of  the  computer  programming  for 
the  new  Grants  Payment  System. 

o    Implemented  a  computer  link  with  Treasury  for  high  volume 
electronic  funds  transfer  letter-of -credit  activity  under 
the  joint  HHS/Treasury  Department  Letter-of -Credit-Treasury 
Financial  Communications  System  (LOC-TFCS)  initiative. 
Continued  to  convert  large  recipients  to  LOC-TFCS  to  improve 
cash  management  and  letter-of -credit  service.    Developed  plans 
for  phasing  out  obsolete  letter-of-credit  systems  in  favor  of 
LOC-TFCS.    Explored  electronic  funds  transfer  alternatives  to 
the  current  Treasury  check  method  of  financing  smaller  re- 
cipients . 

In  FY  1983,  the  Grants  Payment  System  plans  to  accomplish  the 
following: 

o    Complete  the  testing  and  implementation  of  the  new  Grants 
Payment  System  which  will  significantly  strengthen  the 
Department's  ability  to  process  payments  to,  and  manage 
cash  in  the  hands  of,  recipients. 

o    Provide  timely  payments  of  over  $35  billion  to  HHS  re- 
cipients. 

o    Evaluate  and,  as  needed,  modify  procedures  for  payment  of* 
block  grants. 
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Regional  Services 


1982 
Current 
Estimate 


1983  Estimate 


Increase  or 
Decrease 


Budget 


Budget 


Budget 


Pos.  Authority  Authorization  Pos.  Authority  Pos.  Authority 
1,255  34,152,000      Indefinite      1,149  36,387,000  -106  +2,235 


The  Regional  Services  activity,  administered  by  the  Regional  Direc- 
tors, provides  centralized  administrative  support  services  to  the 
regional  office  components  of  the  Office  of  Human  Development  Ser- 
vices, Health  Care  Financing  Administration,  Public  Health  Service, 
and  the  Social  Security  Administration. 

The  1983  request  includes  a  reduction  of  106  positions  from  the 
1982  level  of  1,255  positions,  based  upon  a  projected  decrease 
in  the  Department's  regional  office  employment  and  improved 
productivity. 

Purpose  and  Method  of  Operation 

Through  the  Regional  Services  activity,  the  Department  provides 
centralized  personnel,  financial,  and  administrative  services  to 
its  regional  office  components  and  negotiates  and  approves  the 
basis  on  which  certain  types  of  costs  are  charged  to  Federal  pro- 
grams by  State  and  local  governments,  hospitals,  universities, 
and  non-profit  organizations.    Specifically,  this  activity  is  re- 
sponsible for  the  following: 

o  Personnel  Services  including  position  classification,  recruit- 
ment and  merit  promotion,  labor-management  relations,  training 
and  career  development,  and  employee  relations; 

o    Financial  Management  Services  including  accounting,  voucher/ 
invoice  examination  and  payment,  budget,  and  debt  collection; 

o    Administrative  Services  including  procurement  and  contracting, 
telecommunications  and  data  processing,  property  and  records 
management,  supply,  duplication  and  printing,  and  mail; 

o    Negotiation  and  approval  of  indirect  cost  rates,  State  and  local 
government  cost  allocation  plans,  fringe  benefit  rates,  and  com- 
puter rates;  resolution  of  audit  findings;  and  compliance  reviews 
of  Public  Assistance  plans. 


General  Statement 
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Rationale  for  Budget  Request 

The  FY  1983  request  of  1,149  positions  should  permit  the  Regional 
Directors  to  provide  essential  administrative  services  to  regional 
office  components  of  the  Department.    The  decreased  resource  level 
reflects  the  overall  reduction  in  the  Department's  regional  office 
employment,  the  effects  of  efforts  to  improve  staff  productivity 
and  efficiency,  and  the  Administration's  initiatives  to  reduce 
waste  and  unnecessary  requirements.    Consequently,  the  request 
includes  resources  for  only  those  activities  which  are  absolutely 
necessary. 

FY  1982  Accomplishments 

o    The  full  range  of  personnel  services  were  provided  for  approxi- 
mately 75,000  employees,  including  510,000  personnel  actions; 
31,000  classification  reviews;  and  20,000  adverse  actions  and 
grievances.    The  performance  management  system,  established 
pursuant  to  the  Civil  Service  Reform  Act,  was  administered  for 
all  regional  employees.    In  addition,  37  contracts  with  employee 
unions  were  negotiated  and  administered. 

o    Complete  accounting  and  fiscal  services  were  provided  to  re- 
gional components  including  examination  and  payment  of  260,000 
vouchers/invoices  and  the  recording  of  700,000  accounting  trans- 
actions.   Approximately  18,000  accounts  receivable  were  control- 
led with  prompt  collection  action  taken  where  appropriate. 
Pursuant  to  GAO  recommendations,  a  concerted  effort  was  under- 
taken to  reduce  outstanding  travel  advances. 

o    Indirect  cost  reviews  and  negotiations  were  conducted  with  over 
3,750  organizations  with  resultant  reduction  of  approximately 
$200  million  in  claimed  indirect  program  costs. 

o    Administrative  services  were  provided  to  all  regional  office 
components  and  their  75,000  employees  including  the  examination 
and  processing  of  21,500  procurement  requests,  the  delivery 
of  8.4-  million  pieces  of  mail,  and  the  administration  of  450 
contracts.    In  addition,  reviews  were  conducted  to  ensure  the 
proper  utilization  of  furniture,  equipment  and  maintenance  of 
records  and  files  of  all  regional  office  components. 

FY  1983  Anticipated  Accomplishments 

The  Regional  Directors  will  continue  to  provide  the  full  range 
of  cost  effective,  centralized  administrative  services.  Although 
a  reduction  in  employee  population  is  projected,  workload  will 
increase  in  some  activities  as  a  result  of  the  short-term  effects 
of  regional  component  reorganizations  and  reductions-in- force. 
This  workload  increase  will  be  offset  by  increased  efficiency  and 
productivity  and  the  reassignment  of  resources  from  lower  priority 
activities.    The  following  table  shows  the  historical  data  for 
major  ongoing  activities  together  with  projections  for  FY  1983: 


93-481    0—82  77 
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FY  1981 

FY  1982 

FY  1983 

Personnel  Actions 

487,500 

510,000 

525,000 

Classification  Actions 

34,000 

31,000 

29,000 

Adverse  Actions/Grievances 

19,500 

20,200 

23,500 

Vouchers/Invoices 

265,000 

260,000 

250,000 

Accounts  Receivable 

17,600 

18,000 

20,900 

Accounting  Transactions 

712,000 

705,000 

700,000 

Indirect  Cost  Negotiations 

3,880 

3,750 

3,500 

Contracts 

461 

450 

400 

Procurement  Requests 

23,000 

21,500 

20,000 

Mail 

8.6  mil. 

8.4  mil. 

8.4  mil. 

In  addition,  the  Regional  Directors,  through  the  Regional  Services 
activity,  will  undertake  the  following: 

o     Closely  review  6,000  training  requests  coming  from  the  Depart- 
ment's approximately  75,000  regional  office  employees,  and 
27,000  requests  for  furniture  and  equipment  to  ensure  their 
necessity  and  propriety. 

o     Perform  180  reviews  of  State  compliance  with  Cost  Allocation 
Plans  (through  which  $4  Billion  in  State  Administrative  costs 
are  charged  to  Federal  programs) ,  and  ADP  usage  and  fringe 
benefit  rates  which  are  charged,  in  part,  to  Federal  programs. 
Recent  audits  by  the  Department  and  GAO  have  disclosed  problems 
in  all  of  these  high  dollar  volume  areas. 

o     Implement  further  cost  savings  initiatives  in  the  areas  of 
printing,  supply,  ADP/Telecommunciations,  and  travel. 
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Employee  Systems  Center 


1982 
Current 
Estimate 


1 983  Estimate 


Increase  or 
Decrease 


Pos. 


Budget 

Authority    Authorization  Pos. 


Budget  Budget 
Authority  Pos.  Authority 


235 


$10,080,000  Indefinite 


211     $11  ,120,000  -24     +$1  ,040,000 


General  Statement 


The  Assistant  Secretary  for  Personnel  Administration  administers 
the  Employee  Systems  Center.    The  Center  provides  an  accurate, 
timely  payroll  for  all  HHS  employees.     It  also  develops,  main- 
tains and  administers  automated  systems  to  increase  the  efficiency 
and  effectiveness  of  both  payroll  and  personnel  functions  and  the 
reporting  of  payroll  and  personnel  data. 

The  FY  1983  budget  reflects  a  decrease  of  24  positions  and  $358,000 
offset  by  cost-of-living  adjustment  of  $853,000  and  a  program  increase 
of  $545,000  to  fund  three  special  projects.     These  special  projects 
will  enable  ESC  to  automate  tasks  now  performed  manually;  provide  for 
faster  more  economical  processing  of  documents;  reduce  error  rates, 
improve  the  level  of  services  meeting  requirements  generated  by  0PM, 
0MB,  Treasury  and  the  Congress  and  permit  the  reallocation  of  existing 
staff  to  initiatives  that  will  further  enhance  the  operations  and 
integrity  of  the  payroll/personnel  system.     The  projects  are: 

o    Field  systems  development  ($165,000).     The  funds  will  provide  for 
technical  support  staff  needed  to  maintain  parallel  systems  during 
the  period  of  replacement  of  the  nation-wide  terminal  data 
collection  service  (TDCS).     The  TDCS  provides  a  communication 
network  for  the  processing  of  personnel  and  pay  transactions 
for  the  54  servicing  personnel  offices.    The  TDCS  equipment 
upgrade,  initiated  in  FY  1982,  was  necessary  to  replace 
equipment  which  had  exceeded  its  life  expectancy  and  had  become 
inefficient  and  costly  to  maintain. 

o    Payroll  computer  program  improvements  ($200,000).    Current  annual 
payroll  ADP  systems  cost  exceeds  $4,000,000.    Modifications  over  the 
past  10  years  have  impacted  on  the  payroll  system  to  satisfy  new 
requirements  resulting  in  increased  processing  cost.    The  requested 
increase  will  provide  funds  to  support  an  independent  group  of 
programmers /analysts  to  systemitize  over  200  programs  and  to 
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develop  more  efficient  operational  procedures.     It  is  projected, 
by  the  end  of  FY  1984,  the  cost  of  rewriting  and  improving  payroll 
ADP  programs  will  be  recovered  through  increased  efficiency  and 
reduced  processing  cost. 

o    Systems  documentation  ($180,000).    The  requested  increase  will 
provide  funds  to  document  approximately  750  payroll  and 
accounting  system  programs.     The  program  documentation  is 
required  to  comply  with  GAO  certification  standards.    The  lack 
of  documentation  has  also  been  cited  by  the  HHS  Inspector 
General's  auditors  as  a  significant  deficiency  in  the  ADP 
security  program. 

Purpose  and  Method  of  Operation 

The  Employee  Systems  Center,  with  a  staff  of  211  positions,  performs 
the  following  functions. 

o    Operates  the  Department's  integrated  payroll/personnel  system 
through  54  servicing  personnel  offices  for  approximately  155,000 
employees  of  HHS. 

o    Processes  approximately  155,000  time  and  attendance  documents 
and  35,000  personnel  transactions  each  pay  period  (an  estimated 
5,000,000  documents  annually)  to  produce  pay  checks,  personnel 
action  notifications,  pay  accounting  data,  and  personnel  reports. 

o    Conducts  systems  evaluation,  quality  review  and  on-site  training, 
and  provides  technical  assistance  to  improve  the  total  system, 
eliminate  errors,  and  enhance  system  security. 

o    Conducts  continuous  review,  analysis  and  reports  development  to 
provide  program  officials  at  all  levels  with  personnel  management 
information. 

Rationale  for  the  Budget  Request 

The  requested  program  increase  of  $545,000  is  necessary  to  offset  the 
24  position  decrease  and  enable  ESC  to  maintain  the  current  level  of 
payroll/personnel  service  and  meet  mandated  requirements  with  an 
FY  1983  staffing  level  of  211.     The  increase  will  support  the 
automation  of  tasks  now  performed  manually  and  permit  the 
reallocation  of  existing  staff  to  priority  projects. 
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FY  1982  accomplishments: 

o     Implemented  a  reduction  in  strength  status  system  for  the 
Commissioned  Officer  Corps  of  the  Public  Health  Service. 

o    Effected,  through  central  automated  transactions,  annual  pay 
raises  for  most  employees. 

o    Computed  and  generated  salary  adjustments  for  merit  pay 
employees. 

o    Implemented  major  personnel  system  changes  required  by  the 

Office  of  Personnel  Management  in  FPM  Supplement  296-33,  which 
included  a  new  SF-50  (Notification  of  Personnel  Action)  and  an 
expanded  legal  authority  code  that  is  the  key  to  process 
personnel  actions. 

o    Standardized  the  employee  address  file  and  developed  procedures 
for  delivery  of  all  salary  checks  by  mail. 

o    Completed  the  procurement  of  the  new  terminal  data  collection 
equipment.    This  equipment,  which  replaces  the  aging  equipment 
now  in  use,  will  improve  the  responsiveness  of  the  total 
integrated  departmental  payroll/personnel  system. 

o    Developed  a  comprehensive  new  reports  production  system  (BARS). 

o    Automated  Civil  Service  Reform  Act  provisions  relating  to 
retained  grade  and  pay. 

o    Implemented  an  automated  pay  adjustment  process. 

o    Instituted  procedures  for  collecting  health  benefit  premiums 
from  employees  in  non-pay  status. 

o    Developed  an  automated  general  accounting  ledger  system  designed 
to  meet  GAO  requirements  for  documentation. 

The  Office  plans  to  conduct  the  following  activities  in  FY-1983: 

o    Complete  the  installation  of  the  new  terminal  data  collection 
equipment,  complete  pilot  testing  and  have  all  departmental 
servicing  personnel  offices  "live"  under  the  new  system. 
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o    Submit,  through  the  Central  Personnel  Data  File,  performance 
data  to  OPM. 

o    Submit  commissioned  officer's  payroll  system  design 
documentation  to  GAO  for  approval. 

o    Revise  the  Payroll  Operations  Manual. 

o    Implement  direct  mailing  of  all  salary  checks  not  processed 
through  electronics  fund  transfer. 

o    Automate  additional  pay  processes  to  reduce  manual  intervention. 
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Legal  Services 


1982  1983  Increase  or 

Current  Estimate  Estimate  Decrease 


Budget      Author-  Budget  Budget 

Pos.  Authority    ization  Pos.  Authority  Pos.  Authority 

Litigation...  506  $16,164,000      —    458  $16,800,000  -48  +$636,000 
Legal  Ad- 
vice and 

Legislation..  101  3,226,000  —  96  3,522,000  -5  +296,000 
Federal 

Register . . .  33      1,054,000      —      28      1,027,000    -5  -27,000 
Total...  640  $20,444,000  Indef-  582  $21,349,000  -58  +$905,000 
 inite  

General  Statement 

This  activity  within  the  Office  of  the  General  Counsel  handles 
the  legal  workloads  asspciated  with  all  departmental  programs. 
The  activity  includes  all  of  the  program  support  divisions  and 
their  regional  counterparts  within  the  Office  of  the  General 
Counsel  as  follows: 

Positions 

Business  and  Administrative  Law  Division  50 
Public  Health  Division  29 
Food  and  Drug  Division  65 
Health  Care  Financing  and  Human 

Development  Services  Division  49 
Social  Security  Division  106 
Regional  Offices  283 

Total  .  582 

The  Legal  Services  workloads  occur  in  three  major  functional 
areas:    1.  Litigation;  2.  Legal  Advice  and  Legislation; 
3.  Federal  Register. 

The  FY  1983  budget  request  includes  582  positions,  a  decrease  of  58 
positions  and  $250,000  which  is  off-set  by  an  increase  of  $1,155,000 
to  support  cost  of  living  adjustments  expected  this  budget  year. 

1 .  LITIGATION 

Purpose  and  Method  of  Operation 


The  Office  of  the  General  Counsel  provides  legal  services  to  the 
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Operating  Divisions  of  the  Department  in  the  handling  of  both 
defensive  and  enforcement  litigation.    Through  defensive  litiga- 
tion, including  administrative  hearings,  attorneys  represent  the 
Department  in  complaints  against  the  government  initiated  by 
aggrieved  persons.    A  major  objective  of  this  defensive  litigation 
is  to  ensure  that  claims  for  income  maintenance,  medicare  and 
medicaid  benefits  are  valid  under  existing  laws.  Defensive 
litigation  comprises  80%  of  the  litigation  workload. 

Through  civil  and  criminal  actions  and  enforcement  and  compliance 
proceedings,  attorneys  aid  in  the  Department's  efforts  to  ensure 
proper  use  of  Federal  funds,  to  collect  monies  due  the  Government, 
and  to  protect  the  consumer  from  unsafe  and  dangerous  products 
or  practices.    This  enforcement  litigation  comprises  20%  of  the 
workload. 

Rationale  for  the  Budget  Request 

OGC  anticipates  an  increased  number  of  litigation  activity  due  to 
an  increase  of  law  suits  filed  in  light  of  reduced  Federal  funding 
as  well  as  changes  in  Department  programs  brought  about  by  the 
Omnibus  Budget  Reconciliation  Act  of  1981. 

FT  1982  accomplishments: 

o    Defended  major  Social  Security  and  AFDC  cost  savings  provisions 
enacted  by  the  Omnibus  Budget  Reconciliation  Act  of  1981. 

o    Recovered  overpayments  made  to  Medicare  providers  where  services 
were  not  rendered  and  Social  Security,  SSI,  DI,  RSI  recipients 
when  offsets  to  future  payments  could  not  be  achieved. 

o    Savings  from  successful  defense  of  Medicare  cost  reimbursement 
exceeded  $500  million. 

o    Continued  support  initiatives  in  cooperation  with  states  to  curb 
fraud  and  abuse  in  Medicare,  Medicaid  and  AFDC  programs. 

o    Provided  detailed  summaries  and  explanations  of  laws  of  states 
and  territories  where  Federal  laws  incorporate  such  State  laws. 

o    Recovered  funds  under  the  Community  Mental  Health  Centers 
Construction  Act  from  grantees  who  failed  to  satisfy  their 
obligations  for  the  minimum  20 -year  period. 

o    Pursued  government  claims  in  Bankruptcy  Court,  in  Public  Health 
and  HCFA  matters  and  overpaid  employees  and  former  employees. 
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o    Assisted  the  U.S.  Department  of  Justice  in  proceedings  before 
the  Board  of  Contract  Appeals,  involving  disputes  over  Federal 
contracts. 

FY  1983  anticipated  accomplishments: 

o    An  estimated  total  of  15,341  new  court  cases  and  administrative 
proceedings  will  be  filed.    These  new  filings  are  expected  to  be 
distributed  among  the  major  program  areas  as  following: 


o    Assist  states  in  defending  the  Aid  to  Families  with  Dependent 
Children  provisions  of  the  Omnibus  Budget  Reconciliation  Act 
resulting  in  savings  of  both  Federal  and  State  expenditures. 

o    Defend  disability  cases  saving  the  Federal  Government  approxi- 
mately $403  million  in  Social  Security  Trust  Funds. 

o    Continue  to  defend  actions  challenging  eligibility  requirements 
for  Medicaid  and  Medicare  funded  programs  to  minimize  Federal 
expenditures . 

o    Representation  of  HCFA  in  Administrative  hearings  and  defense 
of  lawsuits  challenging  termination  of  Medicare  or  Medicaid 
providers  for  failure  to  meet  Federal  conditions  of  partici- 
pation. 

o    Exclude  physicians  and  providers  who  have  been  convicted  of 
Medicare  and  Medicaid  fraud  from  futher  participation  in 
Medicare  and  Medicaid  programs. 

o  Assist  in  numerous  lawsuits  brought  against  the  Secretary  in 
connection  with  enforcement  of  the  Hill-Burton  uncompensated 
care  and  community  services  assurances. 

o    Defense  of  a  precedent- setting  Surplus  Property  case  with 
potential  cost  savings  in  the  multi-million  dollar  range. 

o  Defend  construction  claims  arising  out  of  the  National  Institute 
of  Environmental  Health  Service  Research  Triangle  Project  before 
the  Armed  Services  Board  of  Contract  Appeals  and  other  contracts 
let  by  the  Department  for  approximately  $15-25  million. 


Health 

Income  Maintenance 
Administrative 


4,074 
10,034 
1,233 


o    Additional  litigation  resulting  from  major  program  amendments 
to  AFDC  program  enacted  by  P.L.  97-35  Omnibus  Budget  Reconcil- 
iation Act  of  1981  will  be  required. 
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2.     LEGAL  ADVICE  AND  LEGISLATION 
Purpose  and  Method  of  Operation 

The  Legal  Advice  and  Legislation  activity  provides  legal  advice 
to  client  agencies  by  preparing  legal  opinions,  legal  instruments , 
memoranda,  congressional  correspondence  and  drafting  and  commenting 
on  legislation  affecting  the  Department. 

Rationale. for  the  Budget  Request 

OGC  anticipates  an  increase  in  the  request  for  legal  advice, 
legislative  information  and  legal  opinions  due  to  the  numerous 
provision  changes  brought  about  by  the  Omnibus  Budget  Reconcil- 
iation Act  of  1981. 

FY  1982  accomplishments: 

o  Advised  program  officials  on  the  recovery  of  Federal  funds  in 
the  possession  of  hospitals,  mental  health  centers,  and  other 
grantees  which  are  going  into  bankruptcy  or  have  been  terminated. 

o  Provided  clear  regulations  and  policy  guidance  on  departmental 
programs  to  states  and  public  interest  groups  with  emphasis  on 
cost-cutting  and  savings. 

o    Provided  assistance  leading  to  the  development  of  an  Inter- 
national Social  Security  Agreement  with  Canada,  France,  Japan, 
Spain,  England,  Austria,  Norway,  Sweden,  and  Greece. 

o  Provided  detailed  summaries  and  explanations  of  laws  of  states 
and  territories  where  Federal  laws  incorporate  such  State  laws. 

FY  1983  anticipated  accomplishments: 

o    Advise  program  officials  on  debt  management  initiatives  for 
avoiding  and  recovering  overpayments  in  Titles  II  and  XVI  of 
the  Social  Security  Act  and  the  requirements  for  states 
under  the  AFDC  program  to  reduce  error  rates,  collect  over- 
payments and  curb  fraud  and  abuse. 

o    Continue  to  provide  lead  assistance  in  the  development  and 
implementation  of  International  Social  Security  Agreements 
between  the  United  States  and  Canada,  Norway,  Sweden,  France, 
Spain,  England,  Austria,  Greece  and  Japan. 

o    Advise  state  and  local  agencies  and  officials,  as  well  as  the 
various  offices  of  the  State  Attorneys  General,  concerning 
requirements  of  programs  (such  as  AFDC,  Medicaid,  Medicare  and 
new  Block  Grants)  administered  and  overseen  by  the  Department. 
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o    Provide  legal  advice  and  counsel  to  clients  regarding  admini- 
stration and  operation  of  programs  affected  by  legislative 
changes,  rescission  of  regulations,  and  implementation  of  new 
regulations . 

o    Respond  to  congressional  inquiries  for  legislative  and  legal 
materials. 

o    Prepare  legal  opinions,  drafts  and  review  legal  instruments 
and  provide  informal  legal  services  for  the  Department. 

o    Provide  legal  advice  with  respect  to  approximately  6,000  audit 
reports  issued  involving  $126.5  million  in  financial  adjust- 
ments. 

o    Approximately  70,020  requests  for  legal  advice  and  services  are 
anticipated.    The  request  are  broken  down  into  major  program 
areas  as  follows: 

Health  41,893 
Income  Maintenance  11,203 
Administrative  16,924 

3.     FEDERAL  REGISTER 

Purpose  and  Method  of  Operation 

The  major  objective  of  the  Federal  Register  activity  is  to  review 
proposed  actions  to  issue,  amend,  or  revoke  regulations  to  assure 
that  they  are  clearly  within  the  authority  delegated  by  law  and 
consistent  with  congressional  intent.    These  regulations  and 
accompanying  statements  are  written  in  clear  and  understandable 
language.    Some  of  the  Department's  actions  issuing  or  withdrawing 
regulations  are  mandated  by  Congress  or  the  Courts.    Other  actions 
initiated  by  the  Department  reflect  the  results  of  efforts  to 
eliminate  unnecessary  or  overly  burdensome  rules. 

Rationale  for  the  Budget  Request 

OGC  anticipates  an  increased  volume  of  regulation  review  activity 
due  to  the  numerous  statutory  changes  brought  about  by  the  Omnibus 
Budget  Reconciliation  Act  of  1981.    The  changes  will  effect  AFDC, 
Medicare,  Medicaid,  SSA,  Block  Grants  and  other  Department  program 
regulations.    In  addition,  the  Department's  deregulatory  initiatives 
will  necessitate  substantial  effort  to  implement. 
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FY  1982  accomplishments: 

o    Completed  demonstration  projects  to  develop  regulatory  evalu- 
ation planning  techniques  in  joint  projects  with  other 
departments  and  agencies. 

o    Assessed  the  results  of  demonstration  projects  to  assist  the 
public  in  commenting  on  regulations. 

FY  1983  anticipated  accomplishments: 

o    Provide  assistance  to  program  officials  in  the  development  of 
clear  and  informative  regulations  with  emphasis  on  cost  cutting 
and  savings. 

o    Continue  participation  at  appropriate  stages  in  the  development 
and  clearance  of  regulations  to  maintain  high  standards  of 
clarity,  assist  in  the  elimination  of  unnecessary  or  overly 
burdensome  rules,  and  assure  that  regulations  meet  legal 
requirements  and  fulfill  the  Department's  objectives. 


1227 


General  Departmental  Management 


Estimates  for  Consultant  Services 


Program  Activity 


FY  1982 


Obligations 


FY  1983 


Departmental  Direction: 
Appropriated  funds.,.. 
Reimbursable  funds.... 


$  454,000 
8,239,000 
$8,693,000 


$  684,000 
8,152,000 
$8,836,000 


Subtotal 


Departmental  Operations: 

Appropriated  funds  

Reimbursable  funds  


86,000 
150,000 
236,000 


246,000 
50,000 
296,000 


Subtotal 


Total  obligations 


$8,929,000 


$9,132,000 


Description  of  the  Need  for  Consultant  Services 

Consultant  services  are  needed  to  provide  otherwise  unavailable 
expertise  on  a  time  limited  basis  for  the  following  projects. 

Appropriated  Funds 

Of  the  $930,000  request  for  FY  1983,  $584,000  would  support 
further  development  of  the  Standard  Accounting  System  and 
extension  of  the  new  system  to  a  selected  operating  division. 
The  remaining  $346,000  would  fund  appointive  consultant  and 
small  consultant  services  contracts  to  obtain  expertise  in  such 
areas  as  health  and  social  services  programs,  aspects  of  depart- 
mental conminications  and  the  HHS  personnel/payroll  system. 

Reimbursable  Funds 

These  funds  would  support  activities  conducted  on  behalf  of  the 
Department's  agencies  on  a  reimbursable  basis.    Of  the  $8,202,000 
anticipated  for  FY  1983,  $7.8  million  would  fund  evaluations  of 
HHS  programs  under  the  Department's  several  statutory  evaluation 
set-aside  authorities.    FY  1983  evaluation  activities  will  include: 
assessing  the  costs  of  health  care  to  structure  more  effective 
mechanisms  for  promoting  competition;  addressing  the  issue  of 
restructuring  the  provision  of  health  care,  focusing  on  increased 
access  and  the  delivery  of  appropriate  services  in  special  settings 
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EEPARmENEAL  MANAGEMENT 
Office  of  the  Inspector  General 


For  expenses  necessary  for  the  Office  of  the  Inspector 
General,  ^$26,901,0007  $45,894,000,  together  with  not  to 
exceed  $6,000,000  to  be  transferred  and  expended  as  authorized 
by  section  201(g)(1)  of  the  Social  Security  Act  from  any  one 
or  all  of  the  trust  funds  referred  to  therein.    /Far  making 
payments  to  States  for  Medicaid  State  Fraud  control  units 
under  sections  1903(a)(6)  and  1903(a)(7)  of  the  Social 
Security  Act  for  fiscal  year  1982,  $43,099,000;  and  for  the 
fourth  quarter  of  fiscal  year  1981  and,  after  June  30,  1982, 
for  the  first  quarter  of  fiscal  year  1983,  such  sums  as  may 
be  necessary,  to  be  charged  to  the  subsequent  appropriation 
therefor  for  fiscal  year  1982  or  1983.    Funds  provided  for 
making  payments  for  the  first  quarter  of  fiscal  year  1982, 
shall  be  available  for  payments  during  the  last  quarter  of 
fiscal  year  1981  J/ 

For  making  payments  to  States  for  medicaid  State  fraud 

control  units  under  section  1903(a) (6)  of  the  Social  Security 

Act  for  fiscal  year  1983,  $36,346,000, 


For  making,  after  May  31  of  the  current  fiscal  year, 
payments  to  States  under  section  1903(a)(6)  of  the  Social 
Security  Act  for  the  last  three  months  of  the  current  fiscal 
year  for  unanticipated  costs,  incurred  for  the  current  fiscal 
year,  not  to  exceed  $5,000,000,  the  obligations  and  expendi- 
tures to  be  charged  to  the  subsequent  appropriations  therefor 
for  the  current  fiscal  year. 


For  making  payments  to  States  for  medicaid  State  fraud 
contro.l  units  under  section  1903(a)(6)  of  the  Social  Security 
Act  for  the  first  quarter  of  fiscal  year  1984,  $10,000,000. 
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Language  Analysis 


Language  Provision 


Explanation 


For  making,  after  May  31  of  the 
current  fiscal  year,  payments  to  States 
under  section  1903  (a)(6)  of  the 
the  Social  Security  Act  for  the  last 
three  months  of  the  current  fiscal 
year  for  unanticipated  costs,  incurred 
for  the  current  fiscal  year,  not  to 
exceed  $5,000,000,  the  obligations 
and  expenditures  to  be  charged  to  the 
subsequent  appropriations  therefor 
for  the  current  fiscal  year. 


Provides  that: 


(1)  Costs  for  the  last  3 
months  of  fiscal  year 
1983  may  be  financed, 
if  necessary,  from 
funds  of  the  next 
fiscal  year.  This 
safeguards  recipient 
States  under  the  State 
medicaid  fraud  control 
units  grants  program. 
If  the  appropriation 
estimates  for  1983 
prove  to  be  too  low, 
grants  to  States 
would  continue 
without  interruption. 

(2)  The  funds  financed  from 
the  next  fiscal  year  for 
higher  than  budgeted 
costs  in  fiscal  year  1983 
may  not  exceed  $5,000,000, 


For  making  payments  to  States  for 
medicaid  State  fraud  control 
units  under  section  1903  (a)(6) 
of  the  Social  Security  Act  for  the 
first  quarter  of  fiscal  year  1984, 
$10,000,000. 


This  language  has  been 
added  to  provide  for  an 
advance  appropriation  for 
making  grant  awards  for  the 
first  quarter  of  fiscal 
year  1984.    This  eliminates 
the  need  for  "borrowing " 
funds  from  fiscal  year  1984 
for  making  grant  awards  in 
fiscal  year  1983  for  the 
first  quarter  of  fiscal 
year  1984.    As  a  result, 
beginning -with  fiscal 
year  1984,  budget  authority 
and  appropriation  amounts 
for  the  budget  year  will 
be  the  same. 
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82  DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

DEPARTMENTAL  MANAGEMENT 
OFFICE  OF  THE  INSPECTOR  GENERAL 
Amounts  Available  for  Obligation  1/ 


1982  1983  1984  2/ 

1981  Actual        Estimate         Estimate  Estimate 

Appropriation   $58,746,000       $67,938,000     $82,240,000  $10,000,000 

Real  transfer  to: 

Departmental 
Management, 
"General 
Departmental 

Management"   -3,800,000 

Comparative 
transfers 
from; 

Departmental 
Management, 
"General  Depart- 
mental Manage- 
ment"  222,000 

Department  of 
Education, 
Office  of 
Special  Educa- 
tion and  Handi- 
capped Research, 
"Rehabilitation 


Services  and 
Handicapped 
Research"  for 
audit 

functions   941,000  973,000 

Appropriation  - 
available  from 

subsequent  year..  10,000,000 

Appropriation 
available  in 

prior  year   —  —  -10,000,000 


Subtotal, 
adjusted 
budget 

authority   56,109,000        78,911,000       72,240,000  10,000,000 


93-481   0—82  78 
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1982  1983  1984 

1981  Actual       Estimate  Estimate  Estimate 

Receipts  and 
re  imbursements 
from: 

Trust  funds   6,000,000  5,760,000  6,000,000   

Unobligated 
balance  start 

of  year   9,761,000       

Unobligated 
balance 

lapsing   -1,667,000   - —       


Total  obliga- 
tions  70,203,000         84,671,000       78,240,000  10,000,000 


1/  Excludes  the  following  amounts  for  reimbursements:    FY  1981  - 
$4,133,000  and  93  positions;  FY  1982  $3,843,000  and  93  positions; 
FY  1983  -  $4 ,.026, 000  and  93  positions. 

2/  The  fiscal  year  1984  estimate  represents  the  amount  of  the 

advance  appropriation  required  to  meet  all  States'  requirements 
for  first  quarter  FY  1983  grants. 
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Summary  c£  Changes 


1982  Estimated  budget  authority   $78,911,000 

Less  financial  adjustments   -10,000,000 

Subtotal   68,911,000 

1983  Estimated  budget  authority   72,240,000 

Net  change   +3,329,000 


1982  Base  Change  from  Base 

Pos         Amount  Bos.  Amount 


Increases 


Built-in; 

1.  Annualization  of 

FY  1982  pay.  . 

increases     $30,686,000    +$1,649,000  1/ 

2.  Career  ladder 

promotions  and 
within-grade 

step  increases...    30,686,000    +489,000 

3.  Increases  in  per 

diem  and  air 

fare  rates     4,116,000    +407,000 

4.  Increases  in 

freight  ship- 
ment rates     119,000    +13,000 

5.  Increases  for 

space  and  build- 
ing management...    2,070,000    +952,000 

6.  Increases  in 

telephone  rates..    796,000    +398,000 

7.  Increases  in 

postage,  print- 
ing, supplies, 
equipment  and 

rental  rates     2,725,000  +137,000 

8.  Other  admi stra- 

ti ve  cost 

increases     5,818,000    +438,000 


1/  This  represents  the  full  amount  required  in  FY  1983  to    fund  the 
October  1981  pay  raise  and  the  lifting  of  the  executive  pay  cap. 
No  funds  are  included  in  the  FY  1982  column  of  this  budget  for  pay 
increases,  and  consideration  will  be  given  to  this  requirement 
in  March  1982. 
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Summary  of  Changes  -  continued   

1982  Base                 Change  from  Base 
Pos.        Amount  Pos .  Amount 


9.  Restoration  of 
non-Federal 
contract  audit 

program   —  2,342,000    +1,658,000 

Subtotal     +6,141,000 

Decreases ; 
Built-in: 
1.  State  Medicaid 
Fraud  Control 
Units  revert 
to  75  percent 

match    29,158,000    -2,812,000 

Subtotal....    -2,812,000 


Net  change.. 


+3,329,000 


86 
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Budget  Authority  by  Activity 

1982  1983 


1981  Actual  Estimate  Estimate 
 Fos.     Amount  Pos.     Amount     Fos.  Amount 

Executive  Management..      27  $907,000  27    $1,036,000       27  $1,199,000 

Office  of  Audit               776  29,626,000  776    35,076,000     776  39,808,000 

Office  of  Investi- 
gations                          187  6,530,000  187     7,817,000     187  9,063,000 

Office  of  Systems 

Integrity.                       36  1,380,000  36     1,584,000       36  1,824,000 

State  Medicaid  Fraud 

Control  Units     31,760,000  —    39,158,000    26,346,000 

Total  obligations.. 1,026  70,203,000  1,026    84,671,000  1,026  78,240,000 
Less:    Trust  fund 

transfers     -6,000,000    -5,760,000    -6,000,000 

Unobligated  balance, 

start  of  year. ...  ....    -9,761,000    - —     —  - — 

Unobligated  balance, 

laps  ing     1,667,000        — - 

Total  budget 

authority  1,026  56,109,000  1,026    78,911,000  1,026  72,240,000 

/Standard  level  user 

~  charge/  /T,956, 000/  F~^J  /2, 122, 00_7  /=_7  /3, 060, 000/ 
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Budget  Authority  by  Object 


Increase 

1982                  1983  or 
Estimate  Estimate  Decrease 


Total  number  of  permanent 

1,026 

1,026 

Full— time  equivalent  of  all 

40 

40 

- 

Total  compensable 

923 

923 

Personnel  compensation: 

$27,643,000 

$29,526,000 

+$1,883,000 

Positions  other  than 

573,000 

617,000 

+44,000 

Other  personnel 

47,000 

54,000 

+7,000 

Subtotal,  personnel 

28,263,000 

30,197,000 

+1,934,000 

2,714,000 

2,918,000 

+204,000 

Benefits  for  former  personnel. 

19,000 

38,000 

+19,000 

Travel  and  transportation  of 

4,116,000 

4,523,000 

+407,000 

119,000 

132,000 

+13,000 

Rent,  communications  and 

1,948,000 

2,978,000 

+1,030,000 

Standard  level  user  charges . . . 

2,070,000 

3,022,000 

+952,000 

Printing  and  reproduction..... 

112,000 

118,000 

+6,000 

5,818,000 

7,612,000 

+1,794,000 

147,000 

156,000 

+9,000 

186,000 

199,000 

+13,000 

Grants,  subsidies  and 

39,158,000 

26,346,000 

-12,812,000 

1238 


Insurance  claims  and 

indemnities   1,000  1,000   

Total,  obligations  by 

object   84,671,000  78,240,000  -6,431,000 

Less:    Trust  fund 

transfers   -5,760,000  -6,000,000  -240,000 

Budget  authority  by 

object   78,911,000  72,240,000  -6,671,000 

(Consultant  services)  (2,342,000)  (4,000,000)  (+1,658,000) 
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Authorizing  Legislation 


Legislation 

Office  of  the 
Inspector 
General : 

P.L.  94-505 

P.L.  95-142  and 
P.L.  95-499 

Total 


1982 
Amount 
Authorized 


Indefinite 


Indef  inite 


1982 
Estimate 

$39,753,000 

29,158,000 
$68,911,000 


1983 
Amount 
Authorized 


Indef  inite 


Indef  inite 


1983 
Budget 
Request 

$45,894,000 

36,346,000 
$82,240,000 
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OFFICE  OF  THE  INSPECTOR  GENERAL 


Budget 

Estimate  House  Senate 

to  Congress  Allowance  Allowance  Appropriation 

FY  1974: 

Appropriation   $18,730,000  $18,730,000  $18,638,000  $18,638,000 

SSA  transfer   2,934,000  2,934,000  2,934,000  2,934,000 

FY  1975: 

Appropriation   20,030,000  20,030,000  18,902,000  18,902,000 

SSA  transfer   3,089,000  3,089,000  3,089,000  3,089,000 

FY  1976: 

Appropriation   20,454,000  20,454,000  20,454,000  20,454,000 

SSA  transfer   3,252,000  3,252,000  3,252,000  3,252,000 

FY  1977: 

Appropriation   20,742,000  20,742,000  20,303,000  20,303,000 

SSA  transfer   3,429,000  3,429,000  3,429,000  3,429,000 

FY  1978: 

Appropriation   36,350,000  36,350,000  36,350,000  36,350,000 

SSA  transfer   4,290,000  4,290,000  4,290,000  4,290,000 

FY  1979: 

Appropriation   47,246,000  47,246,000  47,246,000  47,246,000 

SSA  transfer   4,705,000  4,705,000  4,705,000  4,705,000 

FY  1980: 

Appropriation   66,224,000  66,224,000  66,224,000  66,224,000 

SSA  transfer   4,194,000  4,194,000  4,194,000  4,194,000 

FY  1981: 

Appropriation   74,365,000  69,353,000  69,353,000  56,109,000 

SSA  transfer   6,000,000  6,000,000  6,000,000  6,000,000 

FY  1982: 

Appropriation   81,488,000  81,488,000  70,973,000  68,911,000 

(69,411,000)1/ 

SSA  transfer   6,000,000  6,000,000  6,000,000  5,760,000 

FY  1983: 

Appropriation. ....  82, 240, 000 

SSA  transfer   6,000,000 


1/  FY  1982  appropriation  without  specified  percentage  reduction 
as  included  in  P.L.  97-92. 
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Office  of  the  Inspector  General 

Authorizing  legislation  -  P.L.  94-505,  -  Title  II  -  Office  of  Inspector 
General;  P.L.  74-271,  Social  Security  Act,  as  amended  by  P.L.  95-142,  Medicare- 
Medicaid  Anti-Fraud  and  Abuse  Amendments,  and  P.L.  96-499,  The  Omnibus 
Reconciliation  Act  of  1980. 


1982 

Current  Increase  or 

Estimate   1983  Estimate   Decrease 


Pos. 

Budget 
Authority 

Authori- 
zation Pos. 

Budget 
Authority 

Pos. 

Budget 
Authority 

Executive 
Management. • 

27 

$  1,036,000 

Indef. 

27 

$  1,199,000 

+$  163,000 

Office  of 

776 

35,076,000 

Indef. 

776 

39,808,000 



+  4,732,000 

Office  of 
Invest i- 

187 

7,817,000 

Indef. 

187 

9,063,000 



+  1,246,000 

Office  of 
Systems 
Integrity. . . 

36 

1,584,000 

Indef. 

36 

1,824,000 

+  240,000 

State  Medi- 
caid Fraud 
Control  Un- 
its  

39,158,000 

Indef. 

26,346,000 

-12,812,000 

Total  Obli- 

1,026 

84,671 ,000 

1,026 

78,240,000 

-  6,431,000 

Less:  Trust 
Fund  Trans- 

-5,760,000 

-6,000,000 

240,000 

Budget  Auth- 

1,026 

78,911,000 

1,026 

72,240,000 

-  6,671,000 

General  Statement 


The  Office  of  Inspector  General  was  created  by  Public  Law  94-505  to  coordinate 
and  provide  leadership  for  the  Department' s  efforts  to  promote  economy  and 
efficiency,  and  to  prevent  fraud  and  abuse  in  HHS  programs  and  operations.  The 
Inspector  General  also  has  a  statutory  mandate  to  keep  the  Secretary  and  the 
Congress  fully  informed  about  problems  and  deficiencies  in  HHS  programs  and 
the  necessity  for  corrective  action. 


1242 


93 


These  statutory  missions  are  accomplished  by: 

o    Conducting  audits,  investigations  and  systems  reviews; 

o    Coordinating  efforts  of  the  Department' s  operating  divisions  to 

detect  and  eliminate  fraud,  program  misuse  and  management  inefficiency; 

o  Developing  new,  improved  techniques  for  detecting  and  preventing  fraud, 
program  misuse  and  management  inefficiency,  and; 

o  Developing,  maintaining,  and  coordinating  working  relationships  between 
the  Office  of  the  Inspector  General  and  other  organizations  at  Federal, 
State  and  local  levels. 

In  FY  1982  the  Inspector  General  initiated  significant  changes  in  the  scope  and 
priorities  in  the  work  of  OIG.     In  addition,  organizational  changes  were 
implemented  to  facilitate  the  changes  in  work  direction.    That  general  shift 
redirected  OIG  away  from  activities  such  as  financial  compliance  audits, 
university  and  non-profit  grantee  audits  and  reactive  criminal  investigations. 
The  new  direction  focused  on  department-wide  programs  and  emphasized  reducing 
the  opportunities  for  fraud,  waste,  and  abuse.    A  comprehensive,  coordinated 
and  integrated  OIG  plan  was  developed  to  help  accomplish  that  objective.  New 
work  priorities  provided  increased  attention  to  health  care  financing  programs 
(particularly  Medicare),  Social  Security  programs  and  the  Department's  computer 
systems.     Civil  fraud  and  administrative  sanctions  were  addressed  for  the  first 
time  and  major  efforts  to  coordinate  the  fraud  control  efforts  of  Federal, 
State  and  local  units  were  increased.     Protecting  the  integrity  and  improving 
the  efficiency  of  the  Department's  program  and  management  systems  were  the 
overiding  concerns  that  tied  together  all  OIG  efforts.  Organizational 
alignments  were  changed  to  support  the  new  work  priorities.  Significant 
changes  included  establishing  a  health  care  financing  audit  unit,  an  automatic 
data  processing  audit  unit,  and  a  civil  investigative  unit  to  handle  civil  and 
administrative  sanctions. 

The  FY  1983  budget  for  the  Office  of  Inspector  General  does  not  request  new 
positions  to  accomplish  those  changes  implemented  in  FY  1982.    We  expect  to 
achieve  the  new  goals  by  redirecting  the  workforce.    We  are,  however, 
requesting  $1,658,000  to  restore  our  audit  contract  program  to  the  approved 
levels    The  audit  contract  program  has  been  seriously  eroded  over  the  last  two 
years  because  of  severe  inflation. 

A  supplemental  request  to  support  the  cost  of  the  January,  1982  lifting  of  the 
executive  pay  cap  (P.L.  97-92),  and  the  October,  1981  payraise  is  not  being 
requested  at  this  time.    The  Office  of  Management  and  Budget  has  determined, 
due  to  the  recent  enactment  of  all  of  the  Government  appropriation  bills,  to 
submit  any  necessary  supplementals  for  the  pay  costs  in  the  spring.    Of  the 
$6,141,000  of  total  built-in  increases  being  requested,  $1,649,000  is 
associated  with  those  payraise  costs. 
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Regulations  Activities 

The  Office  of  the  Inspector  General  is  charged  with  regulatory  responsibilities 
in  two  areas.    The  first  pertains  to  the  review  of  overall  departmental  regu- 
lations in  order  to  include  provisions  to  prevent  fraud,  waste  and  abuse  and  to 
design  management  controls  to  improve  economy  and  efficiency.    For  example, 
in  FY  1982,  to  focus  on  the  high  cost  problem  areas  OIG  began  compiling  a  data 
base  on  regulations  where  excessive  costs,  abuses  and  fraud  have  been  shown  to 
occur  because  of  looseness  in  regulations.    This  effort  will  be  fully 
implemented  in  FY  1983.     The  total  OIG  regulatory  review  effort,  which  will  be 
an  extension  to  the  normal  audit,  systems  analysis  and  investigative  processes, 
will  also  concentrate  on  simplifying  the  regulatory  process  and  developing  fewer 
and  less  complex  regulatory  directives.    OIG  will  expend  approximately  1.5 
staff  years  and  $75,000  in  FY  1982  and  3  staff  years  and  $150,000  in  FY  1983 
on  departmental  regulations  review. 

In  addition  to  the  review  and  reform  functions  cited  above,  OIG  participates  in 
the  preparation  and  review  of  proposed  regulations  that  impact  directly  on  the 
funding  and  operations  of  the  State  Medicaid  Fraud  Control  Units.    To  simplify 
regulatory  procedures,  OIG  considers  changes  to  regulations  and  has  issued  new 
policies  permitting  states  to  make  more  effective  and  efficient  use  of  their 
personnel,  equipment  and  funds.    OIG  expended  approximately  0.1  staff years  and 
$5,000  on  this  function  in  FY  1981  and  anticipates  utilizing  the  same 
staff  years  and  funds  in  FY  1982  and  1983. 

The  Office  of  the  Inspector  General  consists  of  the  components  discussed  below: 
(1)  Executive  Management;   (2)  Audit;   (3)  Investigations;  and  (4)  Systems 
Integrity.    The  office  also  administers  a  grant  program  for  State  Medicaid 
Fraud  Control  Units.    Details  of  the  new  direction  of  these  components  follow. 

1.     EXECUTIVE  MANAGEMENT 

Purpose  and  Method  of  Operation 

This  component  consists  of  the  Inspector  General  and  the  Deputy  Inspector 
General  (both  positions  established  by  law). 

The  functions  of  Executive  Management  are  to: 

o    set  policy  and  give  leadership  to  the  audit,  investigative  and  systems 
review  functions; 

o    direct  the  conduct  of  audits,  investigations,  quality  control,  and 
systems  review  to  detect  the  need  for  reforms  in  controls, 
systems,  management,  regulations,  statutes,  and  program  design; 

o    keep  the  Secretary  and  the  Congress  informed  concerning  problems  and 
deficiencies  in  HHS  programs  and  to  recommend  corrective  action,  includ- 
ing regulations  and  legislation; 

o    provide  a  wide  variety  of  administrative  services  such  as  budget 

formulation  and  execution,  procurement,  personnel  services,  and  travel 
management  for  headquarters  and  field  personnel  of  the  Office  of  the 
Inspector  General. 
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Rationale  for  the  Budget  Request 

Executive  Management  includes  the  Immediate  Office  of  the  Inspector  General, 
the  Deputy  Inspector  General  and  a  central  support  staff.     The  Executive 
Management  function  has  authority  for  27  positions.  In  addition  to  overall 
management  and  direction,  a  support  staff  provides  a  variety  of  services  for 
the  OIG  headquarters  and  field  personnel  including  budget  formulation  and 
execution,  office  services,  public  information,  congressional  liaison, 
personnel  services,  travel  management,  contract  management,  procurement,  and 
the  preparation  of  special  reports  for  the  Secretary  and  the  Congress.     The  FY 
1983  request  will  maintain  a  current  service  level  of  effort  for  such 
activities. 

2.     ASSISTANT  INSPECTOR  GENERAL  FOR  AUDITING  (OFFICE  OF  AUDIT) 
Purpose  and  Method  of  Operation 

The  Office  of  Audit's  mission  is  to  provide  the  Department  with  the  audit 
services  necessary  to  promote  economy  and  efficiency,  and  to  prevent  fraud, 
waste  and  abuse  in  operations  carried  out  both  internally  and  through  grantees 
and  contractors.     In  the  past,  thousands  of  audit  hours  were  spent  on 
validating  expenditures  at  state  and  local  grantees  and  university  and 
non-profit  grantees.     In  accordance  with  OMB  Circular  A-102  and  110,  these 
state  and  local  audits  will  be  performed  by  non-Federal  auditors.     The  Office 
of  Audit  will  be  working  with  non-Federal  auditors  to  develop  audit  guides  for 
use  in  these  audits.     Resources  normally  used  on  these  audits  will  therefore  be 
redirected  to  more  pressing  areas  such  as  Social  Security  programs  and 
Medicaid/Medicare . 

Rationale  for  the  Budget  Request 

The  Administration  has  made  it  clear  that  waste  and  abuse  in  Social  Security, 
and  Medicare/Medicaid  programs  will  be  detected  and  reduced.     The  FY  1983 
budget  request  will  support  these  initiatives  by  continued  redirection  of 
current  staff  resources  .     Concurrently  an  increase  of  $1,658,000  is  being 
requested  in  FY  1983  to  restore  the  contract  audit  program  to  the  approved 
level.    Audit  contract  funds  have  been  severely  eroded  during  the  past  several 
years  because  of  rapidly  increasing  inflation.     These  contract  funds  will  be 
used  primarily  for  audits  of  Medicare  Intermediaries  and  Carriers  where  final 
settlements  by  HCFA  are  delayed  pending  results  of  those  audits.     As  of 
November  17,   1981  a  backlog  of  final  settlements  totalling  $.9  billion  exists. 

The  Office  of  Audit  is  responsible  for  developing  and  maintaining  a 
comprehensive  audit  program  for  the  Department  and  its  operating  divisions.  It 
serves  a3  principal  adviser  to  the  Inspector  General  and  top  Department 
officials  on  auditing.     In  FY  1981,  the  Office  of  Audit  issued  6,854 
audit  reports,  as  compared  to  5,293  in  FY  1980,  including  reports  of  audits 
performed  for  other  Federal  agencies  under  OMB's  assignment  of  audit  cognizance 
for  institutions  of  higher  education.     Also  during  FY  1981 ,  audit- recommended 
financial  adjustments  of  $157.0  million  were  entered  into  the  departmental 
accounting  system  as  accounts  receivable.     Our  efforts  in  FY  1983  will  be 
directed  toward  equalling  and  exceeding  that  four  to  one  recovery  rate. 
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Audit  effort  will  be  spent  analyzing: 

o    Payment  Process — Past  audits  have  pointed  out  serious  weaknesses  in 
controls  over  the  payments  of  Federal  dollars  to  various  recipients. 
Because  of  the  high  risk  (substantial  dollars  involved)  in  the  Social 
Security  and  Medicaid/Medicare  programs,  significant  audit  resources 
will  be  used  in  reviewing  payment  controls.     Periodic  reviews  will  be 
made  during  the  year  to  verify  that  actual  costs  are  being  claimed  in 
accordance  with  regulations*     In  addition,  we  plan  to  take  several 
large  samples  of  various  benefit  checks  and  trace  the  transactions 
back  through  the  entire  payment  process.    These  initiatives  will 
seek  to  identify  incorrect  and  possibly  fraudulent  payment 
situations  —  situations  where  the  processing  controls  can  be  improved. 

o    SSA  Internal  Controls—The  Social  Security  Administration  has  the  world's 
largest  computer  operation.     SSA's  computer  center  has  16  large  scale 
computers,  500  tape  drives  and  400  disk  drives.     The  Master  Beneficiary 
Record  for  social  security  recipients  has  over  35  million  active  records 
that  interact  with  hundreds  of  computer  programs  that  comprise  only 
one  software  system.     For  calendar  year  1982,  combined  benefit  payments 
processed  by  these  systems  amounted  to  $206.5  billion..    Priority  will  be 
given  to  assessing  internal  controls  associated  with  SSA  systems  at 
headquarters . 

o    ADP  Auditing — With  a  newly  organized  division  of  ADP  audits,  we  will 

review  the  design  and  development  of  computer-based  systems  at  SSA  and  the 
Health  Care  Financing  Administration,  perform  comprehensive  audits  of 
general  and  application  controls  in  computer-based  systems,  and  develop 
computer  matching  projects  sponsored  by  the  President's  Council  on 
Integrity  and  Efficiency. 

o    Health  Care  Financing  Activities — -The  newly  organized  health  care 

financing  audit  division  will  provide  the  organizational  means  to  carry 
out  an  increased  effort  to  provide  audit  coverage  of  the  multi-billion 
dollar  health  care  financing  programs.     Audit  effort  on  Medicaid  will 
continue  and  increased  emphasis  will  be  given  to  Medicare.     In  both 
programs  major  attention  will  be  directed  to  institutional  providers. 
Also,  innovative  computer  programs  will  be  designed  to  test  these  systems 
for  fraud,  abuse  and  waste. 


o    Debt  Collection  Activities — Debts  due  to  the  Department  currently  run  in 
excess  of  $2.5  billion.    Limited  reviews  conducted  to  date  have  noted 
problems  in  both  identification  of  total  debts  due,  as  well  as  the 
collection  process.     Increased  audit  attention  will  focus  on  this  area  to 
determine  whether  adequate  actions  are  being  taken  to  collect  overdue 
debts. 
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o    Rules  and  Regulations — Previous  audits  have  identified  weaknesses  in  the 
Department's  rules  and  regulations.    We  have  found  that  many  of  those 
regulations  were  not  designed  or  concerned  with  insuring  that  payments  for 
services  were  proper  and  reasonable.     For  example,  Audit  identified  that 
some  $40  million  per  year  in  payments  to  hospital-based  physicians  could 
be  saved  by  tightening  applicable  rules  and  regulations.     Our  review  of  61 
hospitals  in  two  states  disclosed  extreme  variances  between  amounts  paid 
to  pathologists,  radiologists,  and  anesthesiologists  in  hospitals  of 
similar  size,  type  and  location.    The  most  expensive  were  identified  at 
locations  where  physicians  were  compensated  under  "percentage  of  charges" 
arrangements  with  hospitals.     HCFA  agreed  with  our  conclusions  that 
Medicaid  lacks  procedures  to  insure  that  payments  for  services  of  these 
specialists  are  reasonable.     They  advised  that  plans  are  underway  to 
completely  revise  the  applicable  regulations  concerning  hospital-based 
physicians.    Continued  audit  emphasis  will  focus  on  evaluating  the 
adequacy  of  Department  rules  and  regulations  to  insure  that  they  provide 
for  effective  and  economical  operations. 

3.     ASSISTANT  INSPECTOR  GENERAL  FOR  INVESTIGATIONS 
OFFICE  OF  INVESTIGATIONS 

Purpose  and  Method  of  Operation 

The  Office  of  Investigations  (01)  is  responsible  for  the  investigation  of 
criminal  and  civil  matters  in  connection  with  HHS  programs,  and  providing 
security  and  protection  to  the  Department's  property  and  to  the  Secretary.  In 
addition,  01  provides  oversight  and  coordination  to  the  State  Medicaid  Fraud 
Control  Units. 

In  the  area  of  alleged  criminal  activities,  the  01  performs  investigations  and 
provides  liaison  with  outside  agencies  regarding  these  matters.  This 
responsibility  includes  alleged  cases  of  malfeasance;  fraud;  misuse  of 
resources;  violation  of  terms  or  conditions  of  funding;  code  of  conduct 
violations;  and  conflicts  of  interest  by  employees,  grantees,  and  other 
personnel . 

In  FY  1982  the  Office  of  Investigations  redirected  its  efforts  to  accomplish 
the  full  scope  of  its  responsibilities.  A  new  civil  division  was  established  to 
parallel  the  criminal  division.    This  division's  prime  functions  will  be:  (1) 
the  conduct  of  civil  investigations  under  the  False  Claims  Act;  (2)  the 
assurance  of  adequate  administrative  sanctions;  and  (3)  the  implementation  of 
the  Civil  Money  Penalty  Program,  which  is  the  authority  for  the  Department  to 
levy  fines  administratively,  after  opportunity  for  a  hearing,  on  health  care 
providers  who  have  filed  false  claims  in  Medicare,  Medicaid,  or  Maternal  and 
Child  Health  Programs. 

New  emphasis  was  also  placed  on  the  Division  of  Security  and  Protection  in  FY 
1982.     The  work  of  this  unit  can  be  divided  into  three  segments:  executive 
protection,  physical  security,  and  document  security  (including  computer 
security).     The  executive  protection  function  was  enhanced  because  of  an 
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incident  that  caused  concern  for  the  Secretary's  safety.     Responsibility  for 
the  physical  security  and  document  security  functions  are  performed  by 
establishing  policies,  procedures  and  guidelines  to  be  carried  out  by  staff  of 
the  Operating  Divisions.     Periodic  inspections  are  made  to  assure  compliance. 

In  addition  to  the  direct  investigative  activities  for  criminal  and  civil 
matters  and  the  security  and  protection  function,  01  provides  oversight  and 
coordination  to  the  State  Medicaid  Fraud  Control  Units  which  are  funded  on  a 
formula/match  basis  by  federal  grants;  and  provides  liaison  and  technical 
assistance  to  the  states  in  their  efforts  to  attack  fraud,  waste,  and  abuse  in 
any  of  the  Department's  federally  supported  programs  administered  by  the 
States. 

01  performs  all  of  its  functions  with  a  current  authorized  staff  of  187  through 
a  network  of  11  field  offices  and  23 'sub-offices  which  receive  guidance  and 
direction  from  headquarters. 


Rationale  for  the  Budget  Request 

01* s  efforts  will  be  directed  toward  developing  initiatives  that  will  detect 
and  prevent  fraud,  waste  and  abuse.  Snphasis  is  being  placed  on  large  dollar 
institutional  and  interstate  fraud  cases  in  order  to  achieve  both  maximum 
Federal  savings  and  the  maximum  deterrent.    Investigative  results  from  the  new 
initiative  will  be  referred  to  the  Department  of  Justice  for  determination  of 
criminal  or  civil  prosecution,  parallel  proceedings,  or  the  imposition  of 
administrative  sanctions.     01  is  not  requesting  any  additional  staff  resources. 

The  following  "data  highlights  01' s  past  accomplishments  and  new  initiatives. 

o  Caseload 

In  FY  1981 ,  01  actions  resulted  in  convictions  of  166  persons  involved 
in  defrauding  the  Department's  programs.  01  actions  also  played  a 
significant  role  in  another  29  convictions  attained  by  other  agencies. 
Monetary  returns  in  the  form  of  recoveries,  fines,  restitutions  and 
savings  amounted  to  $9.9  million. 

The  FY  1983  projected  workload  includes  3,600  investigations  plus 
an  additional  10,000  raw  allegations  expected  to  result  from 
special  projects.    The  projected  result  from  these  civil  and 
administrative  actions  is  estimated  to  return  approximately  $45 
million.    These  estimates  are  based  on  results  of  pilot  programs. 

o    Special  Projects 

Several  current  initiatives  have  the  potential  to  result  in  significant 
savings  and  deterrence.    The  following  initiatives  began  in  FY  1982,  and 
will  be  fully  implemented  in  FY  1983. 

—  A  project  that  matches  inactive  Medicare  accounts  with  Social 

security  active  accounts  has  identified  improper  SSA  Title  II  benefit 
payments  to  deceased  beneficiaries.     It  is  estimated  that  the  Federal 
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government  has  lost  $50  million  in  payments  to  these  deceased 
individuals.    The  annual  savings  to  the  Social  Security 
Administration  is  estimated  to  be  over  $21  million. 

—  A  successful  pilot  project  initiated  on  the  West  coast  became  a 
national  initiative  in  FY  1982.     It  is  expected  to  involve  every  state 
by  1983.    In  this  project,  the  Office  of  Inspector  General  provides 
assistance  to  State  and  local  agents  who  are  investigating  AFDC  and 
other  welfare  fraud.    Subjects  of  the  investigation  are  welfare 
recipients  who  are  receiving  unreported  Social  Security  or  Supplemental 
Security  Income.    Some  recipients  report  false  Social  Security  numbers 
to  state  welfare  officials  and  hide  the  fact  that  they  are  actually 
working  under  another  Social  Security  number.    The  OIG  helps  the  states 
obtain  SSA  data  extracts  and  certified  photocopies  of  Social  Security 
phecks  for  use  by  prosecutors.    It  has  been  estimated  that  50  percent 
of  potential  welfare  fraud  cases  are  not  prosecuted  because  it  takes 
the  government  too  long  to  produce  the  necessary  evidence.    The  average 
recovery  per  AFDC  case  is  over  $4,500.    The  anticipated  cases  number 

in  the  thousands  with  potential  recoveries  estimated  to  exceed  $10 
million. 

—  An  ongoing  project  in  several  states  involves  illegal  Social  Security 
cards.    In  this  project  it  has  been  determined  that  many  aliens  on 
visitors'  visas  obtain  Social  Security  cards  with  which  they  obtain 
illegal  employment.    The  cards  are  either  counterfeit  or  are  obtained 
through  fraud  or  bribery.    This  project  has  far-reaching  implications 
on  national  issues,  such  as  unemployment,  income  tax  evasion, 
international  balance  of  payments  and  federal  benefit  programs. 

An  interdepartmental  project  involves  the  cross-matching  of  USDA  food 
stamp  rolls,  AFDC  rolls  and  state  unemployment  insurance  rolls.  This 
mutual  effort  began  as  a  pilot  project  in  a  southern  city.    The  results 
have  been  encouraging  enough  that  the  project  has  been  elevated  to 
nationwide  implementation.    Through  these  matches,  individuals  are 
identified  who  are  obtaining  food  stamps  and  AFDC  payments  illegally. 
Investigations  are  conducted  jointly  by  Federal,  state  and  local 
investigators  and  prosecuted  in  Federal  or  state  courts. 

—  Another  AFDC  project  that  began  as  a  pilot  in  a  New  England  state  is 
under  consideration  for  nationwide  implementation.    This  project 
involves  a  computer  match  of  AFDC  records  with  Medicaid  benefits, 
school  attendance  records  and  vital  statistics  records.    The  purpose  is 
to  corroborate  evidence  that  violators  are  reporting  non-existent 
children  in  order  to  obtain  additional  Federal  benefits. 

4.     ASSISTANT  INSPECTOR  GENERAL  FOR  SYSTEMS  INTEGRITY 
OFFICE  OF  SYSTEMS  INTEGRITY  (OSI) 

Purpose  and  Method  of  Operation 

The  Office  of  Health  Care  and  Systems  Review  (HCSR)  was  reorganized  into  the 
Office  of  Systems  Integrity  (OSI)  during  FY  1982.     This  office  is  charged  with 
identifying  systemic  problems  in  the  Department's  programs  and  administrative 
operations  in  order  to  reduce  their  vulnerability  to  economic  crimes. 
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The  OS I  is  authorized  36  positions  and  no  new  positions  are  requested  in 
FY  1983. 

Rationale  for  the  Budget  Request 

During  FY  1981 ,  HCSR  conducted  vulnerability  studies  and  recommended 
improvements  for  internal  management  controls  in  the  fo Hewing  areas: 

o    Management  of  Indian  Health  Services 

o    Debt  Collection  Practices  in  Selected  Public  Health  Service  Loan, 
Scholarship  and  Award  Programs 

o    Consultant  Services  Contracts 

o    Assessment  of  Problems  Found  in  the  Computer  Process  of  the  Social 
Security  Administration' a  Enumeration  System 

o    States'  Management  of  Transportation  Services  for  Medicaid  Eligible 
Recipients 

The  foregoing  studies  conducted  by  HCSR  concentrated  on  specific  problem  areas 
in  the  medicaid,  social  services  and  maternal  and  child  health  programs.    In  FY 
1982  the  Office  of  Systems  Integrity  was  formed  out  of  the  nucleus  of  the 
Office  of  Health  Care  and  Systems  Review.    The  emphasis  of  the  new  unit  was  to 
focus  on  broader  causal  factors  that  underlie  the  issues  as  opposed  to  the 
narrow  target  areas  or  problem  areas.     In  FY  1983,  OSI  will  continue  in  that 
direction  and  will  focus  its  major  attention  on  risk  management  activities  in 
the  Departments'  largest  programs.     Specifically,  the  OSI  will  provide  the 
analytic  support  so  that  the  Inspector  General  can  advise  the  Secretary  and  the 
Congress  of  problems  that  render  programs  vulnerable  to  waste,  fraud  or  abuse, 
and  to  propose  solutions  to  those  problems  in  the  form  of  new  or  revised 
statutes,  regulations,  or  management  practices. 

To  accomplish  the  new  direction,  the  Office  of  Systems  Integrity  will: 

o    Place  priority  on  the  systemic  review  of  the  Department's  two  largest 
health  and  income  assistance  programs,  Medicare  and  Social  Security; 

o    Identify  weaknesses  in  the  service  and  payment  systems  that  make  the 
Department's  programs  vulnerable  to  fraud,  waste  and  abuse;  and 

o    Propose  solutions  to  the  systems  problems  identified. 

Specifically,  OSI  will  work  with  the  Audit  and  Investigations  units  of  the 
Office  of  the  Inspector  General  to  identify  the  following  systems  improvement 
opportunities. 

Medicare 

OSI  will  participate  in  an  OIG-wide  review  of  Medicare  hospital  systems.  The 
review  will  examine  Medicare  services  delivered  in  major  hospitals,  and  the 
interrelationship  of  the  hospital  to  its  Medicare  payment  agents,  its 
intermediaries  and  carriers.     OSI  will: 
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o    Assist  in  the  design,  field  testing,  and  on-site  use  of  Medicare  hospital 
audit  and  investigation  guides. 

o    Assure  that  the  findings  of  the  hospital  systems  review  are  verifiable. 

o    Coordinate  the  development  of  materials  and  the  presentation  of  findings 
to  the  Inspector  General. 

o    Prepare  recommendations  to  correct  the  problems  identified  in  the  hospital 
systems  review,  along  with  concise  action  documents  for  the  Inspector 
General  to  forward  to  the  Secretary  and  the  Congress. 

Among  the  issues  to  be  addressed  by  the  Medicare  hospital  systems  review  are: 

o    Weaknesses  in  the  current  system  that  permit  over billing  and/or  multiple 
billing? 

o    Special  service  situations,  such  as  hospital  based  physicians  or 

hospital  provided  kidney  dialysis,  that  may  not  justify  additional  program 
costs; 

o    Weaknesses  in  the  current  organization  and  responsibilities  of  carriers  or 
intermediaries  that  may  prevent  detection  of  fraudulent,  wasteful  or 
abusive  practices; 

o    Management  practices  within  the  Department  that  may  enhance  vulnera- 
bility; 

o    The  adequacy  of  current  automated  screening  devices  and  techniques  which 
are  designed  to  reduce  the  incidence  of  and  promote  the  detection  of 
excessive,  abusive,  and  fraudulent  activity. 

Medicaid 

OSI  will  participate  in  an  OIG-wide  review  of  Medicaid  long  term  care  systems. 
The  review  will  examine  Medicaid  services  provided  in  long  term  care  facilities 
at  home,  and  the  interrelationship  of  those  service  providers  to  the  State 
agency  and  its  contracted  Medicaid  payment  agents.    OSI  wills 

o    Assist  in  the  design,  field  testing  and  on-site  use  of  Medicaid  long  term 
care  audit  and  investigation  guides. 

o    Assure  that  the  findings  of  the  FY  1983  long  term  care  review  are 
verifiable. 

o    Coordinate  the  development  of  reports  to  the  Inspector  General. 

o    Recommend  actions  to  correct  the  problems  identified  in  the  Medicaid  long 
term  care  review  along  with  preparing  concise  action  documents  for 
the  Inspector  General  to  forward  to  the  Secretary  and  the  Congress. 
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Among  the  issues  to  be  addressed  by  the  Medicaid  long  term  care  review  are: 

o  Weaknesses  in  the  current  Medicaid  service/billing  system  that  permit 
overbilling,  false  billing  or  multiple  billing  by  providers; 

o    The  viability  of  and  the  degree  of  abuse  in  the  current  requirements  for 
the  placement  of  participants  in  appropriate  levels  of  care; 

o  The  incidence  and  severity  of  abusive  service  practices  by  providers, 
including  "gang  visits"  (billing  groups  for  individual  services  where 
individual  services  were  not  rendered)  to  patients  by  physicians,  and 
inappropriate  or  over-drugging  of  the  elderly  by  pharmacists; 

o    The  effect  of  chain  ownership  and  ownership  of  related  service  businesses 
on  Medicaid  costs; 

o    The  use  of  abusive  business  practices  by  providers,  including  repetitive 
change  of  ownership  at  inflated  selling  prices,  which  inflate  Medicaid 
costs. 

Social  Security 

OSI  will  participate  in  an  OIG-wide  analysis  of  the  Social  Security  payment 
system.     The  analysis  will  concentrate  on  weaknesses  in  the  system  that  could 
permit  manipulation  by  either  SSA  employees  or  the  public,  the  results  of  which 
produce  fraudulent  payments. 

OSI  will  take  part  in  the  design,  field  testing,  and  use  of  audit  and 
investigaton  guides  that  will  concentrate  on  the  activities  of  SSA's  field 
offices  and  twelve  payment  centers. 

The  findings  of  the  Social  Security  review  will  be  presented  to  the  Secretary 
and  the  Congress.     The  presentation  will  include  recommendations  to  strengthen 
the  payment  system  and  controls. 

Among  the  specific  issues  to  be  addressed  by  the  Social  Security  review  are: 

o    The  incidence  and  techniques  for  creating  erroneous  payments  from  within 
the  system; 

o    The  incidence  and  techniques  for  defrauding  the  system  by  the  public; 

o    The  development  of  "profiles"  of  probable  defrauders  or  abusers  that  can 
be  used  to  heighten  detection  possibility; 

o  The  development  and  use  of  computer  matches  to  identify  inappropriate 
payments  (e.g.  benefit  payments  to  the  deceased). 

Service  Delivery  Assessment  (SPA) 

o    A  Service  Delivery  Assessment  (SDA)  is  an  internal  management  tool  for 
the  personal  and  immediate  use  of  the  Secretary.    Through  site  visits  to 
local  delivery  sites,  SDA  staff  provide  the  Secretary  with  immediate 
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information  about  the  effectiveness  and  efficiency  of  HHS  programs  at  the 
client  level.  SDA  findings  presented  to  the  Secretary  in  a  personal 
briefing  are  used  to  improve  program  performance  as  the  Secretary 
directs. 

o    The  projected  FY  1983  workload  will  include: 

—  Use  of  SDAs  as  an  early  warning  system  and  to  assess  State 
management  of  HHS  programs;  and 

—  Stronger  internal  liaison  between  SDA  and  other  OIG  components,  OS 
Staff  Divisions,  Operating  Divisions  and  Regional  Offices. 

5.     State  Medicaid  Fraud  Control  Units  (SMFCU) 

Purpose  and  Method  of  Operation 

The  Office  of  the  Inspector  General  has  the  responsibility  for  providing  grants 
to  States  for  the  establishment  and  operation  of  State  Medicaid  Fraud  Control 
Units. 

The  operations  of  the  fraud  control  units  encompass  four  major  areas: 

o    The  identification,  investigation,  and  prosecution  of  Medicaid  fraud. 

o    The  review,  investigation,  and  prosecution  of  cases  of  patient  abuse  or 
neglect  in  nursing  homes  or  other  health  care  facilities. 

o    The  identification  of  practices  or  procedures  in  State  Medicaid  operations 
that  lend  themselves  to  fraud  and  program  abuse. 

o    Making  recommendations  to  the  State  Medicaid  agencies  for  improvements  in 
their  programs. 

The  Medicaid  fraud  control  units  are  becoming  one  of  the  principal  effective 
forces  which  many  States  have  for  fraud  control.    They  are  expected  to  have  at 
least  two  very  beneficial  long-term  effects.    First,  as  the  units'  activities 
and  accomplishments  are  publicized,  there  will  be  a  deterrent  effect  on 
potential  defrauders  of  the  Medicaid  program.    Secondly,  as  the  Units  isolate 
weaknesses  and  deficiencies  in  State  Medicaid  programs  and  recommend 
improvements,  they  have  great  potential  for  improving  the  efficiency  and 
cost-effectiveness  of  those  programs. 

Rationale  for  the  Budget  Request 

The  law  provides  that  States  meeting  statutory  requirements  may  receive  Federal 
matching  payments  for  the  costs  of  establishing  and  operating  Medicaid  fraud 
control  units.    State  grants  funded  by  the  Federal  Government,  however,  are 
limited  by  law  to  90  percent  for  an  initial  three-year  period  and  75  percent 
thereafter.    The  Federal  cost  for  funding  existing  units  and  those  units 
expected  to  be  established  prior  to  FY  1983  is  shown  in  Table  A.    The  decrease 
from  FY  1982  to  FY  1983  is  due  to  reduction  of  Federal  participation  from  90  to 
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75  percent  as  a  result  of  several  states'  having  completed  three  years  in  the 
program. 

An  analysis  of  State  Medicaid  Fraud  Control  Unit  productivity  shows  significant 
increases  (FY  1981  versus  FY  1980)  in  the  number  of  convictions  and  dollar 
overpayments,  fines,  and  restitutions  reported.    The  number  of  convictions  in 
FY  1981  was  259  as  compared  to  159  in  FY  1980,  an  increase  of  63  percent; 
and  the  dollar  overpayment,  fines,  and  restitutions  increased  from  $18.7 
million  in  FY  1980  to  $36.1  million  in  FY  1981,  an  increase  of  93  percent. 


1254 


106 


Office  of  the  Inspector  General 


Estimates  for  Consultant  Services 


Program  Activity   Obligations  

FY  1982  FY  1983 

Office  of  Audit 

Contract  Audit  Support  $2,342,000  $4,000,000 


Description  of  the  Need  for  Consultant  Services 

The  Office  of  Audit  of  the  Office  of  the  Inspector  General 
(OIG)  utilizes  contract  services  as  one  means  of  performing 
audit  workloads.    OIG  develops  and  tests  audit  guides  for 
various  routine  audits,  and  these  audits  are  then  contracted 
for  with  certified  public  accounting  firms.  Contracting 
for  such  services  permits  the  OIG  Office  of  Audit  the  flexi- 
bility of  expanding  the  coverage  of  the  annual  audit  program 
while  continuing  to  use  in-house  staff  to  support  ongoing 
and  new  initiatives  targeted  against  program  misuse  and 
management  inefficiency.    In  FY  1983  these  contract  funds 
will  be  used  primarily  for  audits  of  Medicare  Intermediaries 
and  Carriers  where  final  settlements  by  HCFA  are  delayed 
pending  results  of  these  audits. 
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EEPAP3MENTAL  MANAGEMENT 
Office  for  Civil  Rights 

For  expenses  necessary  for  the  Office  for  Civil  Rights, 
/fl8,139,0007  $19,163,000,  together  with  not  to  exceed 
$2,350,000,  to  be  transferred  and  expended  as  authorized 
by  section  201(g)(1)  of  the  Social  Security  Act  from  any 
one  or  all  of  the  trust  funds  referred  to  therein. 


1257 


DEPARTMENT  CF  HEALTH  AND  HUMAN  SERVICES 
DEPARTMENTAL  MANAGEMENT 
OFFICE  FOR  CIVIL  RIGHTS 

y 

Amounts  Available  for  Obligation 


1981  1982  1983 

Actual  Estimate  Estimate 

Appropriation                        $17,920,000  $17,063,000  $19,163,000 

Appropriation 

rescinded   -500,000     

Subtotal,  adjusted 

appropriation                        17,420,000  17,063,000  19,163,000 

Subtotal ,  adjusted 

budget  authority                 17,420,000  17,063,000  19,163,000 

Receipts  and  reimburse- 
ments from: 

Trust  funds                            2,350,000  2,256,000  2,350,000 

Unobligated  balance 

lapsing   -438,000     

Total  obligations  $19,332,000  $19,319,000  $21,513,000 
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1/  Excludes  the  following  amounts  for  reimbursable  activities 

carried  cut  by  this  account:  FY  1981  -  $312,000;  FY  1982  -$125,000. 
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Summary  of  Changes 


1982  Estimated  budget  authority   $17,063,000 

1983  Estimated  budget  authority   19,163,000 

Net  change   +2,100,000 


1982  Base  Change  from  Base 

Pos.        Amount  Pos.  Amount 

Increases 
Built-in; 

1.  Annual izat ion  of 

FY  1982  pay 

raise     $14,602,000    +$836,000  1/ 

2.  Career  ladder 

promotions  and 
wi thin-grade 

step  increases...    14,602,000    +346,000 

3.  Increases  in  per 

diem  and  air 

fare  rates     1,150,000    +108,000 

4.  Increases  for 

space  and  build- 
ing management...    1,489,000    +212,000 

5.  Increases  in 

telephone  rates..    468,000    +234,000 

6.  Increases  in 

postage,  print- 
ing, supplies, 
equipment  and 

rental  rates     1,324,000    +62,000 

7.  Increases  in 

Workmen's 
Compensation 

rates   ■ —  46,000        —  +154,000 

8.  Other  administra- 

tive cost 

increases     754,000    +148,000 


Net  change     +2,100,000 


1/  This  represents  the  full  amount  required  in  FY  1983  to  fund 
the  October  1981  pay  raise  and  the  lifting  of  the  executive 
pay  cap.    No  funds  are  included  in  the  FY  1982  column  of  this 
budget  for  pay  increases,  and  consideration  will  be  given  to 
this  requirement  in  March  1982. 
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Budget  Authority  by  Activity 


1981         "  1982  "  1983 

Actual  Estimate  Estimate 


  Bos.     Amount        Bps.    Amount        Bps.  Amount 

Office  for  Civil 

Rights   590  $17,420,000     524  $17,063,000    524  $19,163,000 


[Standard  level 

user  charge]  [  ]   [1,059,000]  [— ]   [1,515,000]   [  ]  [1,812,000] 


Budget  Authority  by  Object 


Increase 

1982  1983  or 

Estimate  Estimate  Decrease 


Total  number  of  permanent 


positions   524  524   

Full-time  equivalent  of 
all  other  positions   19  19   

Total  compensable 

workyears   509  509   

Personnel  compensation: 

Permanent  positions   $12,959,000          $14,105,000  +$1,146,000 

Positions  other  than 

permanent   248,000                270,000  +22,000 

Other  personnel 

compensation   140,000  82,000   -58,000 

Subtotal,  personnel 

compensation   13,347,000           14,457,000  +1,110,000 

Personnel  benefits......  1,255,000             1,327,000  +72,000 

Benefits  for  former 

personnel     9,000  +9,000 
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Increase 

1982  1983  or 
  Estimate  Estimate  Decrease 

Travel  and  transporta- 
tion of  persons   1,085,000  1,225,000  +140,000 

Transportation  of 

things   65,000  33,000  -32,000 

Rent,  coimunications 

and  utilities   1,066,000  1,338,000  +272,000 

Standard  level  user 

charges   1,489,000  1,701,000  +212,000 

Printing  and  reproduc- 
tion  104,000  117,000  +13,000 

Other  Services   754,000  1,141,000  +387,000 

Supplies  and  materials.  144,000  152,000  +8,000 

Equipment   10,000  13,000   +3,000 

Total  obligations 

by  object.   19,319,000  $21,513,000  +$2,194,000 

Less:  Trust  fund 

transfers   -2,256,000  -2,350,000  -94,000 

Total  budget  authority 

by  object   $17,063,000  $19,163,000  +$2,100,000 

(Consultant  services)..  (234,000)  (217,000)  (-17,000) 
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OFFICE  FOR  CIVIL  RIGHTS 


Budget 

Estimate  House  Senate 

to  Congress  Allowance     Allowance  Appropriation 

FY  1973: 

Appropriation...  $  2,096,000  $  2,391,000  $  2,391,000  $  2,391,000 

SSA  transfer   1,049,000  1,180,000      1,180,000  1,180,000 

FY  1974: 

Appropriation...  $  2,856,000  $  2,856,000  $  2,856,000  $  2,856,000 

SSA  transfer   1,253,000  1,253,000     1,253,000  1,253,000 

FY  1975: 

Appropriation...  $  3,088,000  $  2,991,000  $  2,988,000  $  2,988,000 

SSA  transfer   1,466,000  1,466,000     1,466,000  1,466,000 

FY  1976: 

Appropriation...  $  3,560,000  $  3,477,000  $  3,477,000  $  3,477,000 

SSA  transfer   1,351,000  1,351,000     1,351,000  1,351,000 

FY  1977: 

Approrpiation. . .  $  4,348,000  $  4,348,000  $  4,348,000  $  4,348,000 

SSA  transfer   919,000  919,000        919,000  919,000 

FY  1978: 

Appropriation...  $  9,392,000  $  6,740,000  $  6,596,000  $  6,596,000 

SSA  transfer   514,000  514,000        514,000  514,000 

FY  1979: 

Appropriation...  $23,629,000  $23,629,000  $23,629,000  $23,629,000 

SSA  transfer....  1,200,000  1,200,000     1,200,000  1,200,000 

FY  1980: 

Appropriation...  $19,654,000  $19,654,000  $19,654,000  $19,654,000 

SSA  transfer   2,350,000  2,350,000     2,350,000  2,350,000 

FY  1981: 

Appropriation...  $20,081,000  $17,420,000    $17,420,000 

SSA  transfer.."..  2,350,000  2,350,000    2,350,000 

FY  1982: 

Appropriation...  $18,139,000  $18,139,000  $18,139,000  $17,063,000 

(17,413,000)1/ 

SSA  transfer   2,350,000  2,350,000     2,350,000  2,256,000 

FY  1983: 

Appropriation. . .  $19, 163, 000 

SSA  transfer. . . .  2,350,000 

1/  Fiscal  year  1982  appropriation  without  specified  percentage  reduction 
as  included  in  P.L.  97-92. 
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Office  for  Civil  Rights 

Authorizing  legislation  -  Civil  Rights  Act  of  1964,  as  amended; 
Rehabilitation  Act  of  1973,  as  amended;  Education  Amendments  of 
1972;  Age  Discrimination  Act  of  1975,  as  amended;  Public  Health 
Service  Act;  Section  398  of  the  Communications  Act  of  1934; 
Cnmibus  Budget  Reconciliation  Act  of  1981. 


1982 
Current 
Estimate 


Pos. 


Budget 
Authority 


1983  Estimate 


Increase  or 
Decrease 


Auth.  Pos, 


Budget 
Authority 


Pos, 


Budget 
Authority 


524       $17,063,000     Indef.    524     $19,163,000    +  $2,100,000 


General  Statement 


The  Off ice  for  Civil  Rights  (OCR)  is  responsible  for  enforcing  the 
following  civil  rights-related  statutes: 

o  Title  VI  of  the  Civil  Rights  Act  of  1964,  which  prohibits  dis- 
crimination on  the  basis  of  race,  color,  or  national  origin  in 
federally  assisted  programs  and  activities. 

o   Section  504  of  the  Rehabilitation  Act  of  1973,  which  prohibits 
discrimination  against  qualified  handicapped  persons  on  the 
basis  of  physical  or  mental  handicap  in  federally  assisted 
programs  and  activities. 

o   Title  IX  of  the  Education  Amendments  of  1972,  which  prohibits 
discrimination  on  the  basis  of  sex  in  education  programs  and 
activities  funded  by  the  Department  of  Health  and  Human 
Services.  ~ 

o   Age  Discrimination  Act  of  1975,  which  prohibits  discrimina- 
tion on  the  basis  of  age  in  federally  assisted  programs  and 
activities  and  assigns  to  the  Department  certain  coordina- 
ting responsibilities  with  respect  to  other  departments  and 
agencies  responsible  for  enforcing  the  Act. 

o  Sections  704  and  855  of  the  Public  Health  Service  Act,  pro- 
hibiting discrimination  on  the  basis  of  sex  in  admission  to 
health-related  training  programs  funded  under  the  Act. 
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o   Titles  VI  and  XVI  of  the  Public  Health  Service  Act,  which 

requires  facilities  assisted  by  the  Hill-Burton  Act  to  provide 
health  care  services  to  all  persons  residing  in  the  service 
area  without  discrimination. 

o    Section  398  of  the  Communications  Act  of  1934  (Section  309  of 
the  Public  Telecommunications  Financing  Act  of  1978)  which 
prohibits  employment  discrimination  and  requires  equal  employ- 
ment opportunity  in  public  broadcasting. 

o   Provisions  of  the  Cmnibus  Budget  Reconciliation  Act  of  1981 
requiring  nondiscrimination  on  the  basis  of  race,  color, 
national  origin,  handicap,  age,  sex  and  religion  in  health 
care  and  other  block  grant  programs. 

To  enforce  these  statutes  OCR:    (1)  investigates  complaints  of 
discrimination;  (2)  conducts  comprehensive  compliance  reviews  of 
programs  to  correct  discriminatory  practices;  (3)  provides 
technical  assistance  through  out-reach  efforts  to  encourage  vol- 
untary compliance  among  health  and  human  services  providers  and 
constituency  groups;  and  (4)  establishes  compliance  standards  and 
procedures  to  clarify  the  application  of  the  civil  rights  laws 
and  regulations  to  particular  programs  or  practices. 

Recipients  of  Department  funds  include  hospitals,  extended  care 
facilities,  community  mental  health  centers,  alcohol  and  drug 
treatment  centers,  family  health  centers  and  clinics, 
health-related  training  facilities,  State  and  local  public 
assistance  agencies,  adoption  agencies,  foster  care  homes,  day 
care  centers,  senior  citizens  centers  and  nutrition  programs. 
These  providers  of  health  care  and  social  services  are  required 
to  operate  their  programs  in  a  nondiscriminatory  manner.  Under 
the  law,  persons  may  not  be  treated  differently,  excluded  from, 
or  denied  access  to  program  services  on  grounds  of  race,  color, 
national  origin,  handicap,  or  age.    OCR's  responsibility  is  to 
monitor  the  compliance  status  of  providers,  remedy  civil  rights 
violations,  and  ensure  that  providers  are  fully  aware  of 
nondiscrimination  policies  as  prescribed  in  departmental  regu- 
lations and  guidelines. 

In  addition,  during  FY  1982  OCR  will  begin  to  implement  the  non- 
discrimination provisions  of  the  health  care  and  other  block  grant 
programs  enacted  by  Congress  in  the  Omnibus  Budget  Reconciliation 
Act  of  1981.    Programs  funded  under  the  block  grants  are  subject 
to  the  existing  non-discrimination  requirements  of  Federal  law. 
They  are  also  subject  to  the  particular  civil  rights  provisions 
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enacted  as  part  of  the  block  grant  legislation.    The  civil 
rights  provisions  prohibit  discrimination  on  grounds  of  race,, 
color,  national  origin,  handicap,  and  age.    They  also  expand 
existing  authority  to  include  prohibitions  against  discrimina- 
tion on  the  basis  of  sex  and  religion  and  establish  a  Federal/ 
State  partnership  with  primary  responsibility  and  great  discre- 
tion vested  in  the  States  to  meet  local  needs  in  a  cost-effective 
manner.    OCR  will  be  adopting  new  procedures  in  cooperation  with 
the  States  to  assure  compliance. 

For  FY  1983  OCR  is  requesting  524  positions,  the  same  number  of 
positions  authorized  by  Congress  in  the  continuing  resolution  for 
FY  1982  and  66  fewer  positions  than  authorized  in  FY  1981.  OCR's 
FY  1983  budget  request  provides  no  program  increase  and  totals 
$19,163,000,  together  with  $2,350,000  to  be  transferred  from  the 
Social  Security  Trust  Funds.    This  compares  to  $17,063,000,  and 
$2,256,000  transferred  from  the  Social  Security  Trust  Funds, 
pursuant  to  the  continuing  resolution  for  FY  1982.    The  supple- 
mental request  associated  with  the  October  1981  pay  raise  and 
the  January  1982  lifting  of  the  executive  pay  cap  (P.L.  97-92) 
is  not  being  requested  at  this  time.    Because  of  the  lateness  of 
enactment  of  all  government  appropriation  bills,  the  Office  of 
Management  and  Budget  has  decided  to  submit  necessary  supple 
mentals-transfers  for  pay  raise  costs  in  the  spring.    Of  the 
$2,100,000  built-in  cost  of  living  increases,  $836,000  is 
associated  with  pay  raise  costs. 

The  following  table  shows  how  OCR  proposes  to  allocate  the  524 
positions  in  FY  1983: 


Activity 


FY  1983  Positions 


Complaint  Investigations 


278 


Pre-grant  Reviews 


6 


Compliance  Reviews  and 
Monitoring 


90 


Technical  Assistance  and 
VDluntary  Compliance 


33 


Legal  Services 


58 


Program  Management 


59 


524 
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Regulations  &:tivities 

OCR's  sole  purpose  is  to  carry  out  the  Department's  enforce- 
ment responsibility  under  the  nondiscrimination  statutes, 
The  statutes  are  implemented  by  developing  and  enforcing 
regulations,  which  are  legally  required.    Hence,  broadly 
speaking  all  OCR  staff -years,  except  those  devoted  to  various 
support  functions,  are  involved  in  activities  relating  to  the 
development,  review,  and  enforcement  of  the  civil  rights 
statutes  and  regulations. 

OCR  participates  in  the  work  of  four  intra-departmental 
task  forces  organized  to  review  existing  regulations 
affecting  hospitals,  State -administered  non-entitlement 
programs,  administrative  requirements  for  State  plans,  and 
Medicaid.    The  requirements  imposed  by  the  nondiscrimina- 
tion regulations  are  being  reviewed  as  they  affect  these 
program  areas. 

Under  Executive  Order  12250  the  Department  of  Justice  is 
responsible  for  coordinating  federal  enforcement  of  the 
civil  rights  statutes  and  for  setting  overall  enforcement 
policy.    Department  of  Justice  guidelines  establish  the 
basic  compliance  standards  and  procedures  that  departments 
and  agencies  such  as  OCR  must  follow  in  developing  and 
enforcing  their  own  nondiscrimination  regulations  to 
implement  Title  VT,  Section  504,  and  other  statutes.  OCR's 
regulations  must  be  consistent  with  the  policies  set  by 
the  Justice  Department.    The  Justice  Department  is  currently 
reviewing  its  guidelines  and  OCR  will  comply  with  any 
regulatory  changes  that  are  made. 

In  terms  of  burden  hours,  OCR's  information  collection  budget 
for  FY  1982  was  reduced  by  60  percent  compared  to  the  FY  1981 
budget.    The  reduction  is  due  primarily  to  completion  of  a 
hospital  civil  rights  survey,  which  was  conducted  in  FY  1981, 
and  to  the  completion  of  a  large  portion  of  the  burden 
associated  with  the  provisions  of  the  Section  504  regulation. 
In  addition,'  OCR  estimates  that  the  burden  imposed  on  program 
providers  relating  to  a  proposed  survey  of  mental  health 
facilities  can  be  reduced  by  32,000  burden  hours,  less  than 
half  the  original  estimate. 
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OCR  has  relied  on  its  technical  assistance  staff  not  only  to 
encourage  voluntary  compliance  but  to  inform  providers  of  the 
least  costly  means  of  achieving  compliance.    Savings  can  be 
realized  when  providers,  after  obtaining  guidance  from  OCR, 
are  able  to  implement  alternative  corrective  measures  that 
are  less  costly  than  those  originally  proposed.    A  review  of 
68  cases  indicates  that  in  FY  1981  providers  were  able  to 
avoid  costs  amounting  to  approximately  $840,000  because  of 
assistance  provided  by  the  technical  assistance  staff. 

In  developing  a  final  Age  Discrimination  Act  regulation,  OCR 
is  examining  a  self -evaluation  provision,  which  is  contained 
in  the  proposed  regulation,  to  determine  whether  the  adminis- 
trative burden  imposed  on  recipients  because  of  the  require- 
ment can  be  reduced.    According  to  a  preliminary  analysis, 
completed  at  the  time  the  proposed" regulation  was  issued, 
the  self -evaluation  procedure  represented  the  major  factor 
in  one-time  non-federal  compliance  costs. 

OCR  will  continue  to  evaluate  its  data  requirements  and  com- 
pliance procedures  to  ensure  that  associated,  regulatory  costs 
borne  by  providers  are  kept  to  a  minimum  consistent  with  the 
need  to  make  sound  and  valid  compliance  decisions. 

The  following  is  a  table  estimating  the  OCR  resources  involved 
in  developing,  reviewing,  and  administering  the  nondiscrimina- 
tion statutes  and  the  Department's  implementing  regulations. 
The  table  excludes  staff -years  and  resources  allocated  to 
certain  support  functions  such  as  personnel  and  financial  man- 
agement, internal  case  monitoring,  surveying,  budget  planning, 
public  information,  and  technical  assistance. 

o   Resource  data: 


FY  1981   FY  1982  FY  1983 

Staffyears       Ant.       Staffyears       Ant.     Staffyears  Ant. 


Office 

for 

Civil 

Rights...  409       $13,388,000      396         $13,337,000      396  $14,829,000 
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1.     COMPLAINT  INVESTIGATIONS  AND  PRE-GRANT  REVIEWS 

purpose,  and,'  M&thpa;  p£'  pperatipn 

OCR's  policy  is  to  address  each  complaint  of  discrimination  in 
department-funded  programs  and  conduct  a  timely  investigation  if 
necessary.    Investigations  usually  require  field  visits,  interviews, 
and  the  collection  and  analysis  of  evidentiary  data.    If  a  complaint 
is  found  to  be  valid,  program  officials  must  take  steps  to  correct 
the  civil  rights  violations.    The  purpose  is  to  ensure  that  the 
Department  eliminates  any  discriminatory  practices  from  federally 
assisted  programs. 

Pre-grant  reviews  are  proactive  rather  than  reactive  and  are  con- 
ducted to  determine  whether  facilities  applying  for  participation 
in  the  Medicare  program  are  complying  with  nondiscrimination 
requirements. 

For  FY  1983  OCR  expects  to  allocate  278  positions  to  complaint 
investigations,  including  clerical  and  other  support  staff.  This 
compares  to  an  allocation  of  267  positions  to  complaint  investi- 
gations in  FY  1982.    The  additional  eleven  positions  assigned  to 
complaint  investigations  in  FY  1983  will  be  shifted  from  the  com- 
pliance review  function  in  order  to  keep  pace  with  the  complaint 
workload.    No  new  positions  are  requested  in  the  budget,  however. 
Six  staff  positions  will  be  allocated  to  conducting  pre-grant 
reviews  in  FY  1983,  the  same  number  of  positions  assigned  to  this 
activity  in *FY  1982. 

RaUpna^e,  of/  ,th£/  jBjudg&t;  JEgu&s.t 

A.  Comp/L&iAt:  wmtgtttefc 

Under  regulations  implementing  the  nondiscrimination  statutes, 
OCR  is  committed  to  resolve  citizen  complaints  of  discrimination 
and  to  conduct  an  investigation  if  necessary  when  information 
indicating  possible  noncompliance  is  submitted.    Also,  pursuant 
to  Executive  Order  12250,  the  Department  of  Justice  requires  com- 
pliance agencies  such  as  OCR  "to  establish  procedures  for  the 
prompt  processing  and  disposition  of  complaints"  alleging  dis- 
crimination'( 28  CFR  Section  42.408(a)).    Court  decisions 
interpreting  Title  VT  of  the  Civil  Rights  Act  Indicate  that 
departments  and  agencies  have  an  obligation  to  respond  promptly 
when  information  of  possible  civil  rights  violations  comes  to 
their  attention.    For  these  reasons,  OCR  has  allocated  to  this 
function  sufficient  staff  to  keep  reasonably  in  step  with  the 
volume  of  complaints.    OCR  received  1,704  discrimination  com- 
plaints in  FY  1981.    The  number  of  discrimination  complaints 
filed  with  OCR  could  rise  to  a  high  of  2,000  receipts  in  FY 
1982  and  to  2,375  receipts  in  FY  1983. 
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In  FY  1981  OCR  closed  1,540  discrimination  complaints,  including 
cases  carried  over  from  the  previous  fiscal  year,  leaving  a 
year-end  inventory  of  600  pending  complaint  cases.    OCR  projects 
an  increased  number  of  case  closures  in  FY  1982  and  FY  1983  due 
to  higher  productivity  and  the  additional  staff  allocation. 
However,  if  new  complaints  increase  substantially,  the  year-end 
inventories  in  FY  1982  and  FY  1983  may  rise  above  the  FY  1981 
figure.    Another  factor  that  could  push  inventories  higher  is 
the  number  of  complaints  requiring  a  full  investigation. 
Of  the  1,540  complaint  cases  closed  in  FY  1981,  37  percent  were 
resolved  as  a  result  of  an  investigation.    OCR  estimates  that 
40  percent  of  the  complaint  cases  closed  in  FY  1982  will  require 
investigation.    Generally,  less  staff  time  is  required  when 
complaints  can  be  closed  administratively  or  resolved  without 
resort  to  full  investigations,  most  of  which  involve  field 
visits  and  the  collection  and  analysis  of  evidentiary  data. 

OCR's  policy  is  to  keep  the  inventory  of  complaint  cases  within 
reasonable  limits  and  avoid  accumulating  a  large  backlog.  The 
278  staff  positions  assigned  to  complaints,  based  on  the  average 
amount  of  time  required  to  resolve  complaint  cases,  are  expected 
to  meet  this  objective. 

The  types  of  discrimination  complaints  filed  range  over  all  sta- 
tutory authorities.  In  FY  1981,  45  percent  of  complaints  filed 
alleged  discrimination  on  the  basis  of  handicap;  15  percent  of 
the  complaints  alleged  race  or  national  origin  discrimination; 
eight  percent  alleged  that  facilities  were  failing  to  meet  their 
"community  service"  obligation  under  the  Hill-Burton  Act;  one 
percent  alleged  age  discrimination;  and  31  percent  of  the  com- 
plaints involved  multiple  charges  or  raised  other  issues.  Most 
complaints  allege  discrimination  in  the  provision  of  services 
by  particular  health  care  facilities,  such  as  hospitals  and 
nursing  homes,  and  by  various  social  service  agencies. 

Discrimination  complaints  vary  widely  in  terms  of  complexity: 
the  nature  of  the  allegations,  the  number  of  recipient  programs  - 
involved,  and  the  type  and  amount  of  information  or  evidence 
needed  to  properly  evaluate  whether  civil  rights  violations  have 
occurred.    Hence,  the  amount  of  investigation  time  expended  per 
complaint  will  also  vary  substantially. 
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In  addition  to  the  field  investigators  attached  to  the  10 
regional  offices,  the  overall  allocation  includes  supervisory 
and  support  staff  whose  role  is  to  develop  investigative 
procedures,  policy  guidelines,  training  materials,  and  data 
collection  projects;  review  investigative  plans  and  findings; 
conduct  research;  and  manage  field  operations.    Supervisory  staff 
review  findings  to  assure  consistency  and  adherence  to  estab- 
lished policy  and  evidentiary  standards. 

During  FY  1981  support  and  supervisory  staff  revised  a  compre- 
hensive Investigation  Procedures  Manual,  produced  model  investi- 
gation plans,  provided  8,500  hours  of  training  to  OCR  staff, 
responded  to  more  than  100  regional  requests  for  assistance, 
provided  technical  and  policy  guidance  to  investigators  in 
preparing  98  letters  of  finding,  and  prepared  the  groundwork 
for  developing  several  investigative  manuals  keyed  to  specific 
programs.    These  types  of  activities  will  continue  in  FY  1982 
and  FY  1983.    OCR  developed,  and  will  apply  in  FY  1982  and 
FY  1983,  new  quality  assurance  standards  that  will  enable  the 
office  to  review  case-handling  in  detail,  identify  problems  and 
shortcomings,  and  improve  the  quality  of  the  casework.  In 
addition,  OCR  will  be  expanding  and  refining  the  Case  Information 
Management  System  to  monitor  the  status  and  results  of  investi- 
gative cases  in  the  field.    This  information  is  essential  to  set 
program  goals,  identify  trends,  develop  a  sound  budget,  and 
assess  overall  performance. 

In  addition,  OCR  will  be  exploring  approaches  to  encourage  State 
involvement  in  handling  discrimination  cases  affecting  the  block 
grant  programs.    As  a  first  step,  OCR  must  implement  a  new  statutory 
provision  under  which  State  governments  must  be  granted  up  to 
60  days  to  attempt  to  resolve  cases  of  noncompliance. 

B.   pm-granfc  JEyj-ews 

In  FY  1983  OCR  expects  to  conduct  1,600  pre-grant  reviews  of 
facilities  applying  for  Medicare  certification,  which  is 
approximately  the  same  number  of  reviews  projected  for  FY  1982. 
These  reviews  are  usually  desk  audits  which  examine  admissions 
practices,  beneficiary  data  and  the  like.    As  indicated,  six 
positions  will  be  allocated  to  this  activity. 
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2.    COMPLIANCE  REVIEWS  AND  MONITORING 
Purpose  and  Method  of  Operation 

Compliance  reviews  are  conducted  to  identify  and  to  remedy  patterns 
and  practices  of  discrimination  in  department-funded  programs. 
If  civil  rights  violations  are  identified  during  the  course  of 
a  compliance  review,  OCR  negotiates  a  comprehensive  remedial  plan 
with  the  health  care  or  social  service  provider.    lb  support  this 
program,  compliance  information  is  obtained  through  surveys  and 
analyzed  in  order  to  target  reviews.    Investigative  procedures  and 
policy  determinations  are  developed  as  necessary  to  guide  field 
investigators  and  departmental  recipients  in  achieving  voluntary 
compliance.    OCR  also  monitors  the  implementation  of  remedial  plans. 

For  FY  1983,  OCR  plans  to  allocate  85  positons  to  compliance 
reviews  and  related  support  activities,  and  five  positions  to 
monitoring. 

Rationale  for  the  Budget  Request 
A.    Compliance  Reviews 

Regulations  implementing  the  nondiscrimination  laws  obligate  the 
Department  to  periodically  review  recipient  programs  to  ensure 
compliance.    Pursuant  to  Executive  Order  12250,  the  Department  of 
Justice,  which  coordinates  civil  rights  enforcement  governmentwide , 
has  required  all  Federal  departments  and  agencies  to  establish  an 
effective  program  of  field  compliance  reviews  targeted  at  a 
representative  number  of  major  grant  recipients  (28  CFR  Section 
42.407).    In  a  report  submitted  to  Congress  on  August  15,  1980, 
the  General  Accounting  Office  underscored  the  importance  of 
conducting  compliance  reviews  as  part  of  the  Department's  overall 
enforcement  effort. 

Reviews  generally  focus  on  significant  compliance  issues  at  rela- 
tively large  facilities  or  systems  that  serve  substantial  groups 
of  minority  and  handicapped  persons.    In  this  way,  OCR  seeks  to 
maximize  the  potential  impact  of  its  staff  resources  and  the 
enforcement  program.    Compliance  reviews  have  the  potential  to 
eliminate  discriminatory  barriers  to  services  for  many  persons 
while  complaint  investigations  usually  have  a  more  limited  impact. 
Most  reviews  assess  a  variety  of  practices  to  determine  compli- 
ance.   For  example,  in  many  cases  OCR  examines  whether  admissions 
and  referral  practices  are  non-discriminatory  and  whether 
facilities  have  taken  steps  to  assure  that  their  services  are 
accessible  to  handicapped  persons.    If  findings  of  noncompliance 
are  made,  OCR  staff  will  often  assist  the  facility  or  agency  in 
developing  and  implementing  a  corrective  plan. 
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OCR  estimates  that  121  comprehensive  compliance  reviews  can  be 
conducted  in  FY  1983.    This  would  include  91  reviews  carried  over 
from  previous  fiscal  years  and  30  new  reviews-    During  FY  1982,  a 
total  of  190  compliance  reviews  will  be  conducted,  including  33 
new  reviews.    OCR  anticipates  completing  99  reviews  in  FY  1982 
and  96  reviews  in  FY  1983.    During  fiscal  years  1982  and  1983, 
the  total  number  of  compliance  reviews  underway  will  decline 
from  the  FY  1981  level  because  some  resources  previously  allo- 
cated to  this  function  are  being  shifted  to  complaint  investi- 
gations.   OCR  will  be  exploring  ways  to  expand  the  State  role 
in  compliance  reviews  in  light  of  the  block  grant  provisions. 

B.  CompUance  Review  Support 

In  addition  to  field  investigators,  the  85  positions  assigned  to 
the  compliance  review  activity  include  supervisory  and  support 
staff.    Support  staff  provide  guidance  to  the  regional  offices 
in  preparing  case  findings;  develop  regulations,  policy  clarifi- 
cations and  interpretations;  review  Department  program  regula- 
tions; and  research  compliance  issues,  including  the  development 
of  surveys  of  providers  and  analysis  of  survey  results. 

Data  collected  through  two  civil  rights  surveys  of  hospitals  and 
youth  referral  and  placement  practices  have  been  analyzed  and 
will  be  used  to  set  compliance  review  priorities  in  FY  1982  and 
FY  1983.    In  FY  1981  supervisory  and  support  staff  responded  to 
150  regional  requests  for  assistance  and  developed  42  procedural 
directives  and  policy  clarifications;  these  types  of  activities 
are  ongoing  and  enable  investigators  to  conduct  and  complete  the 
compliance  reviews. 

C.  mnXtPtxpg 

As  in  FY  1982  five  positions  will  be  allocated  to  monitor  the 
implementation  of  remedial  plans  in  FY  1983.    Because  of  the 
nature  of  the  allegations  and  findings  made  in  many  complaint 
cases  and  compliance  reviews,  facilities  or  agencies  may  have 
to  develop  comprehensive  remedial  plans,  which  set  forth  the 
various  steps  that  will  be  taken  within  an  agreed -on  timeframe 
to  correct  civil  rights  violations.    In  FY  1981,  OCR  negotiated 
207  remedial  plans.    Through  monitoring  OCR  seeks  to  ensure  that 
the  plans  are  being  implemented  and  that  any  obstacles  are 
resolved.    OCR  anticipates  that  32  remedial  plans  will  be 
monitored  in  FY  1983,  about  the  same  number  as  in  FY  1982. 
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3.    TECHNICAL  ASSISTANCE 
Purpose  and  Method  of  Operation 

OCR  provides  technical  assistance  to  recipients  and  benefic- 
iaries to  encourage  voluntary  compliance.    In  addition,  OCR 
works  with  the  Department's  program  agencies  to  broaden 
awareness  of  compliance  standards  among  recipients.  Technical 
assistance  is  made  available  through:    training;  developing 
and  disseminating  compliance  information;  and  providing 
recipient  groups  and  local  and  State  officials  with  guidance 
on  how  to  comply  with  the  laws  and  regulations.    The  purpose 
is  to  eliminate  discrimination  or  prevent  it  from  occuring  by 
making  program  officials  aware  of  the  most  effective  and  least 
costly  means  of  achieving  compliance  on  a  voluntary  basis. 

For  FY  1983,  OCR  will  allocate  33  positions  for  technical 
assistance  purposes. 

Rationale  of  the  Budget  Request 

By  means  of  complaint  investigations  and  compliance  reviews, 
OCR  can  only  reach  a  small  percentage  of  the  programs  that 
receive  Department  funds  and  are  covered  by  the  civil  rights 
statutes  and  regulations.    To  broaden  awareness  of  nondis- 
crimination requirements,  OCR  has  followed  a  three-pronged 
strategy:  (1)  development  and  dissemination  of  information 
about  how  to  comply;  (2)  building  the  capacity  of  recipient 
organizations,  organizations  of  local  and  State  officials, 
and  the  Department's  program  agencies  to  assist  recipients 
and  beneficiaries  in  achieving  compliance;  and  (3)  providing 
technical  assistance  directly  to  recipients,  beneficiaries, 
and  State  and  local  officials.    This  strategy  has  produced 
cost  savings  for  recipients,  and  State  and  local  governments, 
by  alerting  them  to  the  most  effective  and  least  costly  com- 
pliance measures. 

In  FY  1981,  OCR  helped  develop  civil  rights  checklists,  video 
training  tapes,  manuals,  and  other  materials  for  program 
agencies  such  as  the  Administration  on  Aging,  the  Administration 
for  Children,  Youth,  and  Families,  and  the  Social  Security 
Administration.    In  three  of  the  Department's  regional  offices, 
OCR  funds  Regional  Technical  Assistance  Staffs  that  made  over 
12,000  contacts  in  FY  1981.    Contacts  include  training  sessions, 
on-site  consultations  with  recipients,  meetings  with  State  and 
local  officials,  and  written  and  telephone  responses  to  indi- 
vidual inquiries.    Directly  and  under  contract,  OCR  sponsored 
or  participated  in  702  meetings,  seminars,  and  workshops  to 
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explain  civil  rights  requirements;  ever  16,500  persons, 
representing  recipient  and  beneficiary  groups,  and  State  and 
local  governments,  attended.    OCR  managed  eleven  contracts  which 
provided  technical  assistance  and  civil  rights  training  to 
recipients  and  beneficiaries  on  the  requirements  of  Title  VI, 
Section  504,  and  the  Age  Discrimination  Act.    Several  additional 
technical  assistance  guides  were  developed  and  about  200,000 
copies  of  technical  assistance  documents  were  distributed. 

In  FY  1982  and  FY  1983,  OCR  will  continue  many  of  these  types  of 
activities,  including  the  development  and  dissemination  of  com- 
pliance materials,  training  projects,  and  the  direct  assistance 
provided  by  the  regional  staffs.    At  the  same  time,  a  new 
emphasis  will  be  placed  on  providing  State  officials  with  infor- 
mation and  assistance  to  implement  the  nondiscrimination 
provisions  of  the  block  grant  programs.    OCR  will  also  pursue 
efforts  to  achieve  an  ongoing  relationship  and  dialogue  with 
affected  constituencies. 

4.    LEGAL  SERVICES 
Purpose  and  Method  of  Operation 

OCR's  budget  request  contains  58  positions  for  the  Civil  Rights 
Division  of  the  Office  of  the  General  Counsel.  Division 
attorneys  provide  OCR  with  necessary  legal  support  in  interpre- 
ting the  nondiscrimination  statutes  and  in  resolving  legal 
questions  that  arise  in  OCR's  investigative  work. 

Rationale  for  the  Budget  Request 

The  budget  request  for  58  positions  will  continue  to  provide 
OCR  with  legal  assistance  to  ensure  that  the  nondiscrimination 
laws  and  regulations  are  interpreted  and  applied  in  a  legally 
sound  manner.    OCR  relies  on  the  General  Counsel's  Office  for 
up-to-date  knowledge  of  court  decisions  that  affect  the  non- 
discrimination requirements  or  set  evidentiary  standards.  The 
Civil  Rights  Division;    (1)  conducts  administrative  enforcement 
proceedings  and  refers  cases  to  the  Department  of  Justice  for 
enforcement;  (2)  assists  the  Department  of  Justice  in  liti- 
gating court  cases  involving  civil  rights  issues  and  health 
and  human  services  programs;  (3)  reviews  civil  rights 
regulations,  policy  interpretations,  and  guidelines;  (4) 
reviews  letters  of  findings  and  proposed  settlements  in 
discrimination  cases;  (5)  issues  legal  opinions  at  OCR's 
request;  (6)  provides  legal  guidance  in  applying  the  Privacy 
Act,  the  Freedom  of  Information  Act,  and  other  statutes  and 
regulations  that  OCR  must  comply  with. 
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The  Civil  Rights  Division  will  review  letters  of  findings, 
and  assist  in  developing  and  negotiating  compliance  plans,  in 
about  780  cases  in  FY  1983.    In  consultation  with  the  Justice 
Department,  various  kinds  of  legal  support,  such  as  research 
and  preparing  court  documents,  will  be  required  in  approximately 
26  court  cases.    An  estimated  150  policy  documents,  including 
legislative  proposals,  proposed  regulations  and  policy  clarifi- 
cations, will  be  developed  or  analyzed  in  FY  1983  to  assure 
consistency  with  civil  rights  standards. 

5.    PROGRAM  MANAGEMENT 

Purpose  and  Method  of  Operation 

This  component  provides  OCR  with  overall  direction  and  manage- 
ment support  needed  to  plan  and  accomplish  program  objectives. 
Management  determines  enforcement  priorities;  allocates  staff 
to  these  priority  objectives;  monitors  and  evaluates  progress; 
makes  final  decisions  on  OCR's  compliance  standards  and  proce- 
dures; and  insures  coordination  with  departmental  officials 
and  with  other  Executive  Branch  departments  and  agencies. 

For  FY  1983  OCR  is  requesting  59  positions  for  program  manage- 
ment, the  same  number  of  positions  assigned  to  this  function 
in  FY  1982.    Twenty-five  of  the  positions  provide  executive 
and  program  direction;  20  positions  provide  administrative 
support  in  such  areas  as  personnel,  fiscal,  and  property 
management;  and  14  positions  are  assigned  to  budget  analysis 
and  formulation,  program  planning  and  evaluation,  congressional 
and  intergovernmental  affairs,  and  public  affairs. 

Rationale  of  the  Budget  Request 

Program  management  staff  set  office-wide  goals  and  performance 
standards  and  monitor  regional  operations.    Management  objec- 
tives covering  OCR's  enforcement  activities  are  developed  and 
monitored  through  an  annual  planning  process  including  the 
Department's  Operations  Management  System  (QMS).    OCR  is 
responsible  for  formulating  its  own  budget  and  for  providing 
to  its  staff  the  full  range  of  administrative  support  in  such 
areas  as  personnel  management,  preparing  and  monitoring  financial 
allowances,  managing  property  and  supply  systems,  and  developing 
ADP  programs. 
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Management  staff  must  coordinate  program  objectives  and  activi- 
ties with  other  Federal  departments  and  agencies,  such  as  the 
Equal  Employment  Opportunity  Commission  and  the  Department  of 
Justice,  which  have  been  given  government-wide  coordination 
responsibilities  under  various  Executive  Orders.    In  addition, 
OCR  must  carry  out  certain  government-wide  coordination  func- 
tions under  the  Age  Discrimination  Act,  such  as  the  preparation 
of  an  annual  report  to  Congress  describing  how  departments  and 
agencies  are  implementing  the  Act.    In  the  congressional  and 
public  affairs  area,  OCR  will  respond  to  approximately  2,300 
written  and  oral  inquiries  in  FY  1983.    In  response  to  requests 
for  information,  OCR  will  also  distribute  approximately  200,000 
copies  of  publications,  and  additional  materials  may  need  to 
reflect  new  program  goals  and  requirements. 

In  FY  1982  and  FY  1983,  OCR  will  continue  to  establish  and 
monitor  program  objectives;  provide  leadership  and  direction  to 
regional  operations;  manage  a  performance  appraisal  system; 
provide  administrative  services  in  the  personnel,  fiscal,  and 
property  management  areas;  administer  a  public  information 
program  and  respond  to  congressional  inquiries;  and  formulate 
the  budget  and  develop  an  annual  implementation  plan  for  the 
Department  of  Justice.    The  58  positions  are  needed  to  carry 
out  these  various  activities. 
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Office  for  Civil  Rights 


Estimates  for  Consultant  Services 


Program  Activity 


Obligations 


Office  for  Civil  Rights 


FY  1982 
$234,000 


FY  1983 
$217,000 


Description  of  the  Need  for  Consultant  Services 
FY  1982 

Consultant  services  are  needed  to  provide  otherwise  unavailable  expertise 
on  a  time  limited  basis  to  support  the  OCR  mission.    Of  the  $234,000 
requested,  $109,000  would  be  used  to  provide  specialized  analytical 
and  technical  support  to  Headquarters  and  Regional  Office  enforcement, 
policy  development,  and  outreach  activities.    Such  contractual  or 
appointive  support  includes  statistical,  data  processing,  data  analysis, 
and  auditing  services  needed  to  expedite  complaint  investigations  and 
compliance  reviews  and  to  assure  the  validity  of  findings.  $75,000 
would  be  used  to  refine  case  management  systems  to  assure  adequate 
reporting  of  case  and  resource  utilization  information.    The  remaining 
$50,000  is  needed  to  support  an  evaluation  of  the  effectiveness  of 
outreach  initiatives. 


Consultant  services  are  needed  to  provide  otherwise  unavailable 
expertise  on  a  time  limited  basis  to  support  the  OCR  mission.  Of 
the  $217,000  requested,  $117,000  would  be  used  to  provide  specialized 
analytical  and  technical  support  to  Headquarters  and  Regional  Office 
enforcement,  policy  development,  and  outreach  activities.    Such  contrac- 
tual or  appointive  support  includes  statistical,  data  processing,  data 
analysis,  and  auditing  services  needed  to  expedite  complaint  investiga- 
tions and  compliance  reviews  and  to  assure  the  validity  of  findings. 
$75,000  would  support  an  assessment  of  OCR's  assistance  to  and  involve- 
ment with  Governors'  Offices  and  State  Agencies  as  they  implement  the 
civil  rights  provisions  of  health  and  social  services  block  grants. 
The  remaining  $25,000  is  needed  to  provide  programming  and  software 
development  services  to  support  a  survey  of  mental  health  facilities 
undertaken  by  OCR  staff. 


FY  1983 
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DEPARTMENTAL  MANAGEMENT 
Policy  Research 

For  carrying  cut,  to  the  extent  not  otherwise  provided, 
research  studies  under  section  1110  of  the  Social  Security  Act, 
/^14,000,00p7  $14,718,000. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
DEPARTMENTAL  MANAGEMENT 
POLICY  RESEARCH 

y 

Amounts  Available  for  Obligation 


1981  1982  1983 

Actual        Estimate  Estimate 

Appropriation   $22,700,000  $13,440,000  $14,718,000 

Appropriation 
Rescinded 

(P.L.  97-12)   -2,500,000  —   


Subtotal,  adjusted 
appropriation....    20,200,000    13,440,000  14,718,000 

Real  transfer  to: 

Departmental  Man- 
agement, "General 
Departmental 

Management"   -700,000   —   


Subtotal,  budget 

authority              19,500,000  13,440,000  14,718,000 

Unobligated  balance 
lapsing   -251,000      

Total  obligations     19,249,000  13,440,000  14,718,000 


1/   Excludes  the  following  amounts  for  reimbursable 
activities  carried  out  by  this  account:    FY  1981  - 
$840,000;  FY  1982  and  1983  -  $1,100,000. 
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Summary  of  Changes 

1982  Estimated  budget  authority   $13,440,000 

1983  Estimated  budget  authority   14,718,000 

Net  change   +1,278,000 


1982  Base  Change  from  Base 

Pos.  Amount  Pos.  Amount 

Increases 
Built-ins : 

1.  Annual ization  of 

FY  1982  pay  1/ 

increases    $653,000    +$42,000 

2.  Other  admi stra- 

ti ve  cost 
increases  (ADP 
and  other 

services)    5,082,000    +306,000 

3.  Increases  in  costs 

of  project  grants.    7,547,000    +950,000 

Subtotal     +1,298,000 

Decreases : 
Built-ins; 
1.  Savings  due  to 

reductions  in 

periodicals, 

pamphlets  and 

audio-visual 

materials    80,000    -20,000 

Subtotal     -20,000 

Net  change     +1,278,000 


1/  This  represents  the  full  amount  required  in  FY  1983  to  fund 
the  October  1981  pay  raise  and  the  lifting  of  the  executive 
pay  cap.    No  funds  are  included  in  the  FY  1982  column  of 
this  budget  for  pay  increases,  and  consideration  will  be 
given  to  this  requirement  in  March  1982. 
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Budget  Authority  by  Activity 


1981 

1982 

1983 

Actual 

Estimate 

Estimate 

Pos.  Amount 

Pos.  Amount 

Pos.  Amount 

Policy 

Research.. 15  $19,500,000 

15  $13,440,000 

15  $14,718,000 

Budget  Authority  by  Object  

Increase 
1982  1983  or 
 Estimate      Estimate  Decrease 


Total  number  of  per- 
manent positions  

Full-time  equivalent  of 
all  other  positions... 

Total  compensable 
workyears  


15  15 
11  11 
26  26 


Personnel  compensation: 

Permanent  positions...  $334,000  $356,000  +$22,000 
Positions  other  than 

permanent   262,000        278,000  +16,000 


Subtotal,  personnel 

compensation   596,000        634,000  +38,000 

Personnel  benefits   57,000          61,000  +4,000 

Travel  and  transporta- 
tion of  persons   39,000  39,000   

Transportation  of 
things   7,000  7,000   
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Increase 
1982  1983  or 

Estimate       Estimate  Decrease 

Rent,  conminications 


and  utilities   66,000  50,000  -16,000 

Printing  and  repro- 
duction  14,000  12,000  -2,000 

Other  services   5,082,000  5,386,000  +304,000 

Supplies  and 

materials   17,000  17,000  — 

Equipment   15,000  15,000  — 

Grants,  subsidies 
and  contributions..    7,547,000     8,497,000  +950,000 

Total  budget 
authority  by 


object   13,440,000    14,718,000  +1,278,000 


93-481   0-82  81 
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Significant  Items  in  House  and  Senate 
Appropriation  Committee  Reports 


Item 

1981  House  Report 

Policy  Research 

The  Committee  directs  HHS  to 
award  the  grant  for  a  Poverty 
Research  Center  to  the  appli- 
cant that  received  the  most 
points  from  the  reviewers 
conducting  the  competitive 
bid  process. 


Action  Taken  or  to  be  Taken 


The  Department  is  not  requesting 
grant  applications  for  a  Poverty 
Research  Center  in  FY  1982. 
Rather,  it  will  fund  a  series  of 
small,  directed  transfer  policy 
research  studies.    A  grant 
announcement  inviting  applications 
for  these  transfer  policy  studies 
in  several  areas  will  be  published 
shortly  in  the  Federal  Register. 
Applicants  who  applied  for  the 
Poverty  Research  Center  grant  may 
apply  for  these  awards. 
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Authorizing  Legislation 


1982  1983  1983 

Amount  1982           Amount  Budget 

Authorized  Estimate     Authorized  Request 

Policy  Research: 


Section  1110 
of  the  Social 

Security  Act..  Indefinite  $13,440,000  Indefinite  $14,718,000 
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POLICY  RESEARCH 


Budget 

Estimate  House  Senate 

to  Congress  Allowance  Allowance  Appropriation 

FY  1974              $29,759,000  $29,759,000  $29,759,000  $29,759,000 

FY  1975                31,759,000  27,459,000  24,899,000  24,899,000 

FY  1976                29,209,000  26,249,000  24,899,000  24,899,000 

FY  1977                29,899,000  24,899,000  12,424,000  19,949,000 

FY  1978                22,349,000  39,949,000  22,349,000  29,949,000 

FY  1979                27,000,000  25,000,000  27,000,000  25,000,000 

FY  1980                24,715,000  24,000,000  24,000,000  24,000,000 

FY  1981                22,000,000  22,000,000  19,500,000  19,500,000 

FY  1982                16,700,000  15,700,000  14,000,000  13,440,000 

FY  1983   14,718,000 
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Policy  Research 

Authorizing  Legislation  -  Section  1110  of  the  Social  Security  Act 


1982 

Current 

Increase  or 

Estimate 

1983  Estimate 

Decrease 

Budget 

Budget 

Budget 

Pos. 

Authority 

Auth.      Pos.  Authority 

Pos .  Authority 

Policy 

Research  15 

$13,440,000 

Indef.      15  $14,718,000 

  +  1,278,000 

1982  Increase  or 

Current  Estimate        1983  Estimate  Decrease 


I. 

Income  Security  and 

5,815,000 

5,260,000 

-555,000 

Employment 

Wbrkf are/Welfare  Admini- 

stration Studies 

3,410,000 

2,200,000 

-1, 

210,000 

Retirement  Policy  Studies 

1,350,000 

1,800,000 

+ 

450,000 

Welfare  Policy  Studies 

500,000 

860,000 

+ 

360,000 

Transfer  Policy  Studies 

400,000 

400,000 

Income  Maintenance  Experiments 

155,000 

155,000 

II. 

Health 

6,025,000 

7,400,000 

+1,375,000 

Health  Insurance  Experiments 

5,345,000 

5,700,000 

+ 

355,000 

Competition  Research 

680,000 

1,700,000 

+1 

,020,000 

III. 

Human  Services 

600,000 

858,000 

+ 

258,000 

Long  Term  Care 

490,000 

518,000 

+ 

28,000 

Disability  and  Social  Services 

110,000 

340,000 

+ 

230,000 

IV. 

Support  Services 

1,000,000 

1,200,000 

+ 

200,000 

Computer  Support 

500,000 

700,000 

+ 

200,000 

Statistical  Studies 

500,000 

500,000 

TOTAL 


13,440,000 


14,718,000 


+1,278,000 
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General  Statement 

Policy  Research  is  administered  by  the  Assistant  Secretary  for  Planning 
and  Evaluation.    This  program  is  one  of  the  Department's  principal  sources 
of  policy-relevant  data  and  research  on  income  sources  of  the  low  income 
population?  on  the  impact,  effectiveness  and  distribution  of  benefits 
under  existing  or  proposed  programs;  and  on  other  issues  that  cut  across 
HHS  agency  lines,  such  as  the  problems  of  administering  income  maintenance, 
health,  and  social  service  programs,  long-term  care  financing  and  services, 
disability  and  problems  of  the  aged.    It  is  the  only  flexible  research 
authority  available  to  the  Department  for  work  on  emerging  and  changing 
issues  of  national  policy  significance.    It  is  used  to  analyze  issues  that 
cannot  be  covered  in  other  departmental  research  programs  or  under  existing 
evaluation  authority.    This  program  is  closely  coordinated  with  the  research 
activities  of  other  departmental  agencies. 

Policy  Research  activities  have  made  important  contributions  to  the  policy 
development  and  legislative  process.    Much  of  the  data,  cost  estimating 
capability  and  computer  support  used  by  the  Department  in  developing 
new  policies  and  program  proposals  derives  directly  from  the  Policy  Research 
program.    These  data  and  models  allow  much  more  comprehensive  and  refined 
analysis  of  policy  options,  and  facilitate  rapid  response  to  congressional 
inquiries  and  requests. 

The  requested  FY  1983  funding  level  of  $14,718,000  will  provide  for  the 
continuation  of  on-going,  high  priority  research  and  further  development 
of  simulation  models  used  for  analysis  of  policy  alternatives.  Among 
the  projects  to  be  supported  by  the  FY  1983  budget  request  are  the  Vtorkfare/ 
Welfare  Administration  Studies,  Retirement  Policy  Studies,  Health  Insurance 
Experiment,  Health  Qxpetition  and  Long  Term  Care.    The  FY  1983  project 
requests  represent  increases  and  decreases  from  the  FY  1982  base,  with 
a  major  increase  in  health  competition  research  necessary  to  guide  the 
Department  on  the  implementation  of  a  pro-competitive  strategy.  This 
appropriation  does  not  include  funds  for  the  development,  promulgation, 
or  administration  of  regulations  or  regulatory  activities. 

I.  Income  Security  and  Employment 

Purpose  and  Method  of  Operation 

Findings  from  research  on  income  security  and  employment  provide  a  better 
understanding  of  the  causes  of  low  earnings  from  employment  and  of  retire- 
ment; predict  the  likely  effects  of  changes  in  welfare  and  employment- 
related  assistance  programs;  predict  the  likely  effects  of  changes,  includ- 
ing incentives  for  later  retirement,  in  social  security  and  other  retirement 
income  programs  on  the  employment  of  the  elderly  and  on  the  economy  as  a 
whole;  suggest  program  modifications  that  will  contribute  to  increased 
self-sufficiency  and  reduced  dependency  among  low-income  families  and 
individuals;  and  provide  information  on  the  cost  effectiveness  of  alterna- 
tive methods  of  administering  welfare  and  employment-related  assistance 
programs. 
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FY  1982  accomplishments: 

o    Seattle  and  Denver  Income  Maintenance  Experiments .    A  two-volume 

final  report  was  prepared  for  publication.    The  report  focuses  on  the 
effects  of  income  maintenance  in  the  form  of  a  series  of  negative 
inccme  tax  plans  on  the  work  effort  of  recipients  and  on  their  marital 
stability.    Behavior  in  both  of  these  areas  of  the  study  have  strong 
implications  for  public  welfare  policy,  particularly  the  AFDC  program 
and  related  work fare  proposals  under  consideration. 

o   Welfare  Administration  Studies.    The  demonstration  phase  was  com- 
pleted in  two  monthly  reporting  projects  and  preliminary  analysis  of 
the  data  got  underway.    The  orderly  close-out  of  one  monthly  re- 
porting project  was  achieved  when  insufficient  funds  were  available 
to  complete  planned  activities.    A  statewide  computer  processing 
system  to  support  monthly  reporting  in  Colorado  was  successfully 
designed  and  tested,  and  the  state  received  approval  for  federal 
matching  funds  to  support  statewide  installation.    Products  from  the 
project  in  the  form  of  reports,  briefings  and  materials  were  ex- 
tensively used  by  states  as  they  planned  for  the  implementation  of 
monthly  reporting  systems  in  accordance  with  the  1981  Omnibus  Budget 
Reconciliation  Act.    Work  was  completed  on  the  local  office  admin- 
istrative computer  simulation  model.  In  addition,  papers  were  prepared 
and  disseminated  which  summarized  what  is  known  about  the  effectiveness 
of  workfare  and-  related  employment  programs  in  promoting  the  economic 
independence  of  AFDC  clients. 

o    Retirement  Policy  Studies.    Major  progress  was  made  in  upgrading  simula- 
tion models  for  use  in  detailed  analysis  of  retirement  policy  issues. 
Researchers  completed  specifications  of  a  long-term  dynamic  simulation 
model  designed  for  analyzing  the  economic  effects  of  changes  in  policies 
affecting  the  provision  of  retirement  income  in  the  context  of  the  aging 
of  the  "baby  boom"  generation.  Research  aimed  at  improving  understanding 
of  key  behavioral  relationships  was  also  completed.    Subjects  investi- 
gated included  savings  and  labor  /supply  over  the  life  cycle,  retirement 
behavior,  disability  incidence,  and  projections  of  pension  coverage  and 
vesting.  Options  for  evaluating  expanded  use  of  tax-deferred  savings 
plans  for  providing  retirement  income  (e.g.,  IRAs)  were  explored. 

o   Welfare  Policy  Studies.    A  preliminary  version  of  a  multi-regional 
policy  impact  simulation  (MRPIS)  model,  involving  detailed  repre- 
sentations of  household  and  business  sectors  and  of  the  labor  market, 
•  was  completed.    This  model,  which  is  the  first  stage  of  a  micros imu- 
lation  model  capable  of  determining  the  full  impact  on  the  economy  of 
changes  in  government  tax,  transfer  and  spending  policies,  was  used  for 
preliminary  simulations  of  several  departmental  initiatives. 

o.  Transfer  Policy  Studies.    Transfer  policy  studies  were  funded  in  FY  1982 
through  small,  directed  grants  rather  than  as  a  single  award  to  an 
institution  for  research  related  to  this  area.    Several  small  studies 
aimed  at  improving  understanding  of  the  impacts  on  and  consequences 
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of  transfer  programs  (such  as  AFDC,  food  stamps  and  SSI)  were  initiated. 
Studies  were  selected  from  among  the  following:    the  effect  of  family 
structure  on  government  programs,  and  of  programs  on  family  structure; 
effects  of  youth  programs  on  16-24  year  olds;  simulation  of  labor  supply 
response  to  transfer  programs;    the  dynamics  of  employment  and  participa- 
tion in  public  programs;  and  the  psychology  of  dependence  on  public 
transfer  programs. 

Rationale  for  the  Budget  Request 

FY  1983  anticipated  accomplishments  in  the  area  of  income  security 
include: 

o   Welfare  Adrninistration  Studies.     A  series  of  research  reports  will 
be  produced  presenting  results  from  the  Michigan  and  Illinois  Monthly 
Reporting  projects.    The  information  from  these  reports  will  be  used 
by  States  to  aid  the  implementation  of  cost-effective  forms  of  monthly 
reporting.    These  results  will  provide  the  information  required  by  the 
Department  to  rule  on  anticipated  state  requests  to  waive  the  monthly 
requirement  for  certain  caseload  groups.    Also,  studies  will  be  under- 
taken in  conjunction  with  States  to  identify  the  combinations  of  workfare 
and  related  employment  programs  that  are  most  efficient  at  moving 
welfare    families  off  the  rolls  and  into  private  employment  and  economic 
independence.    These  studies  will  provide  necessary  and  important 
information  about  administratively  coordinated  work  programs  in  order  to 
minimize  duplication  and  to  enhance  the  goal  of  moving  welfare  clients 
into  employment. 

o    Retirement  Policy  Studies.    A  preliminary  version  of  a  long-run  dynamic 
simulation  model  for  use  in  simulating  effects  of  changes  in  retirement 
policy  in  the  context  of  a  growing  economy  and  an  aging  population  will 
be  implemented;  this  model  will  include  representations  of  business, 
household,  financial  and  government  sectors.  Characterizations  of  key 
elements  of  household  behavior,  such  as  savings  and  labor  supply,  and  of 
overall  economic  phenomena,  such  as  capital  formation,  will  be  improved 
on  the  basis  of  previously-funded  research.    The  model  will  be  used  to 
explore  policy  alternatives  for  QASDI,  SSI,  and  other  HHS  programs 
that  provide  income  in  retirement. 

o   Welfare  Policy  Studies.    Analysis  of  the  effects  of  the  1981  AFDC 

amendments  on  households  will  be  completed.    The  findings  will  provide 
policy  makers  with  a  detailed,  empirical  study  of  the  actual  effects  of 
the  welfare  initiatives  enacted  in  1981.    The  MRPIS  model  will  be  improved 
by  current  data  on  the  availability  of  jobs  by  industry,  occupation,  and 
state.    The  model  will  be  used  to  analyze  the  impact  of  alternative 
health  competition  tax  reforms  on  the  relative  size  of  the  medical  care 
sector  and  medical  care  prices  (and,  hence,  on  Medicare  and  Medicaid 
costs).    The  model  will  also  continue  to  be  used  to  analyze  the  effective- 
ness of  alternative  policies  aimed  at  increasing  the  number  of  low  wage 
jobs  available  for  welfare  recipients. 


1291 


144 


o    Transfer  Policy  Studies.    Reports  fran  the  FY  1982  awards  will  be 

received  and  applied  directly  to  policy  positions  for  decisions  on  AFDC, 
Medicaid,  Food  Stamps,  Unemployment  Insurance ,  Supplemental  Security 
Income,  QASI  and  other  transfer  programs.    The  studies  will  be  sharply  . 
focused  toward  finding  ways  to  foster  independence  and  reduce  reliance  on 
government  transfer  programs.    The  effects  of  program  entitlements  on 
individual  effort  and  independence  will  be  carefully  examined.  Policy 
analysis  needs  and  useful  results  from  the  FY  1982  research  will  lead  to 
additional  awards  in  FY  1983  in  the  same  areas,  and  areas  of  study  which 
had  been  identified  but  not  funded  in  FY  1982  will  be  investigated. 

II.  Health 

Purpose  and  Method  of  Operation 

Health  research  is  directed  towards  the  analysis  of  significant  policy 
issues,  particularly  those  related  to  the  design  and  implementation  of 
pro-competition  health  care  legislation.    Research  includes  analysis 
of  the:    (1)  impact  of  cost-sharing  on  the  utilization  of  health  care, 
the  quality  of  services  received,  and  health  status;  (2)  consumer  choice 
oriented  health  benefits  plans;  and  (3)  private  sector  initiatives  which 
promote  competition. 

FY  1982  accomplishments: 

o    Competition  Research.    Several  major  competition  policy  projects  were 
completed:    (1)  actuarial  analysis  of  various  Medicare  voucher  options; 
(2)  longitudinal  consumer  choice  and  impact  analyses  of  the  California 
State  Employees  Health  Benefits  Program;  (3)  design  under  the  Federal 
Employees  Health  Benefits  Program  of  a  survey  for  analysis  of  factors 
affecting  selection  of  health  benefits  coverage;  and  (4)  exploratory 
analyses  of  adverse  selection  policy  issues.    Other  ongoing  projects 
focused  on  pro-competitive  options  in  the  health  financing  and  delivery 
system. 

o   The  Health  Insurance  Experiment  is  a  large  scale,  multi-year 

experiment  in  which  more  than  2700  families  at  six  different  sites 
were  assigned  to  insurance  plans  with  different  levels  of  cost-sharing 
and  to  an  HMO.    Families  were  enrolled  for  either  three  or  five  years, 
and  exhaustive  information  was  collection  on  their  utilization  of 
health  care,  health  status  satisfaction  with  care,  employment,  family 
income  and  related  family  income,    rata  produced  by  this  study  will 
allow  analyses  of  such  topics  as  the  impact  of  cost-sharing  and  HMO 
enrollment  on  utilization,  quality  of  care  received  and  health  status; 
income  distributional  aspects  of  cost-sharing;  administration  of  family- 
income-based  limits  on  out-of-pocket  expenditures;  and  evaluation  of 
health  manpower  policies. 

The  last  participants  exited  from  the  study  and  data  processing  and 
analysis  continued  for  an  increased  number  of  site  years.  Interim 
analysis  of  annual  expenditures  from  nine  site-years  of  data  was 
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published  in  the  New  England  Journal  of  Medicine.    Draft  reports 
based  on  preliminary  data  were  produced  on  analysis  of  episodes  of 
treatment,  utilization  by  type  of  service  in  the  HMO,  mental  health 
utilization,  dental  utilization,  use  of  maternity  and  pediatric  care, 
and  effect  of  plan  on  patient  satisfaction. 

Rationale  for  the  Budget  Request 

EY  1983  anticipated  accomplishments  in  the  area  of  health  include: 

o   Competition  Research.    Competition  research  projects  will  continue 
to  support  the  major  health  initiative  of  the  Administration  and  the 
Department.    Competition  research  will  support  the  further  development 
of  competitive  health  care  strategies  and  help  to  inform  the  debate 
over  the  potential  consequences  of  such  strategies.    Major  research 
activities  in  EY  1983  will  include:    (1)  a  health  insurance  rebate 
demonstration  project  which  will  test  both  employee  response  to  avail- 
ability of  tax  free  cash  rebates  for  selecting  low  cost  health 
benefits  and  employer  procedures  for  establishing  health  benefits 
packages  with  rebates;  (2)  an  evaluation  of  Medicare  voucher  demonstra- 
tions; (3)  analysis  of  innovative  financing  and  delivery  systems  develop- 
ed in  the  private  sector;  and  (4)  analysis  of  different  payment  rates 
among  different  purchasers  of  hospital  service  and  the  cost  consequences 
of  having  a  single  payment  schedule  for  all  payers.    Research  on  non-employ- 
ment based  health  care  financing  options  for  uninsured  and  under insured 
populations  will  continue . 

o   The  Health  Insurance  Experiment.    Analyses  previously  initiated  will 
continue  as  data  processing  nears  completion.    Draft  reports  will  be 
prepared  on  the  effect  of  insurance  plan  on:  physical  and  mental  health 
and  general  health  perceptions;  on  patient  satisfaction;  and  on  cardio- 
vascular disease,  hypertension,  and  other  health  conditions.  Dif- 
ferences in  quality  of  care  and  use  of  services  for  selected  acute  and 
chronic  conditions  will  be  examined  by  plan,  income  group,  and  age. 
Participants'  insurance  coverage  prior  to  enrollment  in  the  Health 
Insurance  coverage  prior  to  enrollment  in  the  Health  Insurance  Experiment 
and  their  preference  for  insurance  coverage  after  completing  the  experi- 
ment will  be  measured  and  related  to  actual  utilization  during  the 
experiment.  This  information,  and  other  data  derived  from  the  experiment 
which  provide  information  on  cost-sharing  and  other  major  health  care 
issues,  will  continue  to  be  utilized  in  the  development  and  refinement  of 
competition  proposals.    Study  results  will  also  be  used  in  policy 
analyses  of  health  manpower  and  preventive  care  policies. 

III.  Human  Services 

Purpose  and  Method  of  Operation 

Research  in  this  area  spans  a  variety  of  programs  that  affect  the  disadvan- 
taged.   These  include  disability,  long-term  care,  the  delivery  of  human 
services,  promotion  of  private  sector  initiatives  and  the  encouragement  of 


1293 


146 


competition  in  the  provision  of  social  services.    Activities  in  this  area 
also  include  dissemination  of  human  services  research  findings  to  state, 
local  and  private  human  service  interests  not  addressed  in  other  departmen- 
tal research  programs. 

FY.  1982  Accomplishments: 

o    Long-Term  Care.    Sites  under  the  national  Long-Term  Care  Channeling 
Demonstration  became  operational.    These  have  provided  preliminary 
information  regarding  cost-effectiveness  of  case  management  in  long- 
term  care.    Dynamic  computer  models  were  developed  which  simulate 
the  impact  on  resource  use  and  cost  of  policy  alternatives  in  long-term 
care.    A  study  provided  a  preliminary  analysis  of  non-medical  in-home 
services  program  characteristics  and  actual  practice  variations  likely 
to  affect  family  effort  in  taking  care  of  chronically  disabled  and 
elderly  dependents.    A  national  survey  of  elderly  individuals  in 
households  was  fielded  to  assess  functional  disabilities  and  use  of 
long-term  care  resources. 

o   Disability.    A  preliminary  report  was  prepared  which  addresses  the 

history  and  impact  of  deinstitutionalization.    The  report  also  addresses 
the  effectiveness  of  federal  and  state  governments  in  the  development 
of  community-based  services  for  the  mentally  retarded  and  developed 
measurements  of  community  and  parental  reactions. 


o    Social  Services.    An  exploratory  study  of  welfare  recipients'  attitudes 
toward  work,  welfare,  family  and  other  topics  was  completed.    The  study 
of  over  200  recipients  in  two  major  metropolitan  areas  investigated 
whether  recipients  who  have  been  on  welfare  longer  periods  of  time  have 
different  attitudes  than  new  enrollees.    In  addition,  state  of  the  art 
paper  on  workfare's  effects  on  recipient  attitudes  and  other  non-econcmic 
dimesions  was  completed.    These  two  studies  have  contributed  to  under- 
standing how  to  reduce  welfare  dependency. 

o    Day  Care  Financing  Study.    This  study  provided  a  comprehensive  examina- 
tion of  how  states  are  addressing  the  day  care  needs  of  welfare  mothers 
who  seek  employment.    The  study  addressed  the  issues,  problems  and 
choices  faced  by  states  in  using  the  federal  programs  of  AFDC,  the  title 
XX  block  grant,  and  WIN  to  finance  day  care.    We  now  have  a  better 
understanding  of  how  types  of  subsidized  day  care  do  or  do  not  contribute 
to  a  welfare  mother's  ability  to  work  and  select  appropriate  care.  The 
results  are  being  circulated  to  states  for  use  in  their  planning  to 
reduce  welfare  dependency. 

o   Rationale  for  the  Budget  Request 

FY  1983  anticipated  accomplishments  in  the  area  of  human  services  include: 


o    Long  Term  Care.    Data  derived  from  the  Channeling  sites  and  from  a 
survey  of  long-term  care  will  be  analyzed.    Econometric  models  of 
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various  aspects  of  long-term  care  will  be  synthesized  to  create  a 
powerful  policy  analysis  instrument  to  evaluate  the  costs  of  alterna- 
tive long-term  care  policies.  A  study  of  the  impact  of  public  non-med- 
ical in-home  services  programs  on  the  informal  support  system  will  be 
undertaken.    These  research  activities  will  provide  information  on  (1) 
cost-effective  allocation  of  resources;  (2)  the  potential  impact  of 
financing  and  program  alternatives  on  quality  of  care  (both  in 
institutions  and  at  home);  and  (3)  ways  of  permitting  people  to  be 
cared  for  in  the  least  restrictive  setting  without  displacing  private 
and  informal  support  systems.    The  information  will  be  used  in  the 
development  of  departmental  long-term  care  policy  and  for  analysis 
of  the  growing  number  of  Congressional  proposals  concerning  long-term 
care  services. 

o    Disability.    The  final  report  and  recommendation  regarding  deinstitution- 
alization and  provision  of  services  to  mentally  handicapped  persons  in 
the  least  restrictive  and  most  cost  effective  manner  will  be  prepared. 
This  study  will  provide  information  valuable  to  the  Department  and 
State  and  local  governments  on  efficient  community-based  care  systems. 

o    Social  Services.    Research  on  alternative  approaches  to  the  delivery  of 
social  services  which  lead  to  less  reliance  on  governmental  control  and 
direct  service  provision  will  continue.    Areas  for  investigation  include 
emerging  private  sector  initiatives,  such  as  business  sponsorship  of 
day  care  for  employees'  children  and  the  use  of  volunteers  as  an  added 
resources  to  service  providers.    Research  will  also  focus  cn  ways  that 
greater  competition  e.g.,  through  vouchers  and  open  bidding  for  service 
delivery,  can  be  introduced  into  the  social  services  to  promote  more 
efficient  use  of  federal  supports.  Studies  in  this  area  will  provide 
information  on  reduced  welfare  dependency  to  be  used  in  welfare  policy 
analysis . 

IV.    Support  Services 
Purpose  and  Method  of  Operation 

Activities  are  supported  which  focus  on  improving  the  collection,  analysis 
and  utilization  of  statistical  information.    All  policy  research  projects 
including  the  Administration's  Health  Competition  Initiative  received 
support.    The  principal  activities  are  Computer  Support  and  Other  Statisti- 
cal Studies. 

A  full  range  of  computer  services  are  provided  including  scientific 
programming  and  computer  processing.    Additionally  major  statistical 
activities  are  supported  that  focus  on:  (1)  updating  and  improving  the 
major  HHS  micro  simulation  models  of  proposed  and  existing  income  transfer 
programs;  (2)  improving  the  data  bases  used  by  ASPE;  (3)  providing  access 
to  tabulations  and  analysis  of  confidential  census  data  of  the  population  in 
poverty;  and  (4)  the  methodological  development  of  statistical  techniques 
particularly  in  the  areas  of  statistical  matching  i.e.,  merging  data  of  the 
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Survey  of  Income  and  Education  with  data  of  the  Health  Interview  Survey  to 
conduct  additional  analysis,  and  the  forecasting  of  large  scale  data 
bases. 

Rationale  for  the  Budget  Request 

Tremendous  strides  toward  development  of  public  use  tapes  and  documenta- 
tion for  the  Income  Survey  Development  Program's  (ISDP)  1979  Research 
File  were  made  in  FY  1982.    Activities  will  be  completed  in  FY  1983  yielding 
cross  sectional  public  use  tapes  for  each  of  the  six  ISDP  panels  as  well  as 
an  annualized,  longitudinal,  file.    Support  for  the  major  micro  simulation 
models  used  in  analyzing  the  impacts  of  HHS  transfer  programs  (such  as  AFDC, 
SSI  and  SSA)  on  the  population  in  poverty  also  continued.  In  addition  to 
updating  these  models  to  reflect  recent  program  changes,  developmental 
activities  supporting  the  Administration's  Health  Competition  Initiative, 
the  analysis  of  state  and  local  tax/ transfer  systems,  and  refinement  of  the 
AFDC  monthly  reporting  module  using  the  1979  ISDP  Research  File  were  under- 
taken.   These  activities  will  continue  in  FY  1983  as  additional  developments 
are  undertaken  in  support  of  the  administration's  program. 

Efficiencies  in  the  operation  of  these  models,  as  a  result  of  research 
activities  in  prior  years,  were  realized  in  FY  1982.    Special  tabulations 
on  the  population  in  poverty  were  obtained  through  access  to  Census 
confidential  data  and  through  additions  of  questions  on  health  insurance 
and  low  income  energy  to  the  March  1982  Current  Population  Survey.  These 
activities  will  continue  in  FY  1983.    Cngoing  statistical  research  focused 
on  improving  the  measurement  and  subsequent  understanding  of  poverty 
also  continued.    Results  of  initial  research  on  statistical  matching 
techniques  were  obtained  in  FY  1982  and  further  research  avenues  identified. 
Additionally,  in  FY  1983  further  research  toward  improvement  in  methods  for 
forecasting  the  population  in  poverty  will  continue,  with  special  focus  on 
incorporating  improvements  from  the  1979  ISDP  Research  file.  These 
statistical  achievements  result  in  greater  efficiencies  in  providing 
impact,  cost  and  caseload  estimates  for  major  Administration  initiatives 
and  all  major  health  and  income  transfer  studies. 
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Department  of  Health  and  Human  Services 

Proposed  Changes  to  General  Provisions 
for  Fiscal  Year  1983 

Introduction 

The  President's  budget  for  1983  includes  recommendations 
regarding  changes  to  the  General  Provisions  of  the  proposed  Labor/ 
HHS/Education  and  Related  Agencies  appropriations  bill.  General 
Provisions  proposed  by  the  Department  are  included  in  the  Appendix 
of  the  1983  Budget,  Part  I,  at  the  conclusion  of  the  schedules  for 
the  Department  of  Health  and  Human  Services. 

The  fiscal  year  1983  General  Provisions  language  is  based  on 
H.R.  4560,  as  referenced  by  sections  101(a)(3)  of  the  third 
Continuing  Resolution.  Not  addressed  in  this  justification  are 
provisions  which  are  not  in  identical  form  as  enacted  by  both  the 
House  and  Senate  unless  the  provision  pertains  to  only  one  appro- 
priation, fund,  or  authority,  as  required  by  section  101(a)(5)  of 
the  Continuing  Resolution. 

The  following  is  a  listing  and  explanation  of  the  proposed 
changes : 

Title  II 

Section  202.    "None  of  the  funds  provided  herein  shall  be  used  to 
pay  any  recipient  of  a  grant  for  the  conduct  of  research  an  amount 
equal  to  as  much  as  the  entire  cost  of  such  research." 

Explanation 

This  provision  is  deleted. 

The  requirement  for  mandatory  cost-sharing  by  recipients  of 
HHS  grants  increases  the  cost  of  administering  research  grants 
for  both  HHS  and  grantees.    Universities  are  required  to  maintain 
records  of  grant  costs  not  supported  by  Federal  funds,  filing  an 
institutional  cost-sharing  agreement  with  the  Department  which 
documents  these  costs.    For  universities  without  such  agreements, 
a  separate  sheet,  explaining  how  the  cost-sharing  requirement  will 
be  net,  becomes  a  necessary  part  of  the  grant  application.  This 
information  must  be  kept  separate  from  the  rest  of  the  application 
and  is  not  open  to  the  public  because  it  could  affect  the  awarding 
of  grants.    In  addition  to  costs  incurred  from  these  administra- 
tive procedures,  cost-sharing  has  been  of  minimal  value  in 
reducing  the  Federal  share  in  funding  research  project  grants. 
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The  Report  of  the  Commission  on  Government  Procurement 
(December  1972)  indicated  that  cost-sharing  requirements  "do 
nothing  to  increase  the  total  yield  of  research  projects;  they 
merely  rearrange  it  in  a  bookkeeping  fashion,  at  considerable 
cost."    Hie  report  recommended  that  cost-sharing  on  research  and 
development  (R&D)  projects  be  eliminated  and  that  "decisions  with 
respect  to  the  placement  of  R&D  contracts  or  grants  should  not  be 
influenced  by  potential  involvement  in  cost-sharing." 

The  Report  of  the  Commission  on  Federal  Paperwork  (April  29, 
1977)  endorsed  that  recommendation:  "With  respect  to  services  for 
which  no  charge  is  made  but  which  nevertheless  must  be  documented 
in  order  to  demonstrate  cost-sharing,  the  Commission  endorses  the 
position  of  the  Commission  on  Government  Procurement...,  concern- 
ing the  elimination  of  mandatory  cost-sharing  on  research  and 
development  projects ..." 

Section  203.    "Appropriations  in  this  Act  for  the  Health  Services 
Administration,  the  National  Institutes  of  Health,  the  Centers  for 
Disease  Control,  the  Alcohol,  Drug  Abuse,  and  Mental  Health  Admin- 
istration, the  Health  Resources  Administration,  the  Office  of  the 
Assistant  Secretary  for  Health,  the  Health  Care  Financing  Admin- 
istration, and  Departmental  Management  shall  be  available  for 
expenses  for  active  commissioned  officers  in  the  Public  Health 
Service  Reserve  Corps  and  for  not  to  exceed  two  thousand  [eight 
hundred]  two  hundred  commissioned  officers  in  the  Regular  Corps; 
expenses  incident  to  the  dissemination  of  health  information  in 
foreign  countries  through  exhibits  and  other  appropriate  means; 
advances  of  funds  for  compensation,  travel,  and  subsistence 
expenses  (or  per  diem  in  lieu  thereof)  for  persons  coming  from 
abroad  to  participate  in  health  or  scientific  activities  of  the 
Department  pursuant  to  law;  expenses  of  primary  and  secondary 
schooling  of  dependents  in  foreign  countries,  of  Public  Health 
commissioned  officers  stationed  in  foreign  countries,  at  costs  for 
any  given  area  not  in  excess  of  those  of  the  Department  of  Defense 
for  the  same  area,  when  it  is  determined  by  the  Secretary  that  the 
schools  available  in  the  locality  are  unable  to  provide  adequately 
for  the  education  of  such  dependents,  and  for  the  transportation 
of  such  dependents,  between  such  schools  and  their  places  of  resi- 
dence when  the  schools  are  not  accessible  to  such  dependents  by 
regular  means  of  transportation;  expenses  for  medical  care  for 
civilian  and  commissioned  employees  of  the  Public  Health  Service 
and  their  dependents,  assigned  abroad  on  a  permanent  basis  in 
accordance  with  such  regulations  as  the  Secretary  may  provide; 
rental  or  lease  of  living  quarters  (for  periods  not  exceeding  five 
years),  and  provision  of  heat,  fuel,  and  light  and  maintenance, 
improvement,  and  repair  of  such  quarters,  and  advance  payments 
therefor,  for  civilian  officers,  and  employees  of  the  Public 
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Health  Service  who  are  United  States  citizens  and  who  have  a 
permanent  station  in  a  foreign  country;  purchase,  erection,  and 
maintenance  of  temporary  or  portable  structures;  and  for  the 
payments  of  compensation  to  consultants  or  individual  scientists 
appointed  for  limited  periods  of  time  pursuant  to  section  207(f) 
or  section  207(g)  of  the  Public  Health  Service  Act,  at  rates 
established  by  the  Assistant  Secretary  for  Health,  or  the 
Secretary  where  such  action  is  required  by  statute,  not  to  exceed 
the  per  diem  rate  equivalent  to  the  rate  for  GS-18;  not  to  exceed 
$9,500  for  official  reception  and  representation  expenses  related 
to  any  health  agency  of  the  Department  when  specifically  approved 
by  the  Assistant  Secretary  for  Health." 

Explanation 

The  number  of  commissioned  officers  in  the  Regular  Corps  has 
declined.    Cn  September  30,  1980,  the  number  of  Regular  Corps 
officers  was  2,231  and  a  year  later,  on  September  30,  1981,  that 
number  was  2,193.    In  view  of  the  closure  of  Public  Health  Service 
hospitals  and  clinics,  the  need  for  commissioned  corps  personnel 
has  been  reduced.    It  is  anticipated  that  during  fiscal  year  1983, 
the  number  of  Regular  Corps  officers  will  not  exceed  the  two 
thousand  two  hundred  limit. 

Section  206.    "Funds  appropriated  to  the  Department  of  Health  and 
Human  Services  under  title  II  may  not  be  used  to  pay  the  compensa- 
tion of  experts  or  consultants  (other  than  full-time  employees)  or 
organizations  thereof,  or  to  procure  by  contract  the  services  of 
experts  or  consultants  or  organizations  thereof,  in  excess  of 
$67,000,000  during  fiscal  year  1982.    Expenditures  for  all  consul- 
tant services  in  the  fourth  quarter  of  the  fiscal  year  1982  may 
not  exceed  30  per  centum  of  the  total  annual  fiscal  year  1982 
expenditure  for  such  consultant  services.    Appropriations  for  con- 
sultant services  in  this  title  are  hereby  reduced  by  $12,000,000." 

Explanation 

This  provision  is  deleted. 

A  legislated  limitation  on  expenditures  for  consultant  services 
is  no  longer  required.    The  Department  has  implemented  a  plan  for 
managing  and  controlling  expenditures  for  consultant  services.  In 
fiscal  year  1980,  the  first  year  of  the  management  and  control 
plan,  obligations  for  consultant  services  were  limited  to  only 
seventy-six  percent  of  the  legislated  limitation.    In  fiscal  year 
1981,  obligations  were  approximately  fifty-three  percent  of  the 
congressionally-mandated  limit.    Under  the  Department's  management 
and  control  plan,  fiscal  year  1983  expenditures  would  be  consis- 
tent with  these  trends  to  restrain  consultant  services  obligations. 
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Section  208.    "Notwithstanding  section  306  of  Public  Law  96-272  or 
section  1132  of  the  Social  Security  Act,  no  payment  shall  be  made 
[from  this  or  any  other  appropriation]  ,  in  any  fiscal  year, 
under  this  or  any  other  Act  to  reimburse  State  or  local  expendi- 
tures  made  prior  to  October  1,  1978,  under  title  I,  IV,  X,  XIV, 
XVI,  XIX,  or  XX  of  the  Social  Security  Act  unless  a  request  for 
reimbursement  had  been  officially  transmitted  to  the  Federal 
Government  by  the  State  within  one  year  after  the  fiscal  year  in 
which  the  expenditure  occurred . " 

Explanation 

This  change  in  wording  is  necessary  to  bar  payment  of 
contested  claims  indefinitely,  rather  than  just  for  the  year  of 
the  provision.    Should  payment  be  permitted,  the  Department  would 
be  forced  to  pay  claims  which  now  total  over  $800  million. 

Section  209.    "None  of  the  funds  appropriated  in  this  title  shall 
be  used  to  move  the  headquarters  of  the  National  Institute  for 
Occupational  Safety  and  Health  or  any  staff  from  the  headquarters 
of  the  National  Institute  for  Occupational  Safety  and  Health  in 
Rockville,  Maryland  to  Atlanta,  Georgia  or  Cincinnati,  Ohio." 

Explanation 

This  provision  is  deleted. 

The  Administration  intends  to  propose  again  that  NIOSH  head- 
quarters functions  be  moved  from  the  Washington,  D.C.  area  to 
Atlanta  and  Cincinnati  in  order  to  eliminate  duplication  of 
efforts  and  to  increase  efficient  management  of  NIOSH  activities. 

Section  210.    "None  of  the  funds  appropriated  or  otherwise  made 
available  in  this  title  may  be  used  to  pay  the  salaries  of 
officers  and  employees  for  implementation  or  enforcement  of 
section  2103  of  the  Omnibus  Budget  Reconciliation  Act  of  1981,  or 
for  the  implementation  or  enforcement  of  rules  or  regulations 
issued  pursuant  to  such  section." 

Explanation 

This  provision  is  deleted. 

Section  210  does  not  eliminate  the  requirement  of  section 
2103  in  the  Omnibus  Reconciliation  Act,  1981,  to  discontinue 
reimbursement  for  less  than  effective  drugs.    It  only  prohibits 
the  Department  from  paying  salaries  of  individuals  responsible  for 
implementing  this  provision.    Therefore,  the  Department  is  still 
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required  by  statute  to  implement  section  2103.    In  addition,  a 
court  injunction  issued  October  23,  1981,  ordered  the  Secretary  to 
discontinue  reimbursement  for  expenses  incurred  for  less  than 
effective  drugs.    This  provision  only  serves  to  frustrate  the 
Department's  ability  to  carry  out  its  mandate. 

New  Section  212.     Funds  appropriated  in  this  title  for  the  Health 
Care  Financing  Administration  shall  be  available  for  not  to  exceed 
$2,000  for  official  reception  and  representation  expenses  when 
specifically  approved  by  the  Administrator  of  the  Health  Care 
Financing  Admins trat ion. 

Explanation 

This  authority  is  needed  to  assure  that  Health  Care  Financing 
Administration  officials  who  are  participating  in  high-level  nego- 
tiations with  State  and  private  health  care  industry  officials 
will  not  have  to  continue  to  spend  personal  funds  to  provide  a 
minimal  level  of  hospitality  in  response  to  more  elaborate  hospi- 
tality extended  to  them. 


Title  V 

Section  502.    "No  part  of  any  appropriation  contained  in  this  Act 
shall  be  expended  by  any  executive  agency/  as  referred  to  in  the 
Office  of  Federal  Procurement  Policy  Act  (41  U.S.C.  401  et  seq. ), 
pursuant  to  any  obligation  for  services  by  contract,  unless  such 
executive  agency  has  awarded  and  entered  into  such  contract  in  full 
compliance  with  such  Act  and  regulations  promulgated  thereunder." 

Explanation 

This  provision  is  deleted. 

The  provision  would  unfairly  penalize  a  contractor,  by  the 
contractor's  loss  of  receipt  of  payment,  for  any  irregularity  in 
the  Department's  contracting  procedures.    Prior  to  this  provision, 
the  Government  Accounting  Office,  through  its  appeals  process,  had 
the  latitude  to  take  whatever  measures  were  necessary  to  correct  or 
ameliorate  any  such  errors.    Because  some  provisions  in  the  Federal 
Procurement  Policy  Act  are  riot  clearly  defined,  several  interpreta- 
tions are  possible.    Should  contractors  lose  funds  as  a  result  of 
this  provision,  the  Department  could  become  involved  in  legal  suits. 
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Section  506.    "No  part  of  the  funds  appropriated  under  this  Act 
shall  be  used  to  provide  a  loan,  guarantee  of  a  loan,  a  grant,  the 
salary  of  or  any  remuneration  whatever  to  any  individual  applying 
for  admission,  attending,  employed  by,  teaching  at,  or  doing 
research  at  an  institution  of  higher  education  who  has  engaged  in 
conduct  on  or  after  August  1,  1969,  which  involves  the  use  of  (or 
the  assistance  to  others  in  the  use  of)  force  or  the  threat  of 
force  or  the  seizure  of  property  under  the  control  of  an  institu- 
tion of  higher  education,  to  require  or  prevent  the  availability 
of  certain  curricula,  or  to  prevent  the  faculty,  administrative 
officials,  or  students  in  such  institution  from  engaging  in  their 
duties  or  pursuing  their  studies  at  such  institution." 

Explanation 

This  provision  is  deleted. 

This  section  addresses  a  time  when  student  unrest  was  preva- 
lent on  college  campuses  and  has  continued  to  be  included  in  the 
General  Provisions  although  student  unrest  is  no  longer  of  concern 
to  education  officials.    In  addition,  this  provision  is  of 
questionable  legality  since  similar  legislation,  which  was  enacted 
as  section  504(a)  of  the  Higher  Education  Amendments  of  1968,  20 
U.S.C.  1060(a),  also  attempted  to  prohibit  payments  to  those 
involved  in  student  unrest.    This  legislation  was  declared 
unconstitutional  by  the  U.S.  Court  for  the  Northern  District  of 
Illinois,  and  the  government  chose  not  to  appeal  this  decision. 
Therefore,  Section  504  is  not  only  outdated,  but  of  questionable 
legality. 

Section  512.  "None  of  the  funds  appropriated  by  this  Act  shall  be 
expended  pursuant  to  any  order  or  injunction  of  any  court  of  the 
United  States  which  would  compel  the  expenditure  of  such  funds  for 
a  purpose  for  which  such  expenditure  is  specifically  prohibited  by 
this  Act." 

Explanation 

This  provision  is  deleted. 

The  provision  could  cause  confrontation  between  the  judicial 
and  legislative  branches  of  government  and  is  of  questionable 
constitutionality. 

Section  514.    "None  of  the  funds  appropriated  by  this  Act  may  be 
used  to  implement,  administer,  or  enforce  any  regulation  which  has 
been  disapproved  pursuant  to  a  resolution  of  disapproval  duly 
adopted  in  accordance  with  the  applicable  law  of  the  United  States." 
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Explanation 

This  provision  is  deleted. 

Because  the  provision  allows  disapproval  by  only  one  House  to 
negate  regulations  which  have  been  adopted  in  response  to  laws 
passed  by  both  Houses,  it  is  of  questionable  constitutionality. 
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